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| ited Nations agencies 


Your allegations (Decem- 
nd) against the UN Food 
1 Agriculture Organisation 
irresponsible. 

You state that the rao "con- 
trated its aid on state-owned 
ming, the least efficient 
thod of growing food." The 
ruth i is that less than 196 of the 
O's budget goes to state-owned 
rms. One FAO report even 
oints out that "state farms are 
ot achieving their intended 
ults." - 

You refer to. an Ethiopian offi- 
cial who visited FAO headquar- 
ers in 1984, only to be told by 


di 








s long as a certain per- 
"d. as — Ethiopian 

t to the fao. How 
-strange that this official, in a let- 
ter to Mr Saouma dated January 
-F 1986, should state: "You, Mr 
Saouma, have played an impor- 
tant role in the huge operation 
hrough which we have been 
-able to put under control one of 
he greatest human tragedies in 

he govern- 






an are Tepresentatives ipii 
e 1 ot compromised by political 
es: and diplomatic 


Qu. ; argue thar: ‘the quality 
morale of professional staff 


Mier 


n opia will always re-. 
er t the bold arid | most ap- P 


Mm 


ETC COUPON 
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warding merit, not political Or 
personal connections." In fact 
professionals are hired on merit. 
The real issue is attracting and 
keeping them: salaries are lower 
than in the private sector and 
the public services in most OECD 
countries. Professionals in the 
UN system have not received a 
salary increase, in real terms, 
since 1975. 

This is underlined b the in- 
creasingly widespread practice of 
some developed countries of 
paying salary supplements under 
the table to their nationals em- 

ployed by UN agencies. 
| RICHARD LyDIKER 
Information Division 
FAO 
= United Nations 











t rse A by many. But 
WHO and UNICEF have achieved 


more than you acknowledge. 


WHO can not only claim the 


eradication of smallpox, but it 


has also been responsible for re- 
markable progress in the under- 
standing and/or control of ma- 
laria, leprosy, sleeping sickness, 


polio, diarrhoea, measles and 
neonatal tetanus. The last three 


of these are responsible for 


much of the high child mortality ie 


in parts of the third world. - 

s brought home to 
SG ers and politicians 
the high risk of death between 





birth and five years of age, and 


has greatly stimulated the efforts 
to achieve universal childhood 
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E and the first week in January) 
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Let us press strongly bora re- 
form in the UN system and an 
end to poor management and re- 
cruitment. Let us endorse your 
suggestion of time-imited ap- 
pointments for all agency heads, 
indeed all senior personnel. But 
let us also give credit where 
credit is due. 

RICHARD FEACHEM 
London School of Hygiene 


London and Tropical Medicine 





Latin debt 


SiR—Your diagnosis of Latin 
America's woes and recommen- 
dations for self-cure make excel- 
lent sense (December 9th). 

There is a millstone around 
the neck of each Latin govern- 
ment and around the neck of 
each Latin man, woman and 
child. The millstone is the exter- 
nal debt. The major interna- 
tional banks have mainly written 
down the debt yet then insist 
that it must be repaid. From 
what? To what purpose? So why 
not release the debtors from the 
crushing burden? 

An argument used against 
debt forgiveness is that under 
those circumstances no new 
loans would be made. But the 
new loans being made today are 
recycled. immediately to pay off 
interest that is due, so effectively 
there is no new money, and no 


new loans. 


Tt is. doubtful that the debtors 


: will repay. So let us give them a 


new opportunity, but leave the 
future i in their own hands. 
Miami BARRIE LINLEY 





Old dictators 


Si&—Through what extraordi- 
nary public-relations coup did 
Fidel Castro manage to stay off 


. your list of “survivors’ ' (Decem- 


ber 2nd)? 
| ALBERT KOEHL 
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4l ^ your article concerning 
fitzhak Shamir's visit to the 
Jnited States (November 4th), 
you © * misspelt 
Cincinatti—the second 


error, 


what with Mr Campeau putting 


our local retail base in jeopardy, 


by The Economist Mar ed Ltd 25 St. James 1 Street d ; ' 
eig 2r Port Pen AP Singapore 226 . Subscription es ge 








and our local baseball hero being | 


Cincinnati as — 
time .. 
this year you have made this | 
- Neth America U 
We people of Cincinnati have mua nis 
had a rough time of it this year, - 





banned from the game for life 
due to gambling. Please do not 
add insult to injury. . 

Cincinnati STEPHEN MULRONEY 





Ode to bracken 


StR—Being one of those who 
romped in the bracken in my ` 
Devon schooldays, and thus’ 
now being at double the risk of . 
stomach cancer, your article of 
November 4th prompted the fol- 
lowing misgivings: 
Beware the humble-looking bracken; 
The war to kill it should not slacken. 
Doctors tell us there’ s no answer 
To its threat of stomach cancer, 
The fernlike plant that looks so fine 
In hillside glens, is not benign. 
Three hundred million spores pr- io 
fern | 
Are scattered when its plant we burn 
Which sink into our wells and 
streams— 
Enough to give you horrid dreams! 
The cows then pass them mom 
the udder. | 
(The very thought can make you 
shudder— 


. That milk and butter, even cheese 


Can give you cancer, if you please.) 
I dare not guess how ancient .Druids 
Survived the bracken in their fluids, 
Or ancient Brits who dressed in 
woad 
Allowed their stomachs to corrode. 
With all the poisons we inhale 
Another one to turn us pale. 
The Japs think bracken very salady 
Not knowing it can cause a malady. 
I hope that I shall read ere long 
They got this bracken news all 
wrong; 
That bracken's lost its bad atom: 
And will not cause a carcinoma. 
Christchurch, 


Barbados 





ADRIAN BiRD 
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THE CHANNEL TUNNEL 
The Economic and Regional Impact 
This new report on the Chani 
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ASIAN DEVELOPMENT BANK 
Manila, Philippines 


The Asian Development Bank, a multilateral development finance institution based in Manila, Philippines is 
seeking highly qualified applicants for the following present and anticipated professional staff positions: 


AGRONOMISTS 

Responsible for the review and evaluation of agriculture projects including supervision of project 
implementation. Applicants must be experienced in tropical and sub-tropical agriculture; farming systems; 
irrigation and surface water supply and distribution; land use, cropping patterns and soils use maximisation. 
A university degree, preferably an advanced degree in Agriculture, is required. 


RESEARCH ECONOMISTS/STATISTICIANS 

Responsible for economic and statistical research in specific sectors and areas of development; provide 
Bank-wide statistical service and prepare and administer statistical development technical assistance 
programs for developing member countries. Applicants should normally have a Doctorate Degree, 
substantial experience in econometrics, research and statistical methodology and a proven publication 
record. 


PROGRAMS ECONOMISTS 


Responsible for the economic and social analysis in developing member countries and its implications for 
the Bank's operational strategies and country programs. Applicants should preferably have an advanced 
degree in Economics or Finance and work experience in a developing country. 


INVESTMENT OFFICERS 

Responsible for loan and equity investments involving private sector investment projects of the Bank. 
Applicants must be familiar with investment laws of developing member countries, capital markets and the 
prevailing business climate. Applicants must have experience in various aspects of international corporate 
finance, including venture capital. 


PROJECT ECONOMISTS (Agriculture, Power, Highways, Education, Ports, Railways) 

Responsible for the economic analysis of sectors and policies and evaluating the economic costs and 
benefits of projects, including the calculation of economic rates of return. Applicants should preferably have 
an advanced degree in Economics with substantial experience in policy analysis and in the evaluation and 
interpretation of statistical data. Familiarity with concepts and techniques of economic and financial 
analysis is essential. 


FINANCIAL ANALYSTS (Agriculture, Industry, Power, Transport, Social Infrastructure) 

Responsible for the review and evaluation of the financial aspects of proposed projects and of the executing 
agencies responsible for their implementation. Applicants should preferably have an advanced degree in 
Economics or Finance and experience in the financial evaluation of projects. 


PROJECT ENGINEERS (Ports, Highways, Railways, Power Systems, Water Resources) 

Responsible for the technical appraisal and evaluation of loan and technical assistance projects financed by 
the Bank. Applicants should preferably have an advanced engineering degree and experience in project 
management is developing countries. 

An essential requirement for all positions is proficiency in written and spoken English. 

Bank staff and their families reside in Manila. The Bank offers a competitive salary paid in US Dollars, 
normally free of tax, and an excellent benefits package. 


The Bank actively encourages women to apply for the above positions. Interested persons may send their 
curriculum vitae to: REF NO 8910-H, HUMAN RESOURCES DIVISION, ASIAN DEVELOPMENT BANK, 
PO BOX 789, MANILA 1099, PHILIPPINES. 


Enquiries may be sent by telex (Numbers 63587 ADB PN, 40571 ADB PM, 23103 ADB PH) or Facsimile 
Number (632) 741 7961 or by phoning International Telephone Number (632) 711 3851. 
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-BRARY EVER CREATED... IN YOUR HOME. 


You are invited to acquire 
the ultimate private library... 


People are often judged by the company they keep. And here, the titans of 
literature provide the best of company . . . Shakespeare, Steinbec k, Chaucer, 
Tolstoy, Dickens, Melville, and Plato, to name just a few. Together in the most 
distinguished collection of world literature ever assembled — in editions you 
will feel a special pride in owning and displaying in your home. 


Rich... aromatic... genuine leather with accents of real 22kt gold. 


The poet John Keats said, “a thing cf beauty is a joy forever." And in this 
collection of heirloom-quality books, beauty and joy abound. This is the 
definitive private library you'll want your children—and their children— 

to read and own. Each book is luxuriously bound in top-grain leather with 
accents of real 22kt gold on the spine. Each has deeply inlaid cover designs ... 
elegant satin moiré endsheets . .. magnificent illustrations . . . superb, easy-to- 
read typography. This private library exemplifies the ultimate in the art of 
printing, binding and illustration. 
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At only $4.95 for your first book, this is an excepti nal 
opportunity. 


Other collections are available, but you'll find that none compares with these 
Easton Press editions. In fact, we have made it easy for you to see how superior 
they are by making your first book available at just $4.95! See for yourself, 

and if vou are not fully satisfied, simply return your book within 30 days for a 
refund and cancel your subscription. You have no further obligation and 
nothing to lose. 

Subsequent volumes will be priced at just $36.50, and this favorable price 
will be guaranteed for the first two full years of your subscription. And we will 
send you a list of the titles so you can tell us which books you want to receive. 

This is your opportunity to own the ultimate book collection...to enjoy the 
pride of displaying these superb volumes in your home...and to pass on your 
own private library—and, the love of fine literature —to future generations. 

To accept this invitation, simply complete the Preferred Subscription 
Reservation and return it today. 


For Fastest Service Call Toll-Free: 1-800-367-4534 


$ 
Ple Kaos Press 


47 Richards Avenue * Norwalk, Conn. 06857 


51989 MBI 
Preferred Subscription Reservation aa 
The 100 Greatest Books Ever Written 
The Easton Press No payment required, 
47 Richards Avenue We will bill you. 


Norwalk, Conn. 06857 

Please send me the first volume of “The 100 Greatest Books Ever Written” bound in genuine 
leather for only $4.95 and reserve a subscription in my name. Assuming this book is 
satisfactory, send me further editions at the rate of one book per month at $36.50" each. This 
price ( $36.50) will be guaranteed to me for the next two full years. 

A list of books scheduled for future monthly shipment will be sent to me. I may indicate 
which titles on this list, if any, I do not want to receive, thereby insuring that I never receive 
any books I do not want. I understand that I may return any book within 30 days for a refund, 
and that either party may cancel this subscription agreement at any time 
* Plus $2.95 per book for shipping and bandlirg and any applicable sales tax. 





O As a convenience, I wish to pay for my Name 
first book now. I enclose $4.95. 

O Please charge each monthly shipment tọ Address 
my credit card. [ Mastercard 

O VISA © American Express O Diners Club City 











Credit € ard No Expiration Date EEE ———————S 


All orders subject to acceptance Signature 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


IB 


1735s 


BLANCPAIN 


A Monument To The An Of Watch- 
making 


the rarities in the watchmaking art. Only 
a very limited quantity of these indivi- 
dually-numbered watches leave the 
workshops of the oldest watch name in 





A World First: Blancpain presents the the world every year. 
exclusive ultra-thin automatic chrono- The movement is writing a page today in 
graph with split-second hand - one of | tomorrow s watchmaking history 


LONDON Asprey, Carringtons, Mappin & Webb, Davis Morris, Garrard. London Hilton Jewellers The Watch Gallery GUILDFORD Nina Phillips JERSEY Robert 
Fardon MANCHESTER Hancock & Son Lid READING Bracher & Sydenham RUISLIP C.S. Bedford. and at branches of Watches of Switzerland 
Informations by Blancpain SA - CH-1348 Le Brassus - Switzerland - Fax 01041-21 845 41 88 Tel. 01041-021 845 40 92 





The stranger at the door 


OR Christendom, Romania apart, this is 

a season of goodwill like no other for a 
generation. The map of Europe, rolled up 
these 40 years, at last unfurls: the east breaks 
free, the west gets together, borders east and 
west begin to dissolve. Yet even as Europe ti- 
dies up after a century of wars and struggle 
against tyranny, it is still grappling with an 

-old problem: chauvinism. Britain bickers 
over the number of passports it will offer its 
Hongkong Chinese. France is riven by the 
case of three Muslim schoolchildren who 
want to wear headscarves in class. And the five most integra- 
tionist countries of the European Community—West Ger- 
many, France, Belgium, Holland and Luxembourg—decide 
that they cannot, after all, allow passport-free travel within 
their borders after January 1 1990: to do so, fear the four non- 
German states, would be to open their doors to a torrent of 
East German settlers. 

These are all problems of immigration. As the world 
grows smaller and its peoples more mobile, more of them 
want to put poverty and oppression behind them and seek a 
new life in richer, freer lands (see pages 17-29). The demise of 
communism is hastening, not slowing, the exodus: more peo- 
ple are now free to get up and go. But those knocking on the 
rich world’s door from now on will be fugitives from eco- 
nomic misery as much as political despotism, and there will be 
lots of them. 

The rich countries must therefore decide not just how 
many, and which, to take, but also what they should ask of 
their immigrants once they have arrived. For many European 
states, these are questions they have never squarely faced; 
they do not think of themselves as countries of net immigra- 
tion, though, over the past 20 years, that is what they have 
become. Relative to their populations, some now admit more 
immigrants each year than does the United States. 

Immigrants, too, have changed. Until recently, they 
tended to blend in with those among whom they had come to 
live. In Europe that may have meant changing religion, edu- 
cating children according to local custom, dressing, eating 
and speaking in the manner of the new country. America, the 
immigrant nation par excellence, allowed its newcomers more 
latitude in hanging on to old national customs, but that was 
more than made up for by the need to adopt the national 
ideology, Americanism. 

Becoming an American meant not just accepting the val- 
ues enshrined in the declaration of independence and the 
constitution, but truly taking them to heart. Immigrants 


readily did so. The United States has always been more of a 
. THE ECO NO g DECEMBER 23 1989 
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mosaic than a melting-pot, but it is a mosaic 
held together with the cement of shared val- - 
ues. The existence of these values explains the 
historic failure of socialism in the Unitec 
States; it also explains why Congress felt able | 
in the 1950s to set up inquisitorial commit- 
tees whose purpose was to destroy people for 
"unAmerican" activities (no European coun- 
try, however intolerant or pompous, would 
regard it as wicked to be, for example, 
unBritish or unFrench). 
In Europe immigration has generally 
worked well when immigrants have wanted to fit in i 
have been allowed to do so. For years France accepted in its 
highest councils the sophisticates of its African colonies, so 
long as they were in effect black Frenchmen. Britain chose the 
grandson of an immigrant to be its prime minister (though 
Disraeli was not a practising Jew) and toasted monarchs wi ho 
German accents and even German names (though Saxe-Co- 
burg-Gotha was changed to suitably-suburban Windsor). So- 
cieties in which prejudice excluded some groups, notably — 
Jews, were themselves impoverished (though what happene p 
to the victims was much worse). And where the minorities 
themselves, such as Protestants in pre-partition Ireland, have 
refused to fit in with the locals, the results have been equally 
unhappy. All the examples point to the desirability of 
assimilation. 


When cultures clash T 
Assimilation, however, is no longer a fashionable aim. Part of 
the trouble is that immigrants now come from farther afield, 
often looking very different from their new compatriots. They 
meet prejudice, so want to stick together. Part of the trouble is 
that some of them come in large numbers and feel no need to 
commit themselves to their adoptive land; they too tend to 
cling to what thev already have in common. And part of the 
trouble is that some are attracted more by the economic 
opportunities of the rich countries than by their traditions o 
political and religious tolerance. For Muslims this may be a 
special problem; [slam makes no distinction between secular 
and religious authority, which can lead to difficulty when th 
two clash, as they did in Britain over Mr Salman Rushdie's 
"The Satanic Verses”. i 
For all these reasons, tomorrow’s immigrants will be 
harder to assimilate than yesterday's. Yet, if the rich co 
are to take more rather than fewer of them in future, 2 
tion must remain the goal, at least in Europe. That does not 
mean that immigrants should be expected to abandon their 
religion, or even their headscarves, turbans or yarmulkes 
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though IRI ted Le ex "me. a nE that 
ey should accept as a minimum the laws and values of their 
adoptive land. 
What does that entail? In America the answer is fairly 
Min The United States tolerates multiculturalism: the 
mish may live in a time warp if they wish to, and set what- 
ever speed limits they like for the sake of their horses; but, just 
like other Americans, they must send their children to 
ool. Europeans see themselves differently. They are na- 
tions formed by history, not by ideology. Constitutions count 
for less, custom for more. The immigrant should take note. 
_ So, however, should Europeans. Nations are pretty resil- 
ient. They were around before the nation-state came on the 


A 


4 Boninniaix country in which fear has yet to change sides 
à F ALL the ingredients that have made 1989 a year of 


AY anticommunist revolution, three stand out. Two are 
obvious: Mikhail Gorbachev, and the manifest bankruptcy of 
communism as a set of practical ideas. The other ingredient is 
complicated but crucial: fear. Perhaps more than anything 
else, the future of the fear factor will determine the fate of 
1989's revolutions or attempted revolutions. 
. Fear keeps communists in power. In June, just as Chinese 
students were losing their fear, China's leaders bloodily re- 
stored it on Tiananmen Square. The disappearance of fear 
then caused the bloodless collapse of communist leaderships 
ac :ross Eastern Europe. Alas, not in Romania. Its dictator, Mr 
Nicolae Ceausescu, has now attempted a Tiananmen. The 
arly reports have been too sketchy to give a sure idea of the 
scale of killing to crush demonstrations in Timisoara, but it 
seems clear that the repression was brutal. To understand 
why Romania has been different, and what may happen next, 
» c first at how the balance of fear has tilted in other parts of 
astern Europe during 1989. 
-Bit by bit, as in a game of grandmother’s footsteps, differ- 
int East Europeans tested the limits of tolerance, and discov- 
red that few if any limits remained. In Poland, Solidarity won 
the concession of a semi-free election, then was able to call the 
communists’ bluff when their former puppet parties switched 
allegiance; Eastern Europe had its first non-communist gov- 
ernment in 40 years, and Russia did not blink. Hungary 
pened its border to the West, allowing East Germans 
arough. The Iron Curtain was coming down; still Russia did 
ot ot blink. Emboldened East Germans started to demonstrate 
ind emigrate, but the Russians refused to use their 400,000 
'oops in East Germany to back Mr Erich Honecker. So Mr 
lor ecker was ousted and the Berlin Wall came down. Soon 
| pe demonstrators had the communists on the run in 
:choslovakia and Bulgaria too. 
d is easy to see why the Russians did not intervene with 
rce.: To have done so would have been to undo Mr 
Goi Ibachev's one unblemished success—winning for Russia 
he West's trust—and could well have brought perestroika to 
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The Romanian exception 
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scene 200 years ago with the French revolution. They show 
every sign of enduring for a while longer. Maybe they 
shouldn't. They tend to cause wars, and lots of lesser nasti- 
ness. But they are far from dead; even though most of the 100 
or so countries that have trebled the membership of the UN in 
the past 40 years may not yet qualify as nations, the persistent 
strength of nationalism can be in no doubt. 

Given a chance, immigrants can add new sparkle to old 
nations; they bring vitality, energy and enterprise. That is 
why the stronger nations, the ones that will outlive the Euro- 
pean nation-state, will be those that have successfully adapted 
to this latest wave of immigration, not those that build 
latterday Berlin walls to keep immigrants out. 








a halt. But why did Eastern Europe's communists not defend 
their power more vigorously? Not for lack of the means of 
repression, as Mr Ceausescu has now shown. 

The fear had shifted from the ruled to the rulers. Once it 
became clear that the Russians would not support them, and 
that glasnost. was no fleeting fad, East European communists 
began to reckon that they might one day face retribution for 
any violence. Fear drove them first to tactical concession, 
then to headlong retreat. 


Tyranny through terror 

Mr Ceausescu, however, knew that in Timisoara he had far 
more to fear from concession than from crackdown. A retreat 
could have proved suicidal, given the general hatred for him 
and his clan. Besides, the Romanian dictator is little influ- 
enced by outside pressure. He distanced himself from the 
Russians long ago. He has starved his people to pay back his 
hard-currency debt, so sanctions from the West would cou 
for little. For him, the decision to reinforce the fear on whiu 
his rule is built had a brutal logic. 

While all your neighbours are reforming, is it possible to 
maintain terrorism-in-one-country? For a while, certainly. But 
some of Romania's generals must be calculating that their old, 
sick leader will not be around for too much longer; they may 
think twice before following more orders to kill civilians. If 
democracy continues to deepen elsewhere in ex-communist 
Europe, eventually Romania must surely succumb. 

The danger is that Romania could encourage other 
would-be repressors who believe it is not too late to restore 
fear and communist dictatorship. The apparatus of repres- 
sion, after all, is still in place. But in parts of Eastern Europe it 
is becoming ever harder to imagine it being used; things have 
gone too far. And in the Soviet Union? A backlash could still 
come, but even there history seems to be moving against the 
repressors. A heartening sign of this was the mourning in 
Moscow for Andrei Sakharov. In their thousands, Russians 
paid tribute to a life of exemplary fearlessness. 





THE ECONOMIST DECE BER 23 1986 






' 
J, E 


Two ways to change gear 


Old-established American car firms are growing through fancy and frantic acquisitions; 


the upstart Japanese by building brands from scratch 


EATEN by its arch-rival, Ford, in the hunt to buy Jaguar, 

General Motors has grabbed a consolation prize—a 5096 
stake in the loss-making car operations of Sweden's Saab- 
Scania. GM decided it could not justify the $2.5 billion that 
Ford spent on Jaguar, so $600m for half of Saab may seem a 
bargain. Yet both American multinationals will have to put 
millions, perhaps billions, more into their new businesses be- 
fore they can be sure that either will counter the drive 
upmarket by Japanese rivals. 

Compare the strategy of GM and Ford to that of Japan's 
two biggest carmakers, Toyota and Nissan. The Americans 

* buying, at fancy prices, car companies with fancy names. 
‘ane Japanese are inventing their own luxury brands from 
scratch. This is odd. Both the Americans and the Japanese 
face the same task: breaking into the luxury market with 
brands different enough from their mass-produced cars to at- 
tract rich customers. The Americans, with factories all over 
America and Europe and much larger dealer-networks, ought 
to be better placed to build their own brands. The Japanese, 
without these advantages, could justify buying their way in to 
the luxury end of the market. It looks as though the American 
companies, especially GM, are throwing money at a challenge 
they are not confident enough to tackle head on. 

The Japanese pair launched their brands in America a few 
months ago. Toyota is selling its luxury cars from a separate 
chain of dealers, under the Lexus name. Nissan is doing the 
same through its new brand, Infiniti. Already some American 
customers have traded in their BMWs and Mercedes for a 
Lexus or an Infiniti. Some are also trading in their Cadillacs 
and Lincolns—the brands that GM and Ford traditionally 
stick on their most expensive American cars. In Europe, 


Unfinished business 


Cambodians deserve the right to pick their rulers by election 


NE thing to worry about in 1990, when so much else 
should be going right, is the danger that the three half- 
finished wars of 1989 will stay that way. The Russians have 
left Afghanistan, the Cubans are leaving Angola, the Viet- 
namese are out of Cambodia; but that is not, or should not 
be, the end of the matter. Those three countries still have 
neither peace nor a free vote. Thanks to an American con- 
gressman and the Australian government, Cambodia at least 
may now have a chance of getting them. 
Cambodia is run by an averagely incompetent communist 
government under Mr Hun Sen, who was installed by the 
Vietnamese army. Mr Hun Sen is opposed by the Khmers 





























where the Japanese will launch their luxury cars in 1990, GM 
and Ford have no equivalents to Cadillac or Lincoln eiie to 
defend or to use as a line to expand. 
By buying European brands with long pedigrees, GM and. 
Ford think they have got a step up into the luxury market and - 
an edge on the Japanese. But they have also bought a tank full 
of problems. Ford has a classier bet with Jaguar than GM has 
with Saab. Sweden is a costly place to make cars: only three 
out of four Saab production workers turn up in the mo 
Jaguar already competes with Mercedes and Bmw, whereas 
Saab is struggling with cars that fall short of its jet-fighter i im- 
age. Nevertheless, both Jaguar and Saab were heading ors 
trouble for the same reason: a lack of new products. It will be 
expensive to give them the models they need. 


Not by billions alone 


GM and Ford have the resources to help the smaller compa- 
nies develop and build those cars. But GM’s experience in its 
own backyard shows that having lots of cash to spend does 
not necessarily make a car company competitive. In the past 
decade GM has invested almost $80 billion worldwide, yet its 
share of the all-important American car market has tumbled 
from 46% in 1980 to barely 35% this year. 

Paying hefty amounts for a pedigree makes sense only if 
the cars continue to live up to drivers’ expectations. Japanese - 
carmakers already have a solid image as the builder of quality 
cars that provide value for money. They will soon be getting a 
flashier touch, unleashing a whole range of supercars (see 
pages 71-74). The Japanese are also earning their spurs wher re 
the European carmakers once established their reputations 
on the racetrack. Of such victories are pedigrees made. 
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Rouges, who are communists gone mad, and by two inef eo 
tual lots of non-communists. It had earlier been proposed 
that all these four groups should get together in a temporary 
coalition that would organise a free election. Mr Hun Sen 
objected, and nobody else liked the idea of giving the murde qe 
ous Khmers Rouges even a quarter-share of temporary power % 
So the war goes cn. 

Some people have despairingly concluded that it might be 
best to accept Mr Hun Sen as the country’s ruler, and lez e > 
him to sort things out. But the Hun Sen government is pret ty 
clearly not what most Cambodians would vote for if they had 
the choice; and, left to himself, Mr Hun Sen is unlikely to gi ji 
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them the choice. Such a washing of hands would not end the 
fighting. Worse, it would increase the chance that, in the end, 
the Khmers Rouges would come out on top. The Hun Sen 
regime, without the Vietnamese army, looks frail. The 
Khmers Rouges are well-armed and implacable, and will go on 
getting help from China so long as Cambodia is ruled by a 
nominee of China’s enemy Vietnam. A policy based on dis- 
like of the Khmers Rouges is no good for the Cambodians, if 
it helps the Khmers Rouges to win. 

_ To avoid that nonsense, Representative Stephen Solarz of 
New York has suggested that the United Nations should set 
up a temporary administration to look after Cambodia until 
it elects a new government for itself. This has now been for- 
mally proposed by Australia, and has won mutters of ap- 
from America, Britain and several other countries, 
plus a “willing to consider it” from the Hun Sen people; and, 
encouragingly, it has not been rejected by China. It deserves 
more support, provided it is understood what the UN would 
have to do to be midwife to a new Cambodia. 

_ A squad of 300 or so UN officials—one current sugges- 
tion—is plainly not enough. The UN would have to take over 
the main ministries in Phnom Penh from Mr Hun Sen and his 
colleagues, especially the ministries that control the army, the 


Thank you, Japan 
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in the 1920s. So far, it has done a better job 


_AS EASTERN Europe shakes itself awake, and as the So- 
4 X viet Union transforms itself in western eyes from evil 
empire to incompetent shell, a vacancy has been left in the 
West's pantheon of fear. Sadly, most Americans and many 
Zuropeans have a ready candidate: Japan. That country’s 
weapons may not be spies, machine-guns and poison-tipped 
umbrellas, but they appear no less deadly for that. Japan's 
suc den swing since 1982 from capital importer to capital ex- 
vorter, and then to the world’s largest creditor, has given it a 
Inancial power that, to many, is as fearsome as it is formida- 
jle. With it, say the fearful, Japan is buying foreign icons, 
oreign technology and foreign influence. Buying it certainly 
But what is less often noticed is how Japan has used this 
inancial power to extraordinarily benign effect. It has been 
n s x main sources of stability for the world economy in 
— That may sound odd at the end of a decade during which 
apanese banks have risen to become nine of the world's ten 
argest, in which Japanese investors have bought factories, 
uildings and paintings by the dozen, and in which Japan's 
huge current-account surplus has formed part of a scary set of 
nternational imbalances. Yet these are symptoms of Japan's 
inancial strength, not signs of a malignan 
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t tumour. It is more 
revealing to look at how Japan has reacted in moments of 
drama and how it has handled its surplus of capital month 
ifter month, year after year. 
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: Japanese, America's budget and current-account deficits 
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.. Without a steady flow of foreign capital, roughly a third of 


The world's biggest creditor has played a similar role in the 1980s to that of America 
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police and the supervision of day-to-day life in the rest of the 
country. There would have to be UN men in most provincial 
towns, to make sure the usual apparat of communist appoin- 
tees did not ignore the orders from Phnom Penh. A large 
armed force would be needed to supervise a ceasefire, and it 
would have to come from countries that could be trusted to 
tell their soldiers to fight if either the Khmers Rouges or the 
Hun Senites tried to twist the election. 


A chance, no more than that 


This would be a much bigger operation than the UN's supervi- 
sion of Namibia's recent election. The South Africans were 
ready to pull out of Namibia, because Cuba was pulling out of 
Angola next door; so they were prepared to see their friends 
lose the election. Mr Hun Sen is more desperate, because he 
has nowhere to go home to; and neither he nor the Khmers 
Rouges have been brought up to believe in free elections. The 
Australians are asking a lot. 

There are nevertheless two reasons for making the effort. 
The smaller reason is that it would give the UN an opportun 
to acquire a bit of extra muscle. The other is that, without tuc 
effort, Cambodia is doomed to yet more war, and a non- 
choice between two sorts of undemocratic communists. 





would long ago have ended in tears. The mostly private inves- 
tors that have lent the cash to finance those deficits have been 
steady in their judgment about America’s creditworthiness. 
There has been no abrupt, sinister withdrawal of money 
("just to show who's boss") nor any sign of panic, even 
though Japanese institutions had scant experience of overseas 
investment. The only half-plausible conspiracy theory might 
be that, by carrying on providing capital, Japan and oth 
foreign lenders have allowed America to carry on mismanay- 
ing itself and thus, perhaps, have made its eventual dénoue- 
ment even worse. But Japan can hardly be blamed for Ameri- 
ca's policy failures. 

When such failures have caused a stockmarket slump—in 
October 1987 and again two years later—it was partly Japa- 
nese steadiness that saved the financial system from calamity. 
On both occasions, relatively limited falls in the Tokyo stock- 
market helped calm investors elsewhere. Contrary to folklore, 
Japanese banks did not cause 1989's crash by pulling out of a 
deal for United Airlines; the first to withdraw was an Ameri- 
can bank. When markets slid, however, institutional inves- 
tors and regulators alike took a sober approach: a fall was 
required in America but not Tokyo (which had no similar 
deals), but there was no need to panic. 

Such sobriety is commonly seen as proof that the Ministry 
of Finance manipulates its markets and bullies investors. That 
is a misunderstanding. The most striking feature of Japanese 
finance in the 1980s is how fast it has shed its rules, whether 
written or unwritten. The country's abundance of money, all 
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in private hands, forced the finance ministry to permit new 
markets to develop—for foreign bonds, for bond futures, for 
commercial paper, and many more—and to allow new en- 
trants and freedoms into old ones. 

The result is a financial system that is still more shackled 
than America’s or Britain’s, though those too are far from 
free. The restraints that remain in Tokyo do give Japanese 
firms a reason for listening if the finance ministry says that a 
little caution would be desirable. But whether they buy or sell 
remains their decision. A stock exchange that on October 20 
1987 could fall 15% is not a rigged market; merely calmer 
than a New York exchange that fell 22.6% the previous day. 


The folly of Strong 
A better financial lesson can be found in the history books. In 
the 1920s America was in much the same position as Japan is 
now. The first world war had turned it into the world’s big- 
gest creditor, while Britain and other European powers slid 
into debt. This was when American industry first went multi- 
onal, and when American banks and investors rushed to 
rend to European borrowers. But remember how America's 
first creditor decade came to a close: with the Wall Street 
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crash and, in the 1930s, the Great Depression. a 
So far, Japan has been a steadier creditor than America — 
was. Unlike Japanese institutions now, American lenders 3 
opted for short-term credits to Europe in the 1920s only to — 
withdraw them in 1929-33. Suddenly thrust into an interna- _ 
tional role, Benjamin Strong of the Federal Reserve Bank of — 
New York made a fateful mistake. He loosened monetary pol- — 
icy in 1927 to help the pound, just when an American boom — 
required tighter money. Then the Fed tightened policy after _ 
the crash, just when home and abroad required a loosening. — 
For Japan, one lesson from the 1920s is that “interna- — 
tional responsibilities” must not mean helping laxity abroad - 
through laxity at home. Like Strong, the Japanese finance _ 
ministry has tolerated a speculative boom in its domestic 
property and stockmarkets that could still end in a damaging. 
bust. It has done so partly because it has been gearing its mon- 
etary policy to helping the dollar. But the ministry has also- 
succumbed to pressure from local lobbies not to spoil the — 
speculative fun that has been lining their pockets. If that pres- _ 
sure is not resisted, and soon, historians may judge that Ja- — 

pan’s first spell as the world’s creditor was no better handled - 
than America’s. i 





Design your own planet 


Just imagine 


A A home, the earth has some merits. But think of the 
drawbacks. Too much of it is covered by water. Admit- 
tedly, without the water the climate would go to pot, but an 
air-conditioning system that takes up two-thirds of the planet 
does seem excessive; it does not even work very well. Parts of 
the planet are dauntingly cold, parts unbearably hot, parts 
arid, parts far too humid for comfort. Only the earth’s sur- 
face, and the first few kilometres below it, are of any practical 

. This is an intemperate waste of raw material. 

- What are the alternatives? First thought: scrap the earth 
and build from its rubble a hollow shell ten kilometres thick. 
You could make a celestial ping-pong ball with a radius 14 
times that of the earth, and a surface area 200 times greater— 
a far more efficient use of resources. Unfortunately, since its 
mass would be the same as the earth, the force of gravity at the 
surface would be only 12% of what it is here. 

On a smaller scale, gravity can be simulated. The centrifu- 
gal force in a rotating drum provides a reasonable substitute 
(observe how clothes in a spin-drier stick to its walls). Imagine 
a cylinder 500km long and 100km across, spinning on its axis 
once every eight minutes. À man standing on the inside of the 
curved surfacé would be held to the floor as strongly as on 
earth. The cylinder’s inside would provide as much space as a 
medium-sized country. A million such cylinder-states could 
be built by quarrying the entire earth, increasing the surface 
area available to man by a factor of 300. Of course, for envi- 
ronmental reasons, astro-engineers might prefer to demolish 
an uninhabited planet—perhaps Venus or Mercury. 

Cylinder-states offer many advantages over planets. Geog- 
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raphy becomes a matter of choice. There is ample scope for 
designer mountain ranges, and no need for deserts unless you ` 
particularly want one. On such a small scale, climate control 
is much easier. That does not necessarily mean bland 
weather; just no nasty surprises. Communication is wonder- 
ful: everyone can see everyone else. And cylinders can be 
shunted about, making them safer than planets because they - 
can dodge hurtling space debris. i 


To each his own utopia 


A solar system of cylinder-states would provide rich cultura | 
diversity, with ample opportunity for like-minded groups to — 
indulge in social—and even ecological—experiments. There 
could be Buddhist cylinders and Maoist ones, homes for liber- - 
tarians and anarchists, scrublands and rain forests. All the - 
states would be able to talk to each other, and to trade the 
most valuable commodity, information. But the intervening 
gulfs of space would make some of the less productive deal- 
ings that states have with one another on earth—such as ter- 
ritorial wars—impractical. ji 
Many utopias would fail hellishly; some would succeed. 
The trial and error could go on for a long time. There is 
enough material for 500m cylinder-states in the solar system — 
alone. Some self-contained nations might choose to take the 
long drift to other stars. By the time they arrived, generations - 
later, earth would be a dim memory, and the explorers would 
see the new planets that they found for what they are. Nice 
inside-out places to visit, but you wouldn't want to live there. - 
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_ When the mind began to clear: the ruins of the Aphaea temple on Aegina 


one 
«3 


GREAT YEARS OF HISTORY 





| 1989, and all that 


For those who like to roll the taste of history on their ton 


e, this has been a 


vintage year, ED not one of the greatest. Our list of the really big years 


of the past, minus 


T HAS been a wonderful year, a year your 
great-grandchildren's schoolbooks will 


— spend a whole chapter on; but it does not 


quite rank with the great years of history. In 


. the great years, something new is written 


into the human ledger. This year has been 
_an erasing year. It did a splendid job, clear- 
ing the page for whatever comes next; but 


.. that is not exactly the same thing. 


In 1989 one of history's bigger mistakes 
began to be rubbed out. The institutions of 
Leninist communism—one-partv rule, a 
"planned" economy—collapsed in much of 
Eastern Europe, looked pretty doomed in 
the Soviet Union, and were preserved in 
China only by the desperation of a commu- 
nist party that had failed to read Dean Inge: 
you cannot sit on a throne of bayonets, not 


- for ever. Half-noticed in the excitement 


. about all this, one of the last outposts of an 


older and murkier mistake may also have 


started to crumble, as South Africa's new 

president took a new look at his country's 

chances of preserving one-race rule. 

$ This is excellent. It makes 1989 even 
better than 1945, when Hitlerism was 

. erased—better both because Hitler, unlike 


14 


dam Smith's birthday 


Lenin, did not claim world-wide applicabil- 
ity, and because removing Hitler was a far 
bloodier business. Yet 1989 and 1945 were 
clearing-out years, not creating ones. To un- 
derstand the difference, look at a dozen or 
so of the dates in history that most people 
would agree were really top-ranking. No 
apology is needed for the fact that most of 
them are Euro-American dates. Today's 
world is shaped by the ideas that have 
emerged in Europe and North America in 
the past 500 years. On current evidence, to- 
morrow's world probably will be too. 


Tip a hat to Pericles 


Start with 457BC, as good a year as any to 
sum up the extraordinary thing that ha 
pened in Greece in the middle of the fifth 
century before Christ. In that year Pericles 
got Athenian democracy firmly on its feet, 
the temple of Zeus at Olympia was com- 
pleted, and Greeks mulled over the first pro- 
duction of the “Oresteia” of Aeschylus. 
That mid-century in Greece was like a 
great clearing of the mind. Compared with 
what had gone before—in Egypt, Mesopota- 
mia, Jerusalem, even India and China— 





thinking became sharper-edged, politics was 
seen to need an understanding between rul- 
ers and the ruled, the arts crystallised, ar- 
chitecture began to float. It was as if, for the 
first time, man stood back and took a steady 
look at himself. 

It was not happening only in Greece. In 
524BC or thereabouts Buddha sat under the 
bo tree, and in 50IBc Confucius started 
practising his ideas about social relations in 
a Chinese provincial town. In several parts 
of the world, those 60 years or so introduced 
a new clarity into the previous blur. But nei- 
ther Buddhism nor Confucianism ever won 
a global audience. Some of the things that 
came out of classical Greece did. Put down 
451BC as Year One of the world we kne 

The next huge year, even for non-Chris- 
tians, has to be 30AD, the probable year of 
Christ's death. Christianity has three claims 
to everybody's attention. It put together the 
things Buddha and Confucius had dealt 
with separately, and even the Athenians had 
not properly united—man's relations with 
God, and his relations with other men. It 
marked a new stage in the slow growth of 
human self-confidence: people who have 
been told that God became one of them, 
and let himself be crucified to help them, 
feel rather better about the human condi- 
tion afterwards. And it was the first religion 
to make a plausible claim to universality, 
even if it never quite brought it off. 

Nearly 2,000 years later, though Chris- 
tianity is said to be in decline, it is striking 
how much its ideas still colour the modern 
debate. If communism's collapse does leave 
free-market democracy as the only sensible 
way of running a government, two diffe 
tendencies will still compete with each c 
inside free-market democracy—the one that 
puts the emphasis on efficiency and individ- 
ual creativeness, and the one that leans to- 
wards compassion and shared responsibil- 
ity. The latter will draw much of its language 
from Christianity. In 1989 some the best ex- 
communists in Eastern Europe (most of 
them agnostics) have been saying that Marx 
was just a wellintentioned stumble on a 
road that began in 30AD. 

Then came a road-blocker of a year— 
410, when the Visigoths took Rome. In the 
ensuing confusion the Christian church sur- 
vived, but most other forms of organisation 
had to be slowly and painfully rebuilt. Eu- 
rope came to a halt for a few hundred years. 
Those who find that a Eurocentric state- 
ment should ask themselves what would 
have happened to subsequent history—the 
rise of Islam, the fifteenth and sixteenth cen- 
turies, the growth of European empires—if 
Europe up to the Danube and the Scottish 
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. 
border had remained one political unit, run 


from Rome. It wouldn't, of course; some- 
thing else would have ended the Roman mo- 
nopoly. But by breaking European history 
when it did, 410 made sure nothing would 
be quite the same again. 

While Europe was having its dark ages, 
enter Islam (622, when Muhammed fled to 
Medina). The Muslim religion brought to 
the region east and south of che Mediterra- 
nean the same sharpening of ideas that had 
already happened elsewhere. There is only 
one God, said Islam. A man's hope of 
heaven is part of the same subject as the way 
he behaves on earth. Let everybody be 
aware of his separate existence (a Muslim's 
chief religious duty is regular prayer to Al- 
lah, which needs no priestly help). Compas- 
sion is honoured, if not always practised. 

Here too the notion of the importance 
of the individual was beginning to take 
shape, and the individual was encouraged to 

k at himself, and the physical world 
around him, with a new detachment. This 
detachment is called objectivity. It is a neces- 
sary condition of art, science, philosophy. 

Not surprisingly, Islam produced a stun- 
ning explosion of those things. While Eu- 
rope was sitting in the dark, Islam was the 
firework display next door. This did not en- 
dure, because Islam as a culture did not dis- 
cover how to go on renewing itself. Blame 
geography: until engines needed oil, the 
Muslim heartland did not have an economy 
that could sustain a culture. Yet Islam as a 
religion endures, passionately; and Islam has 
been an essential part of the development of 
the world west of India. 

lt never quite made it into Europe, 
though. Muslims will please excuse the next 
pair of dates. In 732, at Poitiers, Charles 
Martel stopped Islam's left hook into Eu- 
rope, by the Moors through Spain. Almost a 
millennium later, in 1683, at Vienna, Jan 
©-bieski stopped its right hook, by the 

irks through the Balkans. These are not 
just European dates. If either of those battles 
had gone the other way, the great new fire- 
work display of politics, economics, science 
and popular culture that has arisen out of 
Euro-America in the past few centuries— 
which almost everybody else seems to want 
to imitate—might never have happened. 


The dawn wind 


After the fight at Poitiers, a very long pause. 
China went its way, changing dynasties ev- 
ery now and again, and polishing its own 
high private culture, without any apparent 
wish to share that culture with the rest of the 
world. India was going through a confused 
patch, and its Hindu religion and arts were 
also not for export. Meanwhile, Europe la- 
boriously reassembled itself. Then, in what 
Kipling called the dawn wind, came the first 
intimations of the astonishing sequence of 
inventions, intuitions and breakings-free 


that introduced the modern world. 
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Islam saw the same point 


Since science is a big part of that world, 
here are two early scientific dates, each cou- 
pled with a later date when the same bit of 
science made a new jump forward. 

Gunpowder is a good test both of man’s 
destructive power and of his willingness to 
control that power. Roger Bacon described 
gunpowder in 1249, and Europeans began 
to use it seriously in the next century. Did 
they employ this Chinese-invented instru- 
ment of obliteration more efficiently than its 
inventors had done? They did indeed: look 
at subsequent military history. Did they 
show any willingness to set limits on how 
they employed it? They did not: ditto. 

The follow-up date is 1945, when the 
first atomic bomb was exploded. This time 
the answer to the second question may be 
more cheering. Since Hiroshima and Naga- 
saki, nuclear weapons seem to have made 
men a little more cautious about risking war 
of any sort; but place no large bets on it. 

Then take printing (1456, the Guten- 





There stood Luther 
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berg bible). The ability to transmit 
ideas and information to a large num- 
ber of people may be the most inno- 
cent of science's products: less smelly 
than factory chimneys, less liable to 
fall out of the sky than aeroplanes. 
On balance, man has made good use 
of printing. Bad ideas get transmitted 
as well as virtuous ones, but at least 
everybody can make up his own mind 
which is which, and on the whole has 
made the choice quite well. The fol- 
low-up date here is 1926, when Baird 
invented television. It is far from clear 
that sending out the information in 
pictures, as distinct from words, is an 
improvement. lt hits the emotions 
harder but, so far, it tells you less. 

The biggest date in this period of 
rebirth, however, is not a matter of 
science. It is 1517, when Luther pinned up 
the case for free choice in religion on the 
church door at Wittenberg. That began his 
break with the Catholic church—the signal- 
gun for the Reformation and for the whole 
body of ideas, much wider than religion, 
that came in the wake of the Reformation. 

One way of looking at the history of the 
past 2,500 years is to see it as a slow, uneven 
but relentless focusing of human conscious- 
ness. Out of the tribal collective of the dis- 
tant past, men started to become aware of 
themselves as separate individuals. Each in- 
dividual had to make up his own mind 
about the big choices in life, and carry the 
responsibility for the choice thus made. If 
this is what had been taking shape since the 
fifth century BC, it was bound to collide with 
the sort of institution the Catholic church 
had become by 1517. 

By the time Luther took his stand at 
Wittenberg, the church was suffering from 
all the symptoms of monopoly authoritar- 
ianism. It had stopped producing new ways 
of meeting its people’s needs; its leaders 
were spending much of their time in a brutal 
competition for personal power; it was cor- 
rupt (Luther’s breaking-point was the sale of 
indulgences). Two years after Wittenberg, 
Luther repeated his defiance in a famous de- 
bate at Leipzig, a city that in 1989 has seen 
another bad case of monopoly authoritar- 
ianism defied by those who insist on decid- 
ing for themselves. So began the Reforma- 
tion, which took much of Christendom out 
of the Catholic church, led the Catholics 
into a counter-reformation of their own, 
and changed the future of Euro-America. 

Once this had happened in religion, it 
was going to spread into everything else. 
The other side of the coin to man’s growing 
confidence in his own judgment was his 
growing confidence in his ability to exam- 
ine, measure and predict the physical world 
around him. Examination and measure- 
ment led Galileo to conclude that the earth 
did indeed go round the sun; and although, 
in 1633, he recanted under threat of tor- 
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ture, kindly myth gave Calileo the muttered 
last word: eppur si muove. 

Not long afterwards, in 1666, that fall- 
ing apple at Woolsthorpe set similar pro- 
cesses to work in Newton's mind; the result 
was the theory of gravity. Between them, 
Galileo and Newton have as good a claim as 
anybody to be the fathers of modern sci- 
ence. The quality they shared was objectiv- 
ity, an insistence on the right to refer any 
issue to detached inspection. Authoritar- 
ians loathe objectivity, because it deprives 
them of their claim to lay down the law. 

Politics was one of the last areas of life to 
yield to the new approach, for the good rea- 
son that politics is where authoritarians 
have most to lose. Nevertheless, by the eigh- 
teenth century it was having to be admitted 
that if men could claim freedom in religion 
they were going to demand it in politics too. 
Unfortunately, getting hold of freedom 
proved unexpectedly tricky. The last quar- 
ter of the eighteenth century contained two 
years that stand for two different sorts of po- 
litical revolution. Until recently most people 
had thought one of these was better than 
the other. It is now becoming clear that 
most people had got it wrong way round. 

The first revolutionary year—the rather 
humdrum one, it used to be thought—was 
1775, when the American colonists set 
about removing the British so that they 
could govern themselves. The Americans 
were fighting for the simple principle that 
no small group of men could write the laws 
for a much larger number of people, espe- 
cially if the small group lived in a country far 
away. The Americans wanted to run their 
own lives, in whatever way a majority of 
them saw fit. This is liberal democracy, plus 
self-determination. 

The Americans won their point, and 
the shot fired at Lexington is still reverberat- 
ing round the world. The European revolu- 
tions of 1848 were fought on the same prin- 
ciple, and though they mostly failed they 
made it easier for democracy to come to 
these countries by other means later on. The 
post-1945 freeing of the colonial empires 
was carried out in the name of self-deter- 
mination and liberal democracy, though it 
achieved little of the second. And in 1989 
yet another echo from Lexington has been 
crashing, this time more efficiently, round 
Eastern Europe. 

The American model has one draw- 
back. It tends to produce a lot of nation- 
states, and a nation-state is no less keen on 
asserting its national interests when it is a 
democracy. This makes for an abrasive 
world; parts of Eastern Europe may soon be 
feeling the awkward side of liberated nation- 
alism. For government by the consent of the 
governed, though, nothing has yet been in- 
vented to beat this definition of democracy. 
The majority decides how it wants to run the 
place—with luck, being gentle to the minor- 
ity—until a new majority takes shape to re- 
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place it. No general rule applies, except that 
people must be free to make and re-make 
their own rules. 


A two-century cul de sac 


The eighteenth century's other revolution- 
ary year was 1789, when France revolted 
against king and nobles; but that revolution 
went off in a different direction. The eigh- 
teenth century, "the Enlightenment”, was 
an eerily self-confident time. In some ways— 
in its music, its code of civilised conduct, its 
rather cerebral poetry and drama—it was a 
high point of European culture. But it was 
also the century that produced the Idea. By 
this time the liberation from pre-fifteenth- 
century constraints on the human mind was 
so complete that some people, particularly 
in France, got over-confident. They thought 
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A shot still heard 


they could work out, with the force of scien- 
tific certainty, a set of general rules for the 
well-being of mankind. Apply those rules, 
and a new world would have begun. 

The 1789 revolution, after a generous 
start, soon degenerated into the madnesses 
of ideological certainty. Not everybody 
agreed what the new rules were, so the slow- 
minded had to be coerced. This worried 
some of the makers of the revolution, so ter- 
ror had to be applied to them too. By 1793 
royal autocracy had been replaced by revolu- 
tionary autocracy. lt was a process to be- 
come wearily familiar again after 1917, 
when another revolution driven by a similar 
demon of an Idea took place in Russia. The 
chief difference in Russia was that Lenin 
had prefaced his revolution by announcing 
that it would all be done by a single, certain- 
of-itself party, so the arrival of the new au- 
tocracy took no time at all. 

France, and its neighbours, were luckier 
than Russia and its neighbours. The chaos 
of the 1790s made an impatient general 
think he had better get a grip on France. Na- 





poleon turned out to be an old-fashioned 

sort of dictator, and he also lost a war: a 
combination that helped France to struggle 
relatively soon out of the mess that 1789 had 
brought about. Russia and the empire it cre- 
ated had to wait for 70 years before it found 
a leader willing to admit to second thoughts. 

The upheaval of 1989 is the beginning 
of the end of Lenin's 1917 revolution. It 
may also be the end of the wider error that 
began exactly two centuries ago: the notion 
that politics is a science, that people can be 
governed out of a laboratory. 

And the bright white space on the page, 
thus rubbed clean to make way for some- 
thing new? The puzzle of 1989 is that no- 
body seems to have any clear idea what the 
next entry in the ledger might be. For the 
first time in centuries, no novel political idea 
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urgently offers itself. The apparent triumph 
of the individual over ideology presuma 
leaves free-market democracy as the worl 
chief politico-economic system. Since na- 
ture abhors a uniformity, the sub-categories 
of free-market democracy will doubtless now 
compete with each other more vigorously. 
None of this, though, is new. 

[n fact, it would be odd if politics or eco- 
nomics were the issue that led to history's 
next great year. They were the subject of the 
last argument, which has just been settled. 
The next argument will probably be about 
something different: something out there in 
the misty ground beyond the now routine 
organisation of everyday life. Muslim funda- 
mentalists know what they think the next 
hundred years will be about. So do the 
pushy new sects on the fringes of Christian- 
ity. Neither of them looks quite like the 
bringer of the future. But they may be point- 
ing in the right direction. Unless, that is, the 
end of history really has arrived. How unlike 
history that would be. 
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THE YEAR OF THE REFUGEE 


Voting with their feet, their 
Trabants and their oars 


It has been a year of exodus—of East Germans welcomed in West Germany, 


of boat peop 


expelled from Hongkong, and of millions of others unno- 


ticed except by their reluctant hosts. How is the world to cope with these 


huge movements of people? 


T WAS all so much simpler when the 
numbers were smaller. Then everyone 
could recognise a refugee without diffi- 
y—this wretched woman clutching her 
small child and a few mementoes of a world 
now shattered by war, that brave fellow who 
had slipped over the East German border 
past steely communist guards, that delight- 
ful ballerina from the Bolshoi. To welcome 
such people was, for most westerners, a plea- 
sure. But now, “Well, there are so many of 
them; some of them come from countries 
which really aren't too awful, you know; and 
lots of them aren't at all like us. Perhaps 
they're not really refugees at all?” 

The question is being asked more and 
more often in the West, and not just by big- 
ots. Yes, each year brings an increase in 
numbers. Yes, some of the countries from 
which they flee, notably those moving from 
communism to democracy, are hardly tyran- 
nies. And ves, some of them are different 
from the refugees of yesterday. They come 
not from neighbouring countries, with simi- 
lar cultures and religions, but from far 
-*-ld, some from half way round the world; 
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The way it has changed: a thousand East Germans today. . . 


where once the movement was east-west, 
now it is mainly south-north. 

But are they refugees, or something dif- 
ferent? Economic migrants, perhaps? And if 
so, do they have less claim on the liberal 
western conscience? Motives are being ex- 
amined as never before, and refugees are be- 
ing categorised accordingly. The trouble is 
that nearly all refugees have mixed motives, 
an all-embracing "better life" often being 
the main one. 

Nothing wrong with that. That has al- 
ways been the motive behind most emigra- 
tion to the United States, and to other west- 
ern countries too. (Few Europeans can claim 
to be pure-bred; even insular Britain has ex- 
perienced—and been enriched by— waves 
of immigrants, from Saxons, Vikings and 
Normans to Huguenots, Irish and Jews.) It is 
scarcely surprising that Vietnamese take to 
their boats and East Germans to their 
Trabants in search of both the ballot and 
the beefsteak. Just as prosperity and political 
freedom go hand in hand in the liberal dem- 
ocratic ideology whose triumph the West is 
(perhaps complacently) celebrating, so they 


~~ 


are intertwined in the minds of those who 
are newly able to turn their back on commu- 
nism. And why shouldn't non-commu- 
nists—whether Tamils, Lebanese or Salva- 
dorans—want a better life, too! 

However reasonable the desire, the 
richer countries of the western world are 
now rejecting it as a sufficient reason for ad- 
mittance. West Germany welcomes its 
brothers from the East because they are 
brothers, and because its constitution tells it 
to. No such welcome would be given to 
Poles or Czechs or Bulgarians, in Germany 
or anywhere else. Everyone has seen what 
can happen. A few hundred East Germans 
cross the border one day and are accepted in 
the West; next weekend the hundreds have 
become thousands; next month the thou- 
sands are hundreds of thousands. Western- 
ers feel they cannot cope with all the would- 
be fugitives from communism, let alone all 
the would-be fugitives from poverty. 

They may be right. But they should not 
imagine that theirs are the only, or even the 
greatest, concerns raised by the recent 
growth in refugee numbers. 


No place like home 


On a broad measure, the world contains 
some 15m refugees. Statistics are unreliable. 
Definitions vary, movements are often un- 
recorded, and some countries do not want it 
known that they admit dissidents (Lebanese 
or Iranians perhaps), while others have an 
interest in inflating the figures (in order to 
get more aid). But doubts or disagreements 
over numbers should not foster myths. 

The first misconception that needs to be 
dispelled is that most refugees are in the 
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West. They are not. Most are in Asia and 
Africa (see maps); Pakistan alone is host to 


.— Total 


B 


w^ 


The second misconception is that most 
refugees are simply looking for a bigger wage 
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Figures in tables exclude countries with fewer than 1,000 refugees. 
Some numbers are rough estimates 
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packet, a better house and brighter pros- 
pects for their children. Most are in fact vic- 
tims of upheavals caused by wars, typically 
of national self-determination. Into this cat- 
egory would fall the Afghans (2.35m in Iran 
besides those in Pakistan), the 1.25m Mo- 
zambicans in central and southern Africa, 
the 890,000 Palestinians in Jordan (another 
294,000 in Lebanon), the 660,000 Eritreans 
in Sudan, the 350,000 Somalis in Ethiopia, 
the 350,000 Sudanese in Ethiopia, the 
320,000 Cambodians in Thailand, the 
250,000 Central Americans in each other's 
countries, the 200,000 Iraqi Kurds in Iran 
(plus another 50,000 in Turkey), and so on. 

The vast majority of these people want 
to return home. Anyone who doubts this 
should simply look at the number of Af 
ghans who are seeking entry to the West: 
hardly any, though 6m are at present living 
outside their borders. Misconception num- 
ber three, therefore, is to think that perma- 
nent resettlement is the best solution for ref- 
ugees. The best solution, both for them and 
for everyone concerned with them, is to re- 
turn home, as some 41,000 Namibians have 
done this year. 

The desire to go home is at the root of 
the refugee's wretchedness. Camps, grim 
though they often are, may offer greater se- 
curity and better nutrition than a subsis- 
tence life at home. In material terms, re- 


El Salvador 6,000 El Salvador 120,000 
Cuba 2,000 Other 1,400 
Cuba 2,000 Nicaragua 7,400 
Haiti 2,000 El Salvador 7,000 
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Haiti 6.000 Panama 1,400 
NT ER aie El Salvador 600 
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settlement in the West may offer more still. 
But typically the refugee's lot is poignant. 
Even those who think they have turned 
their backs on their own countries for ever 
and are determined to make a new life else- 
where may become dreadfully unhappy. 
The Vietnamese are a case in point. 
Many have flourished in the United States, 
but the 18,000 who have come to Britain 
have not, for the most part, settled in well. 
Even in America, the incidence of psycho- 
logical breakdown among Vietnamese is 
enormously high; in some places, such as 


Utah, they have been miserable. 

Politics, politics 

It is tempting to see this as further evidence 
that the intellectual distinction between a 
refugee, the unhappy victim escaping per- 
secution, and an economic migrant, the 
enterprising fellow who sets off for greener 
pastures, is hard to draw in practice. Thar ie 
indeed so. Yet some "pure refugees", tha 
people who wish only to go home, can make 
remarkably successful lives in exile; Eritre- 
ans are a notable example. Why? Maybe be- 
cause of the strength of their belief in a 
cause—for Eritreans, the secession of their 
country from Ethiopia, for which some of 
them have been fighting for nearly 30 years. 
Politics keeps them going. 

Politics may also make refugees unwel- 
come. Britain's record on refusing to admit 
Kurds from Turkey is inexplicable in any 
other way. Though the persecution of Kurds 
in Turkey is less severe than it was, it un- 
doubtedly continues. A couple of those Brit- 
ain has sent back to Turkey were at once ar- 
rested and beaten up (they have since been 
released); others have set fire to themselves 
in Britain rather than go home. Why is Brit- 
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Flectri ABB is a world leader in electric traction. 


We have unique resources to meet the increasing demand 
from both transit authorities and passengers for safe, convenient 
railways and urban transportation systems. 

f mo Railbound vehicles are bringing relief 
DOWC VCS to the world's rapidly growing mega-cities, 
burdened by heavy traffic and severe pollution. High-speed trains 
are becoming a cost-effective alternative to intercity airlines. 
milli We provide a total range of products and services in this 
ons e field, from the design and manufacture of locomotives to the 
supply of complete rail transportation systems. 

We meet the need of mainline and freight railways, suburban 
and urban commuter trains, underground systems, light rail vehicles 
and trolley bus networks. Extensive research and development 
programmes have produced revolutionary results in sectors as 
diverse as three-phase AC drives, new bogie technology and high- 
energy batteries. 

With our multidomestic organization, we are able to work 
closely with project partners and transportation authorities all over 
the world. 


Our century-old reputation as Europe's foremost electrical 


engineers continues to grow. We are determined to help electric 


power move millions of people — on into the 21st century. 





Heavy haulage locomotives for coal transportation in Queensland, Australia. 
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ain so harsh? Not for racist rea- 
sons: Ethiopians in similar cir- 
cumstances would probably be 
accepted. But Turkey is a NATO 
ally; Ethiopia is a communist 
country. And in an age of fun- 
damentalist terrorism, western 
authorities are terrified of ad- 
Eastern 


Few refugees are fanatics, 
but some are politically in- 
volved and even more are edu- 
cated. It is not the poorest who 
get up and go, certainly not to 
the West; it is those with the 
money—to bribe officials to 
turn a blind eye and then to pay for the air 
ticket to Warsaw, whence they make their 
way west. Many have been expensively 
trained. Universities and hospitals all over 

' » West are staffed by exiles from abroad. 

_ Such refugees are plainly not a drain on 
the society that gives them a place. Indeed, 
academic studies have shown that where ref- 
ugees are allowed to work (as, for instance, 
Eritreans have been in Sudan) they place no 
burden on the local economy. Other studies 
have shown that resettled refugees typically 
contribute more in taxes than they consume 
in services. But a sudden influx can cause 
immense disruption. The arrival of 3.6m Af- 
ghans in Pakistan is an example on a large 
scale. A smaller one was th 
the Cambodian population of Lowell, a 
town in Massachusetts, from 3,500 in 1985 
to 20,000 in 1988. Not long ago Trelleborg, 
in southern Sweden, suddenly 
found itself playing host to a 
trafic of 300 Palestinians a 
month. 

Some worry that refugees 
to the West tend to perpetuate 
dying industries and postpone 

2 switch to high technology, 

cause immigrants are drawn 
to work (for low wages) in the 
trades they know, using what- 
ever skills they bring with 
them. Thus textile industries 
are kept going in Israel (by Jew- 
ish immigrants), in Canada (by 
Indochinese) and in the 
United States (by Latin Ameri- 
cans), while Japan (which accepts few 
incomers) forges ahead with new 
technologies. 

But on balance refugees are useful. Be- 
ing both educated and enterprising, they 
contribute to the economy in which they 
work. (The corollary is that they impoverish 
the countries they leave, many of which are 
among the poorest countries in the world.) 
And being politically without rights, they 
are frequently susceptible to exploitation. 

Nowhere is this more apparent than in 
the Middle East, which is where the largest 


groups of “spontaneously settled" refugees 
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Austria 15,700 13,000 
Hungary 5,000 Various 13,000 
Czechoslovakia 2.700 9,200 
Romania 2,200 Various 9,200 

Cyprus 40,000 Bulgaria (Ethnic Turks) 300,000 
Lebanon 40,000 250, 
Various 5,500 Yugoslavia 1,400 

Hungary 20,000 
Romania 20,000 


* Excludes the 350,000 ethnic Germans trom the Soviet Union, Poland and Romania 
and the 350,000 East Germans who have come to West Germany this year. 


live and work. Because they are settled, al- 
beit temporarily, the international organisa- 
tions do not regard them as refugees at all 
(and so they do not appear on our maps), yet 
that is what many of them are or will soon 
become. Who are they? Mostly Eritreans 
and Somalis, but also Iranians, pd Pal- 





Gaza Strip 469,400 294,300 
Palestinians 469,400 Palestinians 294,300 
India 294,300 Nepal 12,000 
China (Tibet) 100,000 China (Tibet) 12,000 
Bangladesh 96,000 Pakistan 3,647,000 
Afghanistan 5200 Afghanistan 3,622,000 
iran 1,400 iran 25,000 
iran 2,950,000 Palestinians 272,800 
Afghanistan DÀ (01 E E E E reaches 
iraq 600,000 West Bank 398,400 
Iran 75,000 Worth Yemen 50,000 
A "R- UNDE Rerum) MTS South Yemen 45,000 
Jordan 899,800 Other 5,000 
889,800 


` The Gulf exiles are perhaps unique in diei 
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estinians, Tamils and others. kA 
Where are they? Mostly in the - 
United Arab Emirates, Nu 
and Saudi Arabia. 

Some 5m migrants work in - 
the Gulf; most are welcome, — 
for a time, but not for ever. 
When their work permits ex- - 
pire, they are expected to go 
home, before they can put 
down roots and establish per- 
manent residency. But as many 
as 2m may be unable to go 
home. No mercy is shown 
these unfortunates; Eritreans - 
may be taken out to sea by the - 
Saudi authorities and dumped - 
on the Dahlak islands off the Ethic pian n 
coast. Many fall victim to pirates. Thou- 
sands are reckoned to have died. As the 
Gulf states' population is now growing at 
342% a year—it is expected to double in 20 © 
years—the demand for foreign workers is | 
likely to decline. Many of the "spontane- - 
ously settled" are thus set to become sponta- 
neous refugees, this time in Europe. E; 


The plight of the rejected 


ruthlessness of the treatment they face, but - 
in one respect they are typical of many oth- 
ers: they do not conform to the official defi- - 
nition of a refugee. It is these “non-refugee”” 
refugees who present the new problem ea 
the age. 
The only definition with much interna- 
tional acceptance is contained in the 1951 
United Nations convention on 
refugees. It says that a refugee 
is someone fleeing his country 
for reasons of persecution, or 
well-founded fear of it, because 
of his “race, religion, natio al- 
ity, membership of a 
social group or politi 
ion". The criteria apply to t the 
individual, not the group, and 
they exclude not just econom e 
migrants but also victims 
armed conflicts (though i 
1949 western countries were 
ready to define a Palestinian 
refugee as someone who ad 
lost his home as a result etes the 
conflict the previous year). i 
In 1951 the refugee problem 
manageable. Of some 30m nes 
rooted by the second world war, all but. 
|! m-2m had been found homes; most o 5 
those not yet settled were European, 2 
most were fugitives from communism. 
Europeans were not of great concern to the 
western-dominated UN. Since western coun- 
tries looked favourably upon anyone fleein 1 
communism, they chose not to apply theo 9 
ficial criteria too strictly. i 
How differently they feel toda 
ently not just from then but iura 
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Afghans only want to go home 


other. Many Americans still believe that the 
desire to leave a communist country is tanta- 
mount to evidence of persecution. That was 
the basis of America's refugee law until the 
1980 Refugee Act brought the 1951 UN cri- 
teria into America's definition. It did not 
make much difference. Most refugees admit- 
ted to the United States continued to come 
from communist countries. Then, in De- 
cember 1988, the State Department an- 
nounced that the United States could no 
longer presume a well-founded fear of per- 
secution on the part of Soviet émigrés. 

Even so, in the current fiscal year some 
9696 of the 125,000 to be admitted to the 
United States as refugees will come from 
communist countries. Last year nearly two- 
thirds of all refugees admitted to America 
came from just three countries, 
each communist: Russia, Viet- 
nam and Laos. Of the 3,500 ad- 
mitted under the heading 
"Latin America and the Carib- 
bean”, 6996 came from Cuba, 
a few from Nicaragua. lranians 
made up almost all of the 
remainder. 

America has felt under a 
special obligation to fugitives 
from Vietnam, of whom it has 
admitted 857,000 since the 
end of the war in 1975. They 
are still being admitted. Now, 
however, even America's hos- 
pitality is wearing thin, though 
not as thin as others'. The 
problem is that the unques- 
tioning resettlement of the first 
900,000 refugees from Viet- 
nam has created an expecta- 
tion among their fellow-coun- 
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trymen that a new life in the West awaits 
them too. Britain, the colonial overseer of 
Hongkong, where many of the boat people 
turn up, does not see it that way. America 
does not want to take them in; nor does it 
want to see them sent back. 

The boat people wrench the western lib- 
eral conscience more than any other group. 
They are fleeing a communist country 
touched by a modicum of perestroika in eco- 
nomic affairs but virtually no glasnost. The 
penal code prescribes up to 20 years in 
prison for those convicted of leaving the 
country illegally. And many boat people 
have shown the depth of their determina- 
tion to leave by risking rape, robbery, mur- 
der and death by drowning on the high seas. 
Some say they would sooner commit suicide 
than return. 

Yet few of today’s boat people can be 
considered refugees in terms of the 1951 
convention. Maybe the "screening" process 
by which this judgment is made is biased 
against them, as critics say. But even if twice 
as many were accepted as refugees, that 
would still leave the majority defined as eco- 
nomic migrants. Unlike most of the early 
refugees, these boat people are not, for the 
most part, ethnically Chinese, in danger of 
persecution on the grounds of race. Most 
are not even southerners, who might have 
worked for the American government or its 
South Vietnamese allies during the Viet- 
nam war. And most of those in Hongkong 
(those elsewhere are different) have not 
taken a particularly arduous route to get 
there. Some have come through China, on 
foot or by bus, until the very last part of the 
journey. Others have travelled all the way by 
boat, but sailing by day and spending each 
night in a harbour: expensive in bribes, but 
not especially hazardous. 

The Hongkong authorities protest too 
much about their difficulties. At present 
they have to look after no more than 57,000 








boat people. The colony, though densely 
populated, is rich and could accommodate 
more inhabitants. Further, it suffers from a 
labour shortage. As for the people of Hong- 
kong, they may—after 1997, when the col- 
ony is handed back to China—find them- 
selves in a position just as unenviable as the 
boat people's. Maybe they should do as they 
would be done by. 

But the boat people do not want to set- 
tle in Hongkong. The vast majority want to 
go to America. America, however, will not 
take them. Nor will the countries of South- 
East Asia, most of which heartily dislike 
Vietnamese, and have had their fill of them. 
After 1979 Vietnam's neighbours in Indo- 
china made it plain that they would accept 
boat people only if, and until, they could be 
resettled in the West. The West won't ac- 
cept them—so they get pushed out to sea. 


Yes to Vietnamese, no to Chinese? 


The next awkwardness is that Hongk« 
has for years been sending Chinese refugees 
straight back to China. About 50 a day are 
booted back over the border—into the 
hands of a regime little more benign than 
the one in Vietnam. If Hongkong were to 
allow the boat people to settle, it should, in 
order to be even remotely even-handed, also 
admit Chinese refugees, many of whom may 
be related to Hongkong citizens. Politically, 
that would just add to its problems. 

A further consideration is the Orderly 
Departure Programme. Vietnam is not such 
a nasty country that it forbids all its citizens 
to leave. Each year thousands of Vietnamese 
are allowed to emigrate: some 24,000 last 
year, perhaps 50,000 this year, maybe 
10,000 or 80,000 in 1990. Some of the boat 
people who turn up in Hongkong are genu- 
ine refugees in fear of persecution, who 
might stand no chance of leaving legally; 
they plainly deserve to be given asylum and 
resettlement. But the majority are in eff 
just trying to jump a queue. _, 
resettling them, the West 
would aggravate the task of 
finding homes for their more 
patient compatriots. 

It would also encourage 
the arrival of another lot, and 
the same set of problems all 
over again. No one who deals 
with refugees seems in much 
doubt about this. Boat people 
leave Vietnam in the belief 
that they will be resettled— 
with a bit of luck, in Califor- 
nia. Each Vietnamese who is 
resettled, no matter how long 
he has spent in a camp, and no 
matter how squalid the camp, 
strengthens the belief among 
others still in Vietnam that 
this is a sure way to get out. 
Even if just one Vietnamese in 
ten wants to go, that means 6m 
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more could be on their way. 

The British government's solu- 
tion to this is to send the "economic 
migrants" among the boat people 
back to Vietnam; this, it argues, is the 


only way to end the expectations of 1983 
1985 200,000 
1987 


automatic resettlement. Britain 
would have preferred them to go 
home "voluntarily", as a few have. 
But only a few: in the period to Octo- 
ber 1989 during which 400 werit 
back, 38,000 arrived. Hence the 
change in policy, making repatriation 
no longer voluntary but “manda- 
toy" (by the end of November, as Britain's 
intentions began to look unshakable, the 
number of volunteers had risen to 150 a 
week). Britain considers repatriation, ugly 
though it is, to be more humane than the 
present policy of endlessly filling up camps. 
It insists that boat people in danger of per- 
--~ytion will still be admitted. The aim is 
'ely to make it plain that Hongkong can- 
not accept more illegal immigrants. 
Repatriation to Vietnam is not new. 
Some 60,000 went back voluntarily from 
Thailand to North Vietnam in the early 
1960s; 4,000 more returned from New Cal- 
edonia a few years later; 1,600 went home 
from the United States in 1975. And since 
1984 more than 3,000 Laotians have been 
sent back to Laos against their will, in addi- 
tion to 10,000 who have gone back volun- 
tarily. As part of a plan of action adopted at 
an international conference on Indochinese 
refugees in Geneva last June, Vietnam said it 
would allow the United Nations High Com- 
missioner for Refugees (UNHCR) to monitor 
the treatment of refugees who volunteered 
to return home; it also promised that they 
would not be prosecuted or discriminated 
against for having left Viet- 
nam ill ! 
Many, though not all, of 
` se most closely concerned 
h the boat people regard 
the June conference as a suc- 
cess. They had found homes 
outside Vietnam for the 
54,000 boat people who had 
e landfall by cer- 
tain dates (June 15 1988 for 
Hongkong, March 15 1989 
for the South-East Asian 
countries). And they had pre- 
served the principle of first 
asylum, by which the coun- 
tries of South-East Asia 
agreed to accept boat people, 
however temporarily, rather 
than push them back out to 
sea. This was of importance, 
not just for humanitarian rea- 
sons but because it ensured 
that anyone genuinely fleeing 
persecution could still find 
sanctuary. 
America, however, does 


THE ECONOMIST DECEMBER 23 1989 





At the rich world's door 
Asylum-seekers in Western Europe, the United States and Canada 
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not care for the idea of sending boat people 
back, even though it readily sends back 
other would-be immigrants from its own 
borders. Mexicans, of course, face no pen- 
alty in their own country if repelled by the 
United States; many will just try to slip over 
the Rio Grande again in a few hours or days. 
But Haitians are not so fortunate. 

There is no doubt that most Haitians 
who try to enter the United States are eco- 
nomic migrants, much like most other 
would-be Americans, including Vietnamese 
and Cubans. But Haitians receive a uniquely 
fierce rebuff. In the 1970s, when they first 
started arriving, they were routinely impris- 
oned while their applications were pro- 
cessed. In 1981, with the agreement of the 
Haitian government, the Reagan adminis- 
tration decided that it would be simpler to 
intercept the Haitians’ boats on the high 
seas and tow them back to Haiti. Under this 
policy, immigration officers now screen the 
Haitian boat people at sea, under the eye of 
a Haitian—and then send them back. Of 
more than 20,000 thus intercepted since 
1981, only six have been admitted to the 
United States to pursue their claims for asy- 
lum. The State Department, 
however, continues to clas- 
sify Haiti as a country where 
basic human rights are habit- 
ually abused. 

Haitians would get a 
warmer welcome if they were 
fleeing a communist regime, 
not just a nasty one. But even 
flight from communism is 
ceasing to be enough to get 
migrants through the acid 
test: as the reds turn pink, 
communism is becoming a 
helpful but not a sufficient 
condition for admittance to 
America. The first to notice 
this are the newly semi-liber- 
ated of the Soviet Union and 
Eastern Europe. 

Last year, for instance, 
the United States took about 
9,000 Eastern Europeans, 
mostly Poles and Hungar- 
ians—about half of those 
who applied. This year about 
three times as many have 


asked for asylum—and a much small- 
er proportion will get it. Soviet refu- 
gees will fare even worse. Until May 
1988, when the New York Times 
drew attention to it, virtually any So- 
viet refugee could come to America. 
Then a screening system was brought 
in. This led to an outcry in Congress, 
and bills to give automatic entry to 
any Soviet Jew or Pentecostal, soon 
amended to include Ukrainian Cath- 
olics, Indochinese and so on. 

The administration no longer be- 
lieves that all Soviet Jews and evan- 
gelicals are persecuted. It would like to ex- 
amine applicants case by case, and bring in 
30,000 a year over five years. But the de- 
mand is far greater. When, at the beginning 
of October, the Americans started to pro- 
cess all Soviet applications in Moscow, they 
received requests for more than 100,000 
forms within a week; only by rushing in ex- 
tra forms were they able to stop a black mar- 
ket developing. This year's applicants may 
number 250,000; next year's could be more. 


In the name of Beelzebub 


Screening applications in Moscow makes it 
easier to say no. That becomes much harder 
when the applicant is at your border, on 
your quay or in your airport—as both 
Americans and Western Europeans are 
coming to appreciate. 

The numbers of these applications for 
asylum have grown enormously over the 
past ten years. In the United States they 
were running at fewer than 3,000 a year in 
the 1970s; in the 1980s the annual figure has 
sometimes risen to more than 60,000. In Eu- 
rope, even before this year's exodus from 
the East, the increase has been just as dra- 
matic. Switzerland, which had some 3,000 
asylum-seekers in 1980, had nearly 17,000 
last year. Denmark's rose from 300 in 1981 
to 10,000 in 1985. 

The table above is copied from the 
blackboard of an official in the UNHCR in 
Geneva. It excludes the 350,000 or so East 
Germans and 350,000 other ethnic Ger- 
mans from the Soviet Union and Eastern 
Europe who have gone to Germany this 
year; it also excludes the most recent move- 


ments of Bulgarian Turks, and of Jews and 


other emigrants from the Soviet Union. Itis _ 


not absolutely accurate, being in part a fore- 
cast, What it shows, in round numbers, is 
how many asylum-seekers the countries of 
Western Europe, Canada and the United 
States are now dealing with. It also shows 
the numbers waiting to have their applica- 
tions processed, the costs of dealing with 
them, the proportion whose claim to be a 
refugee is upheld—and the proportion who 
stay, regardless of that finding. 

Who are these new asylum-seekers? The 
table on the left shows where they came 
from in 1983-88. In Western Europe nearly 
half were from Turkey, Poland and Yugosla- 
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via—none of them intolerably repressive 
countries, even in the early 1980s, certainly 
not now. Most came asking for asylum but 
plainly looking for work, assuming no doubt 
that even if their applications were turned 
down they would somehow be able to stay. 

Correctly. Although different countries 
have different procedures and criteria for ac- 
cepting refugees, the West is generally pretty 
ineffective at getting rid of them. Some 
countries such as Canada and the Nordic 
states used to have liberal policies; 
they have recently tightened them, 
largely in response to fears of a politi- 
cal backlash at the numbers coming 
in. Others, notably West Germany, 
still find it hard to say no to a refugee. 
And in most countries an asylum- 
seeker, once admitted, can embark on 
applications and appeals procedures 
which take years to complete, by 
which time he may have married, had 
children or gone underground. If and 
when the time comes to chuck him 
out, protests may make it politically 
awkward to do so. (Remember Mr 
Viraj Mendis, the Sri Lankan who 
took sanctuary in a church in Man- 
chester before he was eventually de- 
ported to Sri Lanka last January? No 
harm has since come to him.) 

In some respects a liberal regime 
suits western countries. Switzerland, 
for instance, which allows asylum- 
seekers to work while awaiting a ver- 
dict on their claim to be refugees, at 
present welcomes their cheap labour. 
Israel is delighted that America will 
no longer accept all Soviet Jews; it 
hopes to bring in 100,000 Soviet emi- 
grants in the next three years. West 
Germany, worried about a falling 
birth rate and an aging population, 
stands to gain enormously, in the me- 
dium-to-long run, from the influx of 
young German blood from the East. 

But in other respects the system is 
nearing breakdown. The cost is huge: Swe- 
den alone spends more on the care and 
maintenance of asylum-seekers than the en- 
tire annual budget of the UNHCR, whose 
responsibility is to the whole world's refu- 
gees. The real issue, however, is rumbers. 
Even though the western countries took on 
an extra 1,000 administrative staff in 1988, 
they cannot cope with the flood of appli- 
cants. As a result, asylum-seekers are in ef- 
fect becoming immigrants. The question 
that follows is whether immigrants should 
be accepted on this foot-in-the-door princi- 
ple, or whether it should be a more orderly 
affair that gives consideration to the histori- 
cal obligations of the host countrv, family 
reunification and the nature of the state be- 
ing abandoned. 

The United States at least tries to oper- 
ate on some principles, even if it is not quite 
honest about what they are (fugitives from 
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communism and Iranian mullahdom first). 
It sees itself as a country of immigration. Eu- 
ropean countries do not, though that is 
what they have become. Proportionate to 
their populations, France and West Ger- 
many now take more immigrants than the 
United States. Indeed the total European in- 
take is now generally larger than that of Aus- 
tralia, Canada and the United States com- 
bined. In several European countries the 
proportion of people born abroad is 10- 





And a few million more waiting to come 


15%, compared with 6% in the United 
States. 

It is a huge change. For most of its his- 
tory Europe has been an exporter of people; 
45m Europeans went west in the nineteenth 
century alone. Not until the 1960s did Eu- 
rope become a region of net immigration. 
At that time the United States began to slow 
the turnstiles, old colonials returned from 
Europe's empires and a booming European 
economy drew in guestworkers from around 
the Mediterranean. All this was managed 
fairly easily in the 1960s and 1970s. Political 
controversy surrounded the (officially en- 
couraged and wholly legal) immigration of 
West Indians and Asians to Britain, but 
most of the asylum-seekers—few in number 
anyway—were either Europeans or resi- 
dents in Europe. Then, in the early 1980s, 
came the new wave of asylum-seekers, many 
of them from third-world countries such as 
Iran, Lebanon and Sri Lanka. 


Now other changes are taking place. 


The European Community is in the middle 


of project 1992, which entails the free move- 
ment of people within the 12 EC countries. 
And the populations of some of Europe's 
neighbours are exploding. Just as Mexico 
sends its surplus people to the United 
States, so North Africa and Turkey look 
likely to want to send theirs to Western Eu- 
rope. Will the Mediterranean prove a more 
formidable boundary than the Rio Grande? 
Probably not. Demographers reckon 
that the population of the three Ma- 
ghreb countries (Algeria, Morocco 
and Tunisia) will be twice the size of 
France’s by 2010, and maybe 100m- 
120m by 2030. That, coupled with 
guesses about their likely pace of eco- 
nomic growth, leads to speculation 
that some 25m of their people will 
move out over the next 40 years. Tur- 
key, with more than 50m inhabitants 
today, is set to become the most pe~- 
ulous European member of the Or 
nisatiorf for Economic Co-operation 
and Development by 1995. Already 
about 1'/2m Turks live in West Ger- 
many—and, over the past 20 years, 
about 9m North Africans have gone 
north to work in Europe. Clearly 
more will come. If Egypt were to burst 
its seams, that more could be lots 
more. Egypt’s 50m people at present 
occupy a land area no larger than 
Switzerland; they are expected to 
double in number by 2025. 


Tough justice 

One response to all these guesses and 
projections, not to mention the 
present chaos that faces refugees and 
asylum-seekers, is to say that the 
richer countries should abandon all 
immigration restrictions and let in 
anyone who wants to come. The sup- 
ply of job-seekers would at some st 
meet the demand, after which num 
would tail off, and meanwhile rich and poor 
would both prosper, economically. 

Would the entire population at once 
move north? No; most people want to stay 
where they are, and even where there is a big 
wage differential between neighbours (a cru- 
cial cause of economic migration) only some 
people respond to it. This is the experience 
of Mexico and the United States. 

Yet, however small the proportions, the 
absolute numbers would still be huge; they 
are already big. And some migrants would 
still come even when there were no jobs for 
them to fill; others would stay on during 
economic recessions after their jobs had 
gone. Employers might not mind, but it is 
idle to imagine that western electorates in 
general would tolerate unlimited immigra- 
tion. Voters are often more tolerant than 
politicians imagine, but the recent success of 
the National Front in France and the rise of 
populist right-wingers in Norway and West 


THE ECONOMIST DECEMBER 23 1989 











Germany testify to the strength of anti-im- 
migrant feelings in the West. 

The moral is that the rich countries can 
absorb incomers, whether refugees or eco- 
nomic migrants, so long as they arrive in 
moderate numbers. The task is plainly easier 
if they come from nearby: the East Ger- 
mans' good fortune is to be all but indistin- 
guishable from West Germans, the Viet- 
namese' misfortune is to be ethnically, 
culturally and religiously different from 
practically all their neighbours. Even so, 
strangers can be integrated. Like most immi- 
grants, they are generally good citizens, hard 
working, enterprising and loyal to the na- 
tion that has given them sanctuary. Integra- 
tion is harder once the numbers have 
reached a certain critical mass; then the im- 
migrants no longer feel the need to learn the 
host country's language, and may indeed 
thumb their noses at its laws (on the slaugh- 

of animals, maybe, the education of 
... men or freedom of expression). That is 
another argument for keeping numbers 
manageable. 


The need to winnow 


But any system of controls requires some 
discrimination between applicants. And 
that, however unsatisfactory it proves in cer- 
tain instances, means keeping a distinction 
between types of refugee. First, therefore, 
hold on to the concept of the pure refugee, 
the fugitive from persecution, as defined by 
the 1951 convention; there are still plenty 
around. Then remember the victims of 
wars, famines, communal violence and 
other upheavals; this "humanitarian" type 
is a category recognised by the Organisation 
of African Unity but few others. Then spare 
some thought for the economic migrants. 

Drawing distinctions means examining 
claims. This is best done before the refugee 
leaves home; hence the desirability of or- 

rly departure programmes and screening 
applicants in embassies, not on coastguard 
cutters on the high seas. But lots of appli- 
cants are still going to turn up unan- 
nounced. They deserve, above all, a quick 
hearing. 

The victims of upheavals, “humanitar- 
ian refugees", the commonest and perhaps 
the most hard-done-by, are not hard to spot. 
They do not need individual screening, but 
they do need looking after until they can go 
home, which is where they want to be. Until 
then, they may have to live in camps, expen- 
sive and soul-destroying as these can be. 
They deserve more money than they get. 

The United States, for instance, is gen- 
erous to a fault towards refugees that it ac- 
cepts for resettlement: one way or another, 
they receive at least $7,000 each, often much 
more, a sum that could keep hundreds of 
refugees in Africa alive for a year. In 1984- 
89, while the United States has increased 
the money it spends on resettlement in 
America by 129%, it has cut the money it 
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spends on looking after refugees abroad by 
9%. Yet during that time the number of ref- 
ugees worldwide has increased by two- 
thirds. 

America, an immigrant country, fa- 
vours resettlement. That should, however, 
be the solution of last resort for refugees, 
not of first. Resettle the pure refugees, by all 
means, since they cannot go home; and re- 
settle the immigrants you wish to admit; but 
send the others back where they came from. 
The alternative, to try to resettle as many as 
possible from all categories, in practice 
means resettling only a proportion, which in 
turn means putting at risk the admittance of 
genuinely deserving cases. 

Repatriation is a harsh policy. It can be 
made less harsh, first, by monitoring those 
who are sent back to make sure they are not 
ill-treated, second, by attacking the root 
causes of flight. Where these are economic, 
the West will have to intensify its efforts to 
assist economic development; aid, trade and 
technical co-operation can help to create the 
55m jobs that must be filled each year in the 
third world just to keep pace with the 
growth of population. 

Where the cause of migration is a local 
conflict, the West can bring its political in- 
fluence to bear. The conflicts that set off the 
biggest migrations are those of at least ten 
years' duration; often, though not always, 
the West helps to keep these going, as a sup- 
plier of either arms or money. Self-interest, 
in the shape of a smaller flow of refugees, 
may henceforth encourage it to seek an ear- 
lier end to some of them. In the case of Viet- 
nam, 14 years after the end of the war and 
three months after the Vietnamese with- 
drawal from Cambodia, it argues strongly 
for a political settlement with the Vietnam- 
ese government. 

Lastly, is the problem manageable? It is 
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certainly not going to go away. On the con- 
trary, as the world shrinks, more and more 
of its poor will want to join the rich, without 
waiting for an invitation. The villager in Sri 
Lanka no longer considers it absurd to con- 
template making a new life in Sweden or 
Canada: a cheap ticket on a Polish aircraft 
gets him to Europe in one hop. Letters home 
describe the lands of opportunity; pictures 
on local television enhance them. As com- 
munications improve, the urge to migrate 
will intensify. 

But that urge is not universal. In coun- 
tries where a tradition of emigration ex- 
ists—lIreland, for instance— people will con- 
tinue to leave as long as they can earn more 
abroad. Other people, however, even 
though they may be victims of famines, 
droughts and other upheavals, will prefer to 
stay at home. 

If the rich world is to cope, it will have to 
keep open its door to the deserving without 
encouraging more countries to establish a 
tradition of emigration. There should be 
room for emigration, too, so long as it is rea- 
sonably orderly, but the tradition, once ac- 
quired, is difficult to shake off, as Ireland 
shows: proportionate to its size, it lost more 
than ten times as many of its people last year 
as did Vietnam. 

The rich countries can and will manage. 
Refugees are on the whole resilient; most, af- 
ter all, survive without any international 
aid. And their hosts are resilient too; even 
small countries such as Ghana have success- 
fully coped with influxes of more than 1m 
people. The plumper nations of Western Eu- 
rope and North America will be able to 
manage too. But their task will be much eas- 
ier if they are honest with themselves about 
who they should let in, and what they 
should do about those they turn away. 
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their parents years 


| AY EATER 1962, and James Bond skis for 
— V Y his life down the Gloria Abfahrt to- 

wards Pontresina in the Swiss Alps. "He 
- dropped into his old Arlberg crouch, his 
hands forwards of his boots, and just let 
- himself go, his skis an ugly six inches apart.” 
- Bond, ugly? Yes. Our hero knows that 
- his style is old-hat compared with that of the 
. armed goons wedeling after him because, his 
_ biographer reveals, he learnt it as a teenager 
at the old Hannes Schneider school at St 
- Anton, Austria. "But the deep cushion of 
cold, light powder snow gave him the confi- 
. dence to try a parallel swing—minimum of 
voulder turn needed at this speed —weight 
on the left ski—and round he came, and 
held it as the right-hand edges of his skis bit 
against the slope." 
Phew! One knows the feeling—nothing 
like a posse of murderous ski instructors to 
keep the skis parallel. Bond is a natural jock. 
His golf technique is peerless and will never 
date, any more than will his marksmanship 
with all manner of weapons. Yet thcugh he 
- won his “golden K” at St Anton in the early 
. 1930s (he must therefore have been close to 
50 as he made this escape; but let that pass) 
his skiing has dated. And the experts of 
Switzerland, Austria or France would all tell 
him to modernise it differently. Why? 
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SKIING DOWN THE YEARS 


From telemark to telemark 




























_ The technique of downhill skiing has changed more than that of most other 


ere is just one constant: children take weeks to master what took 


More than in any other sport, the tech- 
nique of Alpine skiing is a product of geog- 
raphy, science and history. Its chief inventor 
was an Austrian skiing freak, Mathias 
Zdarsky, who in the 1890s spent six lonely 
winters working out how to use long Norwe- 
gian langlauf skis in the steeper, deeper, 
softer snow of the Alps. His system—for he 
was the first to found a ski school that 
taught a technique—pioneered the snow- 
plough (stem) turn. He successfully drilled 
this into his pupils in military fashion. 

The Zdarsky style was criticised as 
cramped and unathletic by Norwegian and 
British skiers at the start of this century. But 
Zdarsky was an unstoppable man and car- 
ried his technique first to the Austrian pub- 
lic and then into the Austrian army during 
the first world war. He finally met his match 
in a pulverising avalanche, which left him 
with 80 fractures and dislocations, including 
eight dislocations of the spine. Legend has it 
that he skied again, but only as a medical 
curiosity. Out of his Austrian ski-corps in 
1918 came Hannes Schneider who carried 
Zdarsky’s torch between the wars—even, it 
seems, into Britain’s secret service. 

Schneider's Arlberg school developed 
the teaching of the Stem-Christiania—a 


turn with a Zdarsky stem start and a Nordic - 








parallel finish. (The city of Oslo was once 
called Christiania). The school insisted that 
a skier adopt a deep crouch with toes, knee 
and chin in one straight line—extrapolated 
past chiselled profile to unfurrowed brow— 
and that the heels must not rise from the 
skis. Bond’s old alma mater therefore laid 
down ingredients that remained familiar in 
ski-schools till recently: "bend ze knees"; 
strange leaning and steering motions with 
the shoulders; and the distant prize of the 
parallel turn. 

It took another world war to break the 
grip of the Arlberg instructors. Schneider 
was briefly imprisoned by the Nazis in 1938, 
before joining many of his colleagues 
America. Throughout the 1920s and 193... 
a skiing counter-culture, faithful to more 
graceful Nordic ways of turning, had thrived 
in Switzerland upon an unmethodical Brit- 
ish love of racing. The British brought sla- 
lom to the Alps, and the search for fast turns 
culminated in the arrival of a breakaway 
Austrian, Anton Seelos. In 1934 he per- 
fected an up-and-down motion to take the 
weight off the backs of the skis during paral- 
lel turns, thus letting them be rotated niftily. 
During the 1936 Winter Olympics at Gar- 
misch-Partenkirchen, Seelos was not al- 
lowed to compete in the slalom because of a 
ban on "professionals". But he tried the sla- 
lom course as a forerunner and completed it 
no less than five seconds faster than the 
eventual German winner. His “unweight- 
ing" technique clearly had much going for 
it. In 1937 and 1938 Seelos coached a hith- 
erto unknown French ski team. Led by 
Emile Allais, it triumphed. 

At the war's end, occupying allied forc 
helped rebuild Austria's ski-resort economy. 
British and French skiing enthusiasts, cou- 
pled with Seelos's successes, infected the 
Arlberg style. A ski-school in Chamonix, 
France, founded by Allais, developed the 
French hop-unweighting style of turn with a 
characteristic ruade or horse-kick. Mean- 
while in America, Arlberg-in-exile held sway 
for a number of years. 


Sharp practice 

The evolution of modern skiing was not the 
product just of wars and forceful people: it 
was driven by changing snow-conditions 
and technology. The early Alpine skiers had 
to turn long, heavy, stiff skis in deep snow, 
with flexible ankle-joints and heels that 
lifted off their skis. They were rather like wa- 
ter skiers without a rope to hang on to, and 
to turn they found it simplest to adopt a 
wide-apart stance—either side-to-side in a 
"stem", or fore-and-aft in a “telemark’’—in 


order to stay upright while they ruddered 
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Starting a stem turn 


themselves around long, sweeping turns 
with one steering ski. Their ankles were flex- 
ible because ski-boots were walking-boots. 
Their heels lifted because skiers had to walk 
up mountains on skis to ski down them— 
and anyway, a fixed heel would break the 
ankle in a fall. 

Gradually, during the 1930s, as pistes 
were flattened by many skiers, skis acquired 

| edges to grip icy, hard-packed snow. 

Jes called for stiffer boots and more posi- 
tive bindings, for without these the edges 
caught or did dreadful things to unpro- 
tected shins. As ski-lifts began to proliferate, 
the need for walking with lifting heels dwin- 
dled. The racers in the late 1930s, who af- 
fected Seelos's up-and-down, unweighting 
style of turning, would bravely lash their 
heels ever more tightly down by adjusting a 
legacy of British ski-enthusiasm, the Kanda- 
har cable binding. 

The aircraft technology of the second 
world war brought new materials to skis. 
Head, in America, and Gomme, a British 
furniture maker of G-plan fame, introduced 
composite skis that were gradually to have 
an immense effect on the style of skiing. 
Wooden skis warped and sagged. They had 
to be heavy and stiff to be strong enough, 
and their stiffness was irregular and in- 
creased with cold. Composite skis could be 
made with great accuracy, were strong and 

x and much more flexible. What was 
„ure, their bendiness and resistance to 
twisting could be varied independently and 
reliably along their length. 

Light, space-age materials and slippery 
synthetic ski-bottoms meant that skis could 
be shorter, and thus lighter still. Skis be- 
came precision instruments, locked rigidly 
but safely to the feet, and applied at precise 
angles to artificially groomed pistes. Modern 
downhill skiing was not invented: it 
emerged as technology and conditions made 
new things possible. 

So as today’s winter tourist is towed by a 
ski-lift to the top of a bulldozered runway of 
snow, he can look down at $600-worth of 
capital equipment clamped to his feet and 
reflect on a century of skiing history built 
into it. A shallow groove may run along each 
sole. The Norwegians found very early that 
this lays a track as the ski moves and stops it 
wandering around when running flat. The 
skis are arched slightly upwards in the mid- 
dle. This arch, too, is age-old: it spreads the 
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weight of the skier along the skis. Skis have 
long been waisted, being narrower in the 
middle than at the ends. This is a clever 
shape. When a waisted ski is canted on to 
one edge and weight is applied, it curves 
around in the direction of the cant. Like a 
bicycle or a skateboard, skis automatically 
steer the way their wearer leans, and thus 
help him to stay upright. 

Modern times have brought ski bottoms 
of ultra-slippery plastic. The skis of a down- 
hill racer doing 70mph now create just 13 
pounds of drag, whereas wind resistance 
may amount to between 18 and 80 pounds 
depending upon the skier’s stance. The sole 
now has no directional effect at all; as far as 
steering is concerned it might as well be an 
air-cushion: the edges are the thing. Modern 
ski boots are nothing less than new ankle- 
joints clamped on top of the human ones. 
They have no sideways give at all, so the 
slightest lateral motion of the knee causes 
the edges of the ski to bite. On the other 
hand the boots flex fore-and-aft so the skier 
can still move up and down. The modern 
binding locks the ski-boot rigidly to the ski, 
but releases it if injury threatens. A rigid 
connection between the lower leg and the 
vital ski-edges has thus been perfected. 

As skis have become more controllable, 
the movements involved in turning them 
have sunk ever lower. in the body. In 
Schneider’s time much swinging of the up- 
per body in the direction of the turn was re- 
quired to force the loosely connected skis 
around. But as the joys of "unweighting" 
lighter, shorter skis emerged in the 1950s, 
different national approaches to parallel 
turns evolved, and were exaggerated by ski- 
schools almost into national trade-marks. 
The French bounced up and down a lot. 
The Austrians liked to preserve a serene up- 
per body with the legs doing improbable 
things beneath it. This was the Beinspiel, or 
leg-play, that made the showy Wedeln—a 


The last word, he thinks 


SKIING DOWN THE YEARS 





Herr Schneider, straight ahead 


wagging of the backs of the skis—possible. 
Soon parallel skiing was no longer a goal, 
but a starting point. Today it is mastery of 
about ten different ways of flicking skis 
about that makes a skier expert—together 
with an instinctive feel for the balance of 
deep-snow skiing that has changed little 
since the 1930s. 

More people are now injured in the 
Alps colliding than falling. Skis have always 
lured people to move at speeds just beyond 
their control. Our fleeing, flailing hero was 
no exception: “Bond took the hump at 
speed, felt his skis leave the ground at the 
crest, jabbed into the snow with his left stick 
as an extra lever and threw his skis and right 
shoulder and hips round to the left. He 
landed in a spray of snow, at a dead halt. He 
was delighted with himself. A sprung-Chris- 
tiania is a showy and not easy turn at speed. 
He wished his old teacher Fuchs had been 
there to see that one!" 

Fuchs would have given him an old- 
fashioned look, and gazed sceptically up at 
mountains beaten into submission by ma- 
chinery, strung with ski-lifts, and crawling 
with skiers. He might well have been moved 
to join the trend back to the silence of lang- 
lauf, with its lightly lifting heels and the ele- 
gance of turns that the Scandinavians 
named before the zealous Zdarsky got his 
hands on them. 
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The Mahatma’s economic teachings still have their followers 


The odds against V.P. Singh 


FROM OUR DELHI CORRESPONDENT 


EN it became clear on November 
28th that the next government of In- 
dia would be a National Front coalition un- 
der Mr V.P. Singh, the reaction of world- 
wide political pundits was to say that the 
world's biggest democracy had effected a 
mooth handover from the corrupt and too- 
axerventionist Congress party. The reaction 
of the Indian stockmarket was to send Bom- 
bay's share-price index falling by 20 points. 
It fell another 14 points in the first hour of 
trading the next day, before the investment 
banks stepped in with unprecedented pur- 
chases to stop what could have turned into a 
Black Wednesday. 

That is a measure of the apprehensions 
of industrialists about the new Indian gov- 
ernment's economic policies. These have 
not been fanned by anything Mr V.P. Singh 
has done or said. On the contrary, most 
businessmen remember him as Mr Rajiv 
Gandhi's partner in the first liberalisation 
of economic policy in 1985, which set the 
stage for India's 5.296 annual growth in the 
past four years. 

Their fears spring from his colleagues in 
his Janata Dal party and coalition partners. 
Because Janata Dal has only 147 members in 
the present 529-member house, it has had to 
form a coalition with the Hindu revivalist 
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(BJP) party, with 88 seats, and the communist 
parties with 44. 

Mr Singh's own Janata Dal contains 
many former socialists who championed 
populist policies in the past—either within 
Indira Gandhi's Congress in 1969, or later 
as radical ministers in the first and fairly di- 
sastrous Janata government from March 
1977 to August 1979. Prominent among 
them is Mr George Fernandes, who headed 
the Indian Railwaymen’s Union for over a 
decade and led an all-India railwaymen’s 
strike in May 1974; he is to be minister for 
railways. There has been even greater ner- 
vousness about Mr Chandra Shekhar, Mr 
Singh's chief rival within Janata Dal. Mr 
Shekhar has not found a berth within the 
cabinet. But he may be able to exert more 
pressure upon its policies from outside. 

Some of the non-socialist members of 
Janata Dal are "Gandhians", who dislike 
industrialisation as the old Mahatma did. 
They want to promote cottage industries 
and give priority to rural.development. The 
two streams of Janata Dal emotion merge :n 
a dislike of multinationals (which they call 
the new agents of colonialism) and of mod- 
ern technology and the marketplace (which 
they think is an institution that works sys 
tematically to enrich the elite and impover- 


ish the masses). They want "enlightened" 
guidance of the economy from the top. 

Mr V.P. Singh has reached anxiously 
for counterweights to them. He has ap- 
pointed Mr Ajit Singh as his minister for in- 
dustry; he is a computer engineer who was 
working in the United States until four 
years ago, when the declinining health of his 
father (Mr Charan Singh, briefly India's 
caretaker prime minister in 1979) brought 
him home. The new minister for commerce 
is Mr Arun Nehru, Mr Rajiv Gandhi's 
cousin and former Congress minister for en- 
ergy, who was regarded as a pragmatic minis- 
ter who did not hesitate to take decisions 
quickly. The stock exchange registered its 
only sharp rally in the past three weeks on 
the day when these two appointments were 
announced. 

The new prime minister has kept saying 
that he would not like anything to impede 
India’s rapid industrialisation. He has prom- 
ised to introduce a value-added tax as a way 
of overhauling India's present wholly ir- 
rational system of indirect taxation, in 
which honest manufacturers find them- 
selves taxed on the same goods at successive 
stages of production, while the dishonest 
ones who evade these make a hundred times 
the honest merchants' profit. Mr Singh has 
promised hearteningly to reduce the con- 
trols on economic activity. But he has at the 
same time endorsed some goals of the Gan- 
dhians and socialists, and said he will redress 
Rajiv Gandhi's alleged bias against the poor. 
There is thus a tinge of populism in Mr 
Singh's statements which robs them of the 
reassurance he intends to convey. 

Among his coalition partners, the BJP is 
called right-wing only because it proclaims 
[India to be fundamentally a Hindu country. 
[n its economic stance, which is ill-defined at 
the best of times, the BJP is not much differ- 
ent from the socialists and the Gandhians of 
the Janata Dal. The new coalition has prom- 
ised some worthy non-economic legislation 
such as making the state-owned radio and 
television autonomous, passing a right-to-in- 
formation act, and curbing political corrup- 
tion. Pessimistic businessmen say that the 
only economic platform on which Janata 
Dal will be able to unite with both the BIP 
and the communists will be a populist one. 

The few businessmen who are optimis- 
tic about the government are those who are 
pessimistic about the Indian economy. They 
say it is in such a mess that the cabinet will 
have to introduce orthodox policies fast. In 
the next few weeks its untried new ministers 
will have to grapple with a nearly bankrupt 
treasury and a mounting foreign debt 
which, at $56 billion, is the fourth highest in 
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_ the current-account budget deficits of the 
central and state governments are rising to 
x $10 billion, which is 3.7% of India's GNP. 
— According to some projections, these could 
—. reach 7% of GNP by 1995. Since nine-tenths 
E of all taxes are paid, directly or indirectly, by 
_ the manufacturers, perhaps no government 
— «an afford to crimp its growth. 

E India's worst trouble is that exports still 
account for only 6% of GDP. In the past two 
years the Gandhi government had at last 
. tried to tackle this. It aggressively devalued 
. the rupee, and exempted all profits on ex- 
ports from corporate income tax. These 
neasures worked. They have, for the first 
time, made exports more profitable than do- 
 mestic sales. As a result, India’s exports of 
emicals, clothes, leather and engineering 
. goods have been increasing in dollar terms 
by 15-1796 a year. If this growth can be sus- 
tained for another five years, a hectically 
modernising India could begin to look like 
an economic miracle country. 

But that will require a welcome to part- 
nership with multinationals, which can 
bring in technology and provide marketing 
outlets abroad. Mr V.P. Singh knows this. 
His coalition ragtag and bobtail does not. 


Boat people 


Nightmares 


_ FROM OUR HONGKONG CORRESPONDENT 


THE chorus grows louder: first the Amer- 
- Ricans, then the Pope, now the Arch- 
bishop of Canterbury. Who will be next to 
_ condemn Hongkong's pre-dawn bundling 
. last week of 51 unwilling Vietnamese boat 
people, 26 of them children, back to Viet- 
. nam! Britain's ministers have swiftly prom- 
- ised there will be no more mandatory re- 
patriations before Christmas. There is not, 
after all, much mileage in taking on the 
church at a time like this. 

_ Whether there was any advantage last 
- week is just as uncertain. Even Hongkong's 
_ Chinese, whose charity to the Vietnamese 
long ago turned to bigoted calls for their im- 
mediate expulsion, are beginning to have 
doubts: bad publicity may all too easily 
jeopardise the prospects of sanctuary for 
Hongkongers seeking to leave before the 
British colony reverts to China in 1997. In- 
deed, some believe last week's repatriation 
yas a Machiavellian ploy by Britain to deny 
Hongkongers the sympathy they need. 

= Ifso, the British are not the only schem- 
ers. Almost all the boat people in Hong- 
kong—a total of nearly 57,000—have ar- 
_ rived after being supplied with fuel and food 
in the ports of southern China. Under the 
rigid screening process that was introduced 
.18 months ago, only one in ten is likely to 
que ify as a refugee fleeing from persecution. 
34 
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The rest will be “economic migrants”, liable 
like all illegal immigrants to be sent back to 
their country of origin. Why, then, does 
China help them on their journey to Hong- 
kong? Because it wants Hongkong, well be- 
fore 1997, to abandon the policy of giving 
"first asylum” to refugees on their way to 
resettlement countries such as America. 

The most obvious schemer, however, is 
the Vietnamese government. Within days of 
the first go at mandatory repatriation, Viet- 
nam's officials were threatening to send 
back to Hongkong any boat people "forc- 
ibly” returned. At what point "mandatory" 
becomes “forcible” is a game of Jesuitical se- 
mantics. The Hongkong government asserts 
that the use of baton-bearing riot police to 
move bewildered women and children at 
Jam does not constitute force. 

Whatever the nuances, Vietnam wins: 
every group of returning boat people that it 
accepts brings a bit more cash ($620 a head) 
and a little more international begging- 
power. The more desperate Hongkong and 
other countries of first asylum become, the 
more they will urge America to grant aid to 
Vietnam, whose abject poverty is one of the 
reasons the boat people leave. The trouble is 
that aid will not help unless Vietnam rad- 
ically changes its economy. 

Assume there are no nasty schemes, and 
that last week's mandatory repatriation was 
a well-intentioned effort to deter still more 
innocent Vietnamese from sailing off to rot 
their lives away in Hongkong’s detention 
centres. One nightmare facing Hongkong’s 
government is that it will not deter at all, 
and that another 30,000 or more will come 
on the favourable winds that begin in 
March, hoping that the sheer weight of their 





Prayers went with them 
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numbers will produce some pity. 

There is, too, a second nightmare: that 
China will exact a price for softening its sup- 
port for the Khmer Rouge opposition to the 
Vietnam-backed Cambodian government 
of Mr Hun Sen. If that price is that Vietnam 
should take back the 280,000 Vietnamese— 
almost all ethnic Chinese—who long ago 
sought refuge in China, then take pity on 
Hongkong. Rather than return to Vietnam, 
China's Vietnamese would set sail for Hong- 
kong. No wonder the Pope prays that God 
will "enlighten the minds of those who con- 
trol the fate of peoples". 





Japan 


No time to look 
pugnacious 


FROM OUR TOKYO CORRESPONDENT 


UST as Japan comes to the end of a five- 

year plan to fortify its armed forces, 

events at home and abroad have thrown 
the next stage of its defence planning into 
confusion. Even though this next stage— 
the preparations Japan will have to make to 
meet the military challenges of the next cen- 
tury—is not due to start until April 1991, 
the Self-Defence Agency (SDA), Japan's min- 
istry of defence, ought by now to have re- 
leased at least a broad outline of what it 
thinks will be necessary. Barely a squeak has 
come from the spA's headquarters. 

Japan's present five-year plan has cost 
its taxpayers Y18.4 trillion (which was worth 
$72 billion when the plan was approved in 
1985). The SDA was hinting it would need 
around Y25 trillion ($175 billion in today's 
dollars) for the coming five years. But Japa- 
nese bureaucrats say privately that it will be 
lucky to get Y22 trillion. To make the whol 
thing more palatable, defence officials arc 
thinking of making the next plan at most a 
three-year affair rather than a five-year one. 

The main reason for the military men’s 
confusion is the fall from grace of the long- 
ruling Liberal Democratic party. The SDA 
has long depended on the Liberal Demo- 
crats to squash the Socialists’ ideas about 
tearing up Japan’s security treaty with the 
United States, disbanding the armed ser- 
vices and turning Japan into a non-aligned 
country. But the scandals, broken promises 
and tax increases the voters now associate 
with the Liberal Democrats gave the Social- 
ists a handsome victory in the upper-house 
election in July. The Liberal Democrats now 
face an election to the lower house of parlia- 
ment, the one that really matters. 

They are expected to win, just. But a 
narrow victory would mean that, for the first 
time since the 1950s, the Liberal Democrats 
would have to throw the opposition some 


sops if they hoped to get their bills through 
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parliament. Senior Japanese officials recog- 
nise that this is not the time to ask for 
money for big new weapons. The defence 
ministry had been thinking of tanker air- 
craft for refuelling Japanese fighters, high- 
tech destroyers and over-the-horizon radars, 
long-range radar-reconnaissance aircraft, 
even the odd aircraft carrier or two. These 
would change Japan's armed forces from a 
home-based defensive outfit to one that 
could reach much farther afield. In a closely 
balanced parliament, they are the sort of 
thing that might have to go. 

There are other reasons for keeping 
quiet. It might seem churlish to behave as if 
the cold war were as frosty as ever in the Far 
East so soon after Mr Gorbachev, in Malta 
in December, had declared it over in Eu- 
rope. The generals’ political friends also 
think that if Japan went in for that sort of 
rearmament it might discourage the Rus 

ns from handing back the Soviet-occu- 
pad islands at Japan's northern tip. 

Against this has to be set the fact that 
the Soviet Union's military behaviour in the 
region around Japan still does not look en- 
tirely pacific. It has 43 divisions in the Far 
East, along with about 100 warships, 140 
submarines and some 2,400 aircraft. Some 
390,000 Soviet troops are now stationed 
along the coastal regions of Sakhalin, the 
Okhotsk Sea and the Kamchatka peninsula. 
The Russians have sent a regiment of Mig- 
24 attack helicopters from Afghanistan to 
Sakhalin. They hold more manoeuvres than 
they used to, and commit more violations of 
Japanese air-space, including practice bomb- 
ing runs on radar stations in Hokkaido. 

Even so, the defence ministry's friends 
have advised it not to sound like a sabre-rat- 
tler at a time when Japan may at last have a 
chance of getting back those little northern 
islands, which the Russians seized in the dy- 
ing days of the second world war. Last 

onth, when Mr Alexander Yakovlev, one 
ot Mr Gorbachev's closest advisers, visited 
Tokyo, the Japanese thought a break- 
through might be imminent. They were dis- 
appointed. They are now looking to the ar- 
rival in March of the Soviet foreign 
minister, Mr Edward Shevardnadze. They 
may be disappointed then, too: but better 
play it cautiously meantime. 

In fact, it may be the Americans who 
kick up the biggest fuss over the next de- 
fence plan. They will have no disagreement 
with much of what the plan proposes. But 
Congress could hit the roof when it hears 
about the Japanese defence ministry's pro- 
posal to develop an all-Japanese attack heli- 
copter, the OHX. Kawasaki Heavy Industries, 
which is to be the main contractor, has ac- 
quired much of the know-how by making a 
Boeing military helicopter under licence. 
The oHx could provide Japan's fledgling 
aerospace industry with a springboard into 
the commercial helicopter business. 








— — — —— — — X. -— 








Burma 


The cost of wood 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


THE man who runs Burma's 
Bem “State Law and Order Restora- 
P V tion Council" said he would 
Za crush the Karen rebels, who 
xS X live along Burma's border with 
"X9 Thailand, by the end of 1989. 
So what's new?! Whatever 
name it goes under, the Bur- 
mese government has launched an annual 
dry-season offensive against the Karens and 
other rebellious tribes around its borders for 
the past 40 years. The difference is that this 
time, thanks to help from next-door Thai- 
land, General Ne Win and that "restoration 
council", which currently rules Burma, may 
actually succeed. 
The brunt of the Burmese army's attack 
so far has been against Karen camps at 


Mawmoora, 15 miles north of the Thai bor- 
der town of Mae Sot, and Palhu, ten miles to 
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Soon there may be more elephants than trees 





the south. The army has been lobbing up to 
1,000 mortar rounds a day into each of these 
camps, the first of which is garrisoned by 
800 Karen troops, the other by 500. Many of 
the camps' civilians have fled across the 
Moei river into Thailand, and hundreds of 
people have left Myawadi, the one Burmese 
border town controlled by the government, 
to avoid being conscripted by the army. 

Never before has the Burmese army 
started the dry season, when conventional 
armies fight best in this part of the world, 
feeling so hopeful. The Karens are in à 
squeeze, because they may be about to lose 
the quiet support they used to get from the 
Thai army. The reason is teak. 

The Thais have a passion for teak, of 
which they were once a great exporter. Thai- 
land became a net importer of wood in 
1980, however, and deforestation is now so 
bad—the proportion of the country covered 
by forest has fallen from over 5096 in the 
early 1960s to 18%—that the government 
has said logging within Thailand must stop. 

Enter General Ne Win. At the start of 
1989 Burma was down to its last $10m in 
foreign reserves, and could not get many for- 
eign companies to invest in the country. So 
the Burmese government sold 22 logging 
concessions to Thais, raising an estimated 
$100m in the process. It then turned the 
snag—that most of the teak grows in rebel- 
held areas—into an advantage. 

The logging concessions allowed Burma 
to put customs officials inside Thailand, to 
collect duty there. But the loggers were al- 
ready expected to cough up to the rebels, in 
whose area the teak was felled. So both 
Burma and Thailand have an interest in cut- 
ting out the rebel middlemen. Hitherto the 
Thais have let the Karens market their tim- 
ber in Thailand, and have probably winked 
an eye when arms come to them through 
Thailand. All this may now cease. Many of 
the logging concessions, as it turns out, are 


owned by Thai army officers. The Thai and 
as 
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. Burmese governments recently signed an 


agreement to build a bridge over the Moei 


_ between Mae Sot and Myawadi. Hence, per- 


- haps, the urgency of the assault on the Ka- 


ren bases to the south and north. 


| The other victim will be the forests of 
. the Dawna mountains, which run along the 


border. The Karens depend on these forests 
to pay for their war, and so have carefully 
stuck to the British-devised "Burma Selec- 


. tion System” for logging, which ensures that 
— the supply of trees does not run out. The 


new loggers are not so careful; the Karens 
. say they do not leave even saplings standing. 


M 
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The Burmese are putting similar pres- 
sure on the larger Kachin rebellion, along 
the border with China. The commander-in- 


China 


chief of the Burmese army led a delegation 
to China in October. Trade between the 
two countries has been formalised by an 
agreement between Burma and the govern- 
ment of China’s Yunnan province. 

Similar logging deals are being struck 
with two of Thailand's other poor neigh- 
bours, Laos and Cambodia. So much teak is 
coming into Thailand that the holders of 
concessions are lobbying the government to 
lift its ban on the export of logs (all Thai 
teak exports now have to be sawn before 
shipping). If the ban is lifted, there will be 
virtually no limit to the stripping of the re- 
gion's forests. Thai businessmen are not jok- 
ing when they propose toasts to “The last 
tree in Laos". Or Burma, or Cambodia. 





A loss of interest in precious things 
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secret visit to Beijing in July—barely a 
. month after the bloody repression of 


gy 
“Jes 


States’ shock and concern about the 
$a press upon the Chinese govern- 


incident was viewed in the United 
4 LAJ 


E 


- state, “to send the overture”, said the 


FROM OUR CHINA CORRESPONDENT 


— OTHE Celestial Empire," as Emperor 
“TS 


ien Lung once explained to Brit- 


-ain’s King George III, “ruling all within the 
four seas... does not value rare and pre- 


cious things . .. We have never valued inge- 
nious articles, nor do we have the slightest 
A , ,* 

need of your country's manufactures." Two 


centuries later China's communist emper- 
ors should surely be less arrogant. Foreign 


trade equals a third of the nation's income; 
foreign debt is around $44 billion; some 
40,000 Chinese study foreign technology in 


the colleges of America. 
. .. Yet the arrogance remains, and Presi- 


dent George Bush, like George II], 
sends special envoys on ineffectual 
missions to the Middle Kingdom. 

his week the White House admitted 
that the president's national security 
dviser, Mr Brent Scowcroft, made a 


E 


/hina's democracy movement— "to 
personally underscore the United 


violence in Tiananmen Square and to 
nt the seriousness with which this 


States. 

This month General Scowcroft 
paic à second, not quite so sectet, 
visit to Beijing with Mr Lawrence 
Eagleburger, the deputy secretary of 


president's spokesman, "that we 
thought it was time to have a dialogue 
and explore the possibility of return- 
ng to normal relations." 

Yet there has been no word of re- 
gret by China's leaders for the events 
of Tiananmen Square, merely a defi- 
ant repetition of the need to crush 


~ 
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"the  counter-evolutionary rebellion”. 
Moreover, the abuse of the West that fol- 
lowed the “rebellion”, but was stilled during 
this month's visit by Mr Scowcroft, has now 
resumed. Last week Mr Ding Guangen, an 
alternate member of the Politburo, urged 
China to guard against a “so-called peaceful 
evolution by some hostile forces"—Com- 
munist party code for the transition through 
economic reform to capitalism. 

Even as Eastern Europe teeters away 
from Marxism, so China is turning from the 
reformist adventures of Mr Deng Xiaoping 
to the certainties of Stalinism. Against this 








background, is Mr Bush really preparing to 
drop America's sanctions on China—no 
high-level contacts (pace Messrs Scowcroft 
and Eagleburger), no military sales, no fi- 
nancial help? 

It looks as if he is. On December 19th 
Mr Bush waived some restrictions on Ex-Im 
Bank financing of business with China, and 
gave permission for Chinese rockets to 
launch three American-built satellites. Yet 
he has won remarkably few public conces- 
sions from China: merely an agreement last 
week to accept a new Beijing bureau chief 
for the Voice of America and talks this week 
on resuming the Fulbright scholarly ex- 
change programme (which China halted in 
pique at America's criticism of the Beijing 
bloodshed). 

Maybe there is more. A deal to let Chi- 
na’s dissident astrophysicist, Mr Fang Lizhi, 
and his wife go free (if only to a third coun- 
try) from the American embassy in Beijii 
perhaps? Or a promise that China will nu. 
upset the military balance in the Middle 
East by selling more missiles? China has al- 
ready supplied missiles to Iran and Saudi 
Arabia, and the Syrians are said to want 
China's medium-range M9 missile. This 
week President Yang Shangkun left Beijing 
for a four-country visit to the Middle East, 
declaring that "military discussions will not 
be on the agenda." Perhaps. Cynics will ar- 
gue that Mr Bush, a former ambassador to 
Beijing, is just another foreigner so en- 
tranced by China that he will kowtow to the 
emperor. 

The one thing that might make some of 
China's leaders sit up and take notice is 
more economic pain. On December 15th 
China announced a 21.296 devalua- 
tion of the yuan, the first since a 
13.696 devaluation in July 1986. The 
idea is simple in theory: a cheaper 
yuan will choke off imports and ir- 
crease exports. A better trade balanı 
and an austerity programme that last 
month reduced annual inflation in 
China's cities to 5.9%—the lowest 
rate for two years—will together set 
the country on the path to moderate 
but sustained economic growth. 

Practice could be different, since 
exports may hardly increase at all. 
Sales of textiles are limited by western 
quotas; and other exports tend to be 
restricted in volume not by their price 
but by their poor quality. However, 
making imports dearer will encourage 
them to be used more efficiently. The 
devaluation is a sign that China is 
ready to be realistic, even to take 
some pain. Economic pain often 
pushes western leaders from power. 
But the victors of Tiananmen 
Square—Mr Deng, President Yang 
and the rest of them—will not be 
pushed. 
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Endara says he's president, Noriega's hidin 
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Gunning for Noriega 


HE strike was surgical but the knife was 
not quite sharp enough. Yet, if Panama 
were to be invaded, Christmas 1989 was the 
perfect moment. The attack could be legally 
justified, with a reasonably straight face. It 
released swelling American frustration with 
a tiresome foreign despot and, much less, an 
over-prudent president. If the attack can 
eventually be seen to have succeeded, it will 
be immensely popular, more so than the in- 
ision of Grenada in October 1983. Even 
itside the United States, most of the ritual 
scolding will half-hide a smile. 

The timing was vital: on New Year's 
Day the United States has to hand over to 
Panama the preponderant share of control 
over the Panama Canal and the military 
bases around it—and there was no legiti- 
mate government to hand it to. Twelve days 
before time, the Americans set out to install 
one. In the early morning on December 
20th, American tanks, artillery, aircraft and 
helicopters attacked the barracks where the 
country’s illegal ruler, General Manuel 
Noriega, Panama’s army chief and de facto 
leader since 1983, was supposed to be. But 
he had skipped off elsewhere. 

The administration gave three reasons 
for its attack. First, to capture General 
Noreiga and bring him to America to face 
trial on drug-dealing charges (he was in- 
dicted last February by two grand juries in 
Florida). Failure here. 


But the attempt sets a precedent: the 
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American armed services are now, as they 
were not under President Reagan, in the 
business of arresting people overseas who 
are wanted by American courts. A few days 
before the attack the administration made 
public a "clarification" of the law, empower- 
ing American soldiers to exercise outside 
their borders the police powers of arrest that 
they are forbidden to exercise in the United 
States. General Noriega had every reason to 
keep alert. 

Second, the American troops went in to 
protect American lives. This standard ex- 
cuse was more justified than usual this time. 
With feelings high between American 
troops and loyalist Panamanians, an acci- 
dent was waiting to happen. And happen it 
did on December 16th when four unarmed 
American officers in plain clothes drove 
into forbidden streets near the general's 
headquarters, and in the muddle one of 
them was shot dead. This, plus other inci- 
dents of harassment, gave substance to the 
American claim. 

Third, the protection of the canal. The 
Americans now have a fairly legal head of 
state to hand control to (but on the day of 
the raid, when The Economist went to press 
early for the Christmas holiday, it was not 
plain how much authority he had beyond 
America's shield). As General Noriega's 
headquarters burned, Mr Guillermo Endara 
proclaimed himself president, along with 
the two vice-presidents who made up the 











team that won the election in May which 
General Noriega promptly annulled. 

The United States has been trying to get 
rid of General Noriega since February 1988 
when, somewhat to the administration's 
embarrassment, he was indicted on those 
drug charges; in earlier days he and his men 
had done furtive service to an administra- 
tion intent on its quarrel with Nicaragua. 
Mr Reagan, sensitive in those lran-contra 
days to the charge that he was a rash inter- 
ventionist, did not chase the general but 
tried economic pressure. 

America imposed a battery of financial 
and trade sanctions. These worked, all too 
well: private businesses went bankrupt; in- 
dustrial production was cut in half; Panama- 
nians lost their jobs. But General Noriega 
wisely continued to pay the 15,000 members 
of the Panamanian Defence Forces, and his 
position, unless unstuck by force, seemed 
unassailable. 

The plain thought in the administra- 
tion's mind as Mr Bush took over from Mr 


Reagan was that the Panamianians them- 


selves should overthrow their strongman, 





with discreet and judicious help from the 


Americans. But in 1989 two attempted 


coups against the general quickly collapsed: — 


the first, by the police chief, in March; the 


second by army colonels in October. Ameri- — 
can troops in the canal zone 


attempted to help the Octo- 
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roads, a feeble gesture that achieved 
nothing. 

— If the Americans wanted to get rid of 
General Noriega, which they did, they 
would have to prepare for it carefully and do 
it themselves. Mr Bush, basking in popular- 
‘ity, had no political need for a foreign ad- 
venture. But there was a danger that Pan- 
ima could be an irritant to him even as 
Nicaragua was to Mr Reagan and Cuba to 
Mr Kennedy. The teasing started in his 
presidential campaign. He was accused by 
4 is opponents of having had closer dealings 
with ral Noriega, and a greater aware- 
ness of the Panamanian's drug-dealing, than 
he let on. Mr Bush, after all, was head of the 
CIA at a time when the general is believed to 
have been one its employees. 

__ Mr Bush promised to do something 
about Panama—and was mocked for not 
‘seeming to know what. But General Noriega 
provided plenty of provocation. Early in De- 
cember, his puppet national assembly 
passed a resolution asserting that he was 
head of state (a title to which he has no con- 
stitutional right), and further declared that 
“a state of war" existed with the United 
tates. This is not quite a declaration of 
war—local observers called it “the affirma- 
tion of a state of rhetoric"—but it was 
plainly an aggressive act. 

—. Mr Bush took him up on it, and the gen- 
eral is now a fugitive. This is not comfort- 
able for Central America. But the adminis- 
tration, for all its fine words, may not have 
been all that keen on producing him in 
court in Miami: the general is a dirty fighter 
as well as a brave one. ination is 
against American rules, but a dead Noriega 


wc uld have been convenient. 
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A TAX incentive to encourage Ameri- 
£ À cans to save a bit more of their earn- 
ngs has been under discussion all year. The 
administration's latest wheeze is a “family 
avings account” into which families could 
put up to $5,000 a year. The deposit would 
iot be tax exempt. But so long as the ac- 
sount is held for at least ten years, interest 
nd dividends would be untaxed. 
.. Except that it has no link with retire- 
ment, this idea is similar to a plan floated by 
Republican Senators Bob Packwood and 
Villiam Roth for a new individua! retire- 
ment account (IRA) in which interest and 
lividends, but not deposits, are tax free. 
[ hat, in turn, was a response to Democratic 
Senator Lloyd Bentsen's proposal to expand 
the existing IRAs (which give families earn- 
g less than $50,000 a year a tax deduction 
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0 
198! 82 83 B4 85 X86 8 3 588 89 
Source: US Commerce Departrne 


for saving up to $2,000 a year, provided the 
account is held until retirement). Mr Bent- 
sen saw an IRA expansion as an alternative to 
cutting the capital-gains tax, which the ad- 
ministration will again push for in 1990. 
The common perception behind all 
these ideas is that America’s low rate of per- 
sonal saving is more damaging to the econo- 
my's long-term health than its budget defi- 
cits; and that the tax code is biased against 
saving. More saving would help to lower in- 
terest rates, thus stimulating investment; 
and by reducing dependence on foreign cap- 
ital it should trim the trade deficit. Aca- 
demic research suggests that IRAs, intro- 









duced on a big scale in 1981 but sharply 
reduced in 1986, stimulated personal saving 
by more than their revenue cost. Though 
the saving rate fell even as $200 billion was 
poured into IRAs, the fall would have been 
greater without that money. 

e administration's new plan may 
work less well since, to avoid first-year reve- 
nue losses, it has sacrificed immediate tax in- 
centives. The result could be bigger long 
term revenue losses with a smaller increase 
in saving. In any event, personal saving is 
probably less affected by tax incentives than 
by non-tax factors such as demography. In 
the 1980s the baby-boom generation was at 
a low-saving age; in the 1990s it will have 
reached a high-saving one (and this helps to 
explain the rise in savings since 1987). 

The tax bias against saving needs to be 
corrected. But rather than fiddle with IRAs 
and the like, it might be better to trim the 
tax deductibility of borrowing. America ie 
the only big rich country that still has an 1 
limited tax break for interest on home mort- 
gages, even if the loan is going to be spent on 
something else. A limit would not only re- 
duce borrowing and stimulate saving, but 
also cut the budget deficit. 

Two other ideas for raising savings are 
worth looking at. One, desirable in its own 
right, is to encourage companies to reverse 
their recent switch from equity finance to 
debt, perhaps by eliminating the double tax- 
ation of dividends. Another, politically per- 
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Brotherly love on ice 


PHILADELPHIA 


ALUNO is supposed to be 
fun. Not in Philadelphia, where, on 
| December 10th, a barrage of icy balls dis- 
rupted a football game between the 
Philadelphia Eagles and the Dallas Cow- 
boys. The referee was knocked down, the 
doctors trying to look after him were bat- 
tered, the Eagles' cheerleaders were 
driven from the field and the visiting 
Cowboys were cowed. Sports reporters 
huddled into the back of their open-air 





booth. It had been a dull game, but this 
was absurd. 

Recriminations flew thick and fast. 
Some blamed the stadium for not shovel- 
ling out the four-inch snowfall; others 
called for the offenders to be stripped of 
their season tickets. And—probably be- 
cause the new National Football League 
commissioner, Mr Paul Tagliabue, had 
been at the game—things began chang- 
ing with quite untypical speed. More po- 
lice were ordered in, drinking in the car 
parks was banned, fans were to be 
searched. Mayor Wilson Goode called 
for a ban on beer sales. The stadium offi- 
cials obliged, suspending sales in the 
stands—but not, despite cries of elitism, 
in the luxury boxes. 

People with long memories recalled 
another snowballing episode. On De- 
cember 15 1968, a match with the Min- 
nesota Vikings reached half-time. A 
touring Santa Claus unwisely made an 
appearance—and was clobbered by a 
hail of snowballs from the stands. The 
fans in the City of Brotherly Love are an 
unforgiving bunch. 
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ilous, idea is to reduce the government's 
contribution to health-care and pension 
costs for the old. Personal saving used to be 
strongly influenced by the need to plan for 
retirement. Now that the government foots 
more of that bill, saving has fallen. But what 
politician would prefer cutting retirement 
benefits to a sparkling new tax break? 





New York 
Ring me In SIX 
months 


O ond Ist Mr David Dinkins 
takes over from Mr Ed Koch to be- 
come New York's first black mayor. Before 
Lis election on November 7th, Mr Dinkins 
‘ressed change; since then, he has stressed 
continuity. At a recent breakfast for busi- 
nessmen and local worthies he sounded 
more like a Koch than a Harlem Democrat. 

Federal and city investigations into Mr 
Dinkins's finances have temporarily 
knocked the stuffing out of the incoming ad- 
ministration. Mr Dinkins has always been 
less bold than other leading New York 
blacks, but much of the blame (or credit) for 
his extreme caution since his election be- 
longs to the tacticians who master-minded 
the campaign of his Republican opponent, 
Mr Rudi Giuliani. The investigations into 
the mayor-elect's finances were provoked by 
allegations from the Giuliani camp that Mr 
Dinkins was guilty of evading taxes or of 
something worse when he charged his son 
$58,000 for shares that he had valued two 
years earlier at $1m. 

In re-examining Mr Giuliani’s cam- 
paign, Mr Dinkins’s friends think they de- 
ect the invisible hands of Mr Newt Ging- 


. ich and Mr Lee Atwater, two national 


le 


Republican politicians with an instinct for 
the jugular, as well as the visible hand of Mr 
Roger Ailes, the campaign’s media adviser. 
Their grumbles may persuade reporters to 
examine more critically the behaviour of Mr 
Dinkins's accusers, but they will not make 
Republican politicians more high-minded. 
A campaign that brought a Republican 
within two points of victory in a heavily 
Democratic city like New York is bound to 
be copied again and again. 

Such campaign tactics have post-elec- 
tion consequences. Mr Dinkins's talent 
scouts are finding that people with good 
jobs paying high salaries are reluctant to re- 
linquish them to serve in the new adminis- 
tration. They do not want to tie their repu- 
tations to a mayor who is under federal 
investigation (“ring me again in about six 
months" is how one potential candidate put 
it). The talent scouts have made their task 
harder by routinely leaking the names of 
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Free feast 


SEATTLE 


EA-LION visitors to Seattle have 

found a fine way to have a free lunch. 
For the past three years a band of Cali- 
fornia sea-lions has been lurking outside 
the locks that lead from the Puget Sound 
to the freshwater streams inland. Steel- 
head salmon use the locks, and an adja- 
cent fish-ladder, on the way to their up- 
stream spawning grounds. But since 
locks and ladders are not part of the aver- 
age salmon's genetic memory, they mill 
around outside the locks trying to sort 
things out. The sea-lions, which can put 
away 16 fish a day each, cut the confu- 
sion short. 

The city, at first, was amused: fishery 
officials, and fishermen, were appalled. 
Biologists estimate that at least 1,600 
salmon must get through the locks each 


California won 't be fun 


people who are under consideration, thus 
causing some candidates intense embarrass- 
ment and persuading others to refuse to let 
their names go forward. 

Given the handicaps imposed on him 
by his friends as well as by his Republican 
opponents, Mr Dinkins has shown a surpris- 
ing turn of speed in putting his new adminis- 
tration together. The election had, in any 
event, changed the city's political complex- 
ion. The three leading city-wide politicians 
before November were all white Jewish 
males (Mr Koch, Mr Andrew Stein, presi- 
dent of the city council, and Mr Harrison 
Goldin, the comptroller). Mr Stein was re- 
elected but Mr Dinkins and Ms Elizabeth 
Holtzman, the new comptroller, come from 
“minorities’’—a word that in New York has 
come to mean the majority who are not 
white, heterosexual males. 


Mr Dinkins has moved in the same di- . 


rection. His first senior appointees, for in- 
stance, included not a single Irish American. 
This is a dramatic sign of the decline in the 


year to perpetuate the run: in 1988 only 4 
686 made it. In an effort to drive the sea- | 
lions away, they tried firecrackers, nets, 
dead salmon laced with foultasting || 
chemicals. The  sea-lions, annoyed, — 
would swim a short distance away but — 
then return, sunning themselves be- — 
tween courses on navigation buoys. 

Frustrated, the biologists decided to- 
trap the mammals and truck them to the 
Washington coast 160 miles away. They — 
sent off 37 sea-lions in this manner but | 
most of them returned within a few days, 
and some made the journey more than | 
once. Greenpeace, and other environ- || 
mental groups, were up in arms, protest- | 
ing against the whole operation and, in. || 
particular, against the anaesthetising of — 
the sea-lions so that they could be fitted 
with radio transmitters. 

Last February one of the sea-lions i 
died during the trip. To make matters || 
worse, it was found during a post- 
mortem to be recovering from a bullet 
wound. Fishermen had often called for 
the shooting of the sea-lions, who, how- | 
ever, are protected under federal law. 

Now the biologists are planning to 
send 40-60 of the sea-lions 1,000 miles || 
south to the Californian coast. The Cali- || 
fornia Coastal Commission is not keen, - 
saying that the state has enough of them 
already. No matter. By mid-January "": 


south, travelling down Interstate 5 in a | 
trailer equipped with sprinklers to keep || 
them cool and moist. | 





New York Democratic party of an ethnic 
group that for so many years dominated 
City Hall. 

The appointments that matter most a re 
those of two of his deputy mayors: Mr ^ 
man Steisel, a senior partner at xd 
Freres, a New York investment bank, anc 
Mr Bill Lynch, a black with an Irish name 
who was Mr Dinkins's chief strategist in the 
campaign. Mr Steisel is the works. forem: 
His primary task is to keep the city's se Em | 
in good order and to cajole its powe P 
municipal unions into accepting | 
Lynch is the political foreman. He is s id p 
posed to win friends and influence peo ple 
on the city's behalf, especially in Washing- 
ton where decisions on the way New York rk 
ers are counted by census-takers will c 
matically influence the amount of federa 
money the city gets. Mr Steisel and M 
Lynch are odd stablemates. If they can work 
together, the Dinkins administration has 2 
good chance of recovering its nerve. — — 
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Nuclear waste 


The new broom 


LO EING secretary of energy, confessed 
A Admiral James Watkins recently, was a 
hundred times more taxing than anything 
ne had encountered in the navy, or even as 
head of a commission to study Aips. One 
headache is the sloppy, and dangerous, 
management of several nuclear plants. An- 
other is the difficulty of finding a permanent 
| nuclear detritus: the radioactive 
waste from nuclear-weapon plants and the 


vc 


spent fuel from civilian nuclear-power 


n ts. 

The Department of Energy has jurisdic- 
tion over military nuclear plants though 
not, as a general rule, over civilian ones 
which come under the Nuclear Regulatory 
Commission). When Mr Watkins was ap- 
»ointed by President Bush to the job, he was 

iunched straight into a crisis at the Savan- 
yah River weapons plant, where some el- 
lerly reactors, making tritium for hydrogen 
ombs, had been shut down as unsafe. 
.. But this, he found, was only the begin- 
ning. He soon discovered that most of the 
ther 16 bomb factories were also in some 
sort of trouble: many of them were bad at 
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1 Prefer to pollute 


_ WASHINGTON, DC 


WHAT does a polluter do 
when told that pollution 
control has got cheaper? 
Answer: try to keep it a se- 
cret. The cheaper it gets to 
control pollution, the less 
excuse the polluter has not 
ll to do so and the more 
|| likely it is the government will force him 


to. 
| Exactly this has been happening in the 
. power-generation industry. Most scien- 
| tists now recognise that, of the two "acid- 
| rain” gases emerging from power-station 
chimneys, nitrogen oxides (nox) are more 
| harmful than sulphur dioxides. This is be- 
. cause they help to make ozone, which 
|| damages both trees and lungs. Sulphur di- 
. oxides merely acidify lakes. Moreover, sul- 
| phur-dioxide emissions have been falling 
thanks to the use of scrubbers and less 
coal. Nox emissions are rising. 
. Yet power stations, which produce 
|| about 55% of America's nox emissions, 
} are planning to do little about chem. And 
j f President Bush’s clean-air bill, which de- 
|| mands big further cuts in sulphur-dioxide 
emissions, virtually lets nox from power 
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p people living nearby, and their 
own employees, from radioactive contami- 
nants. The problems were compounded by 
the secrecy, now at last being broken, that 
cloaked the nuclear-weapons industry. 

At the Rocky Flats plant in Colorado, 
the main source of plutonium triggers for 
nuclear weapons, plutonium waste was be- 
ing handled carelessly. People living 
in Denver, some only a few miles 
from the plant, were up in arms. For 
similar reasons, a plutonium-pro- 
duction reactor at Hanford, Wash- 
ington, had been closed. In Decem- 
ber Mr Watkins announced that 
operations at Rocky Flats would 
also be shut down and not reopened 
until they were safe: a new contrac- 
tor will be taking over in January. 

Nobody knows how to find a 
safe, permanent repository for haz- 
ardous nuclear waste and spent nuclear fuel 
(some 21,000 tons of radioactive spent fuel 
is stored at civilian power plants, much of it 
in makeshift ways). Until a short time ago, 
Congress thought that it had licked the 
problem. A permanent site for all the dan- 
gerous stuff would be created at Yucca 
Mountain in Nevada, and opened in 2003, if 
tests showed that the site's granite could 
withstand earthquakes, contain the heat 


An easy, and ignored, way to make the air less noxious 


stations off the hook altogether (it is 
much tougher on nox from car exhausts). 
The reason is cost: industry argues that 
the only technology for cutting nox 
emissions—called selective catalytic re- 
duction (SCR)—is (a) costly, (b) unreliable 
and (c) Japanese. Better to wait for so- 

ed low-nox burners, now being devel- 
oped (slowly) with generous and gratefully 
received government grants. 

The industry is well aware that this is 
nonsense. There exists a technology, 
tested on a 150-megawatt power plant in 
West Germany and in about 20 industrial 
applications elsewhere, whose costs com- 
pare favourably with sulphur-scrubbing 
technologies. Called selective non-cata- 
lytic reduction, it has been developed 
mostly by Fuel-Tech, a small company 
founded by a young American entrepre- 
neur, financed with British money and op- 
erating in West Germany and the United 
States. Its principal product, called 
Noxout, is a urea-based liquid that can be 
injected into the furnace of a power sta- 
tion to turn nitrogen oxides into water 
and air. 

Noxout costs about $15-20 a kilowatt 
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nerated by the waste, and prevent any 
eakage into the water table. 

Congress reckoned without Nevada and 
its governor, Mr Bob Miller. The state legis- 
lature turned the idea down and Mr Miller 
refused even to issue the environmental per- 
mits that would have allowed scientists to 
evaluate the project. Although the adminis- 
tration is planning to take Nevada 
to court to force it to comply, confi- 
dence in the scheme has been un- 
dermined by the federal govern- 
ment's own admission that the 
scientific work already done on the 
site is unsatisfactory and must be re- 
peated. The hypothetical opening 
date has been put back to 2010. 

In the meantime temporary so- 
lutions are being sought, urgently. 
Under an agreement between the 
Energy Department and the state of 
Colorado, Rocky Flats is not allowed t^ 
function if the radioactive waste stored : 
the plant exceeds 1,601 cubic yards: it is 
likely to reach this figure next spring. The 
governors of Colorado, Nevada, New Mex- 
ico, South Carolina, Tennessee and Wash- 
ington have already rejected pleas from the 
~ aca to accept waste from Rocky 

ts. 
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of capacity to "retrofit", one-tenth the 
capital cost of SCR or sulphur scrubbers 
and operates for about $1,500 per ton re- 
moved, less than one-quarter the cost of 
SCR. Fuel-Tech has formed a joint venture 
in the United States with NALCO, the 
world's largest water-treatment company, 
to market, install and supply chemicals. It 
has a big order book from companies with 
industrial boilers in United States. 
These are affected by stflte and city rules 
forbidding net increases in sources of ur- 
ban ozone, so procrastination holds no at- 
tractions to them. 

Yet you will hear nothing about 
Noxout from the utility industry, which 
argues that to set targets for nox reduc- 
tion would unduly add to the cost of elec- 
tricity. Since utilities own all the power 
plants on which any technology would be 
tested, they have a strong hand. A similar 
attitude holds in West Germany. 

In May this year Senator George 
Mitchell received a letter exposing this 
reticence and drawing attention to the ne- 
glect of nox from Mr Paul Nitze, newly re- 
tired from his long career as an arms-con- 
trol negotiator. Mr Nitze argued, with 
characteristic precision, that the United 
States could reduce its nox output from 
large boilers by 65% for about $3 billion a 
year and not the $15 billion suggested by 
the industry. So far, Congress has failed 
to alter the clean-air bill to this effect. 





nnum PETRI EDIT rn RP TS WERE 
A . . 4: 


AN AMERICAN IN LONDON 





industry classification of society into groups 
"A" (high managerial, administrative, pro- 
fessional) through to “E” (casual workers, 
labourers, dole queue) seems to be common ~ 
knowledge in London, referred to casually 
in newspaper articles on life in general. E 
[n a way these lettered strata seem to be 4 
a Thatcherite substitute for the old strati- 
fications of class—serving the same function - 
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A model of ex-greatness 


Michael Kinsley, of the New Republic magazine in Washington, 


spent 
omist 


from December 1988 till June 1989 working for The 
in London. He left with impressions that will make some 


on- 


Americans scowl and Britons smile wrily 


RITAIN I found to be a land of of bril- 
liant sunshine. After ten years of 
Thatcherism, it rarely rains there anymore. 
Once Mrs Margaret Thatcher's government 
npletes its planned privatisation of water, 
s outmoded distribution system will soon 
be just another quaint memory of the old 
Britain—like strikes, electric fires, and tele- 
phones with cords attached. 

The commercial splendour of Britain is 
the most striking change for someone who 
lived there in the early 1970s and then again 
in the late 1980s. To anticipate a question- 
—‘Have you been to the north?" —the an- 
swer is; "No, unless you count Edinburgh." 
But in greater London, at least, a visiting 
middle-class American now feels like a poor 
country cousin visiting the metropolis and 
wondering how on earth they afford to live 
so well. Ordinary journalists swill cham- 
pagne at ordinary parties—and sometimes 
even pay for it themselves. Restaurant meals 
at £25 a head are unremarkable. British 
friends soon accused me of becoming a 
"pound bore", as in: “This costs as much in 
pounds as it does in dollars back in 
Washington." 

Symbolic of the new British money cal- 
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ture, Britain is ahead of America in 
everyday financial services: pay gets 
deposited directly and bills are paid 
automatically. Fifteen years ago 
American students at Oxford would 
chuckle patronisingly at newspaper 
ads explaining the advantages of a 
checking (Britons call it “current’’) 
account—not one from a particular 
bank, but the concept itself. Now an 
over-educated American journalist 
must ask a British shop assistant to 
explain to him what this machine is 
that, with one swipe of a card, charges 
a purchase to his account in less time 
than it takes to pay cash. We ain't got 
such gizmos back home. Nor have we 
had the courage to make our coinage 
useful again by abandoning the dollar 
bill, as Britain has gracefully aban- 
doned its pound note. 

In the new London, every other 
person you meet is an "independent 
television producer’. Most of the rest 
are in advertising. Even those who 
aren't in advertising take an intense 
interest in it. Ads are reviewed and 


discussed like movies. The marketing- 
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of invidious distinction, but with a capital- 
ist, meritocratic gloss. Accents still serve as 
social clues, of course, in Britain more than 
in America. On the other hand, where 
Americans derive clues from people's 
names, these are of little help in Britain. 
"Michael Elliott” could be almost anyone in 
London; you would be very surprised if he 
were your taxi driver in New York. 

There is no mystery why the media and 
advertising are fields in which Britons 
should be thriving. In the global, informa- 
tion-based economy which The Economist 


HM 
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keeps touting, Britain has a comparative ad- — - 


vantage in mastery of the English 
language—not just in relation to foreign- 


tongued peoples but in relation to America, — 
too. Brits remain great talkers. This gift will 


support them when the oil runs out. 
The American critic Dwight MacDon- 


ald wrote an article similar in intent to this 


one in the 1950s, after spending some time — 
in London as an editor of Encounter. (The — 


piece was published in the socialist journal 
Dissent after the ClA—Encounter’s secret 
sponsor—found it too anti-American.) At 


that time MacDonald was struck by the ob- 


session with advertising he found in Amer- 
ica after returning from Britain. 


One of the hardest things for an expatriate to 
get used to is our advertising... American - 


capitalism is mature to the point of deca- 
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EX. The consumer has manfully, dog- 
gedly, done his best . . . But by now the poor 
fellow is just picking at ' his plate. His appetite 
must be stimulated by outré refinements: A left- 
— handed checkbook . . . a toothpaste that is shot 
out by compressed air at the touch of a button 
— (no more of that laborious squeezing . . . 


It struck me that British capitalism has now 
. reached the stage of American capitalism i in 
the 1950s, which was not at all “mature to 
the point of decadence" but still enjoying 
the first flush of widespread affluence, like a 
child with his first allowance, squandering 
money on gimmicks and gadgets. Cellular 
phones are much more common in London 
- than in Washington, and the horrendous 
traffic is only part of the explanation. 

— The consumer cultures have not yet 
merged. In Britain milk still comes by the 
pint (in America, by the half-gallon), often 
bottles (in America, plastic tanks or giant 
a cartons), and turns sour almost immediately 
> (in America, it lasts—even open—for a cou- 
of weeks; don't ask me why). Decent ice 
cream is almost unobtainable in Britain. On 
T the other hand, America has inexplicably 
failed to discover the chocolate-covered di- 
gestive biscuit— possibly the greatest single 
foodstuff ever invented. 
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Shopping is still not the national pas- 
time in Britain that it is in America. How 
could it be, when the shops are not open in 
the evenings or on Sundays, apart from 
—- all Pakistani groceries? Going to the su- 
arket at 11 pm ona Tuesday, or to the 
she fing mall on Sunday afternoon, is a joy 
of capitalism largely unknown in Britain. | 
‘still cannot work out when two-job British 
couples do their grocery shopping or collect 
thei it dry cleaning. Of course, Sunday shop- 
closing is enforced (erratically) by law. But 
th paucity of evening shop hours is a tri- 
umph of traditional British sloth over 
 Thatcherism. 

In general, American-style (or at least 
 Washington-style) workaholism has not yet 
1 replaced the more traditional British dis- 
. Yes, there are the faux-American City 
 vup naa I heard two competing in my health 
club about which one had the earlier power- 
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breakfast the next morning. The winning 
time was 7 am. (Loser, impressed: “Really? 
What for?" Winner, smugly: "Foreign-pol- 
icy briefing by Gary Hart.”’) 

More typical, I suspect, is the atmo- 
sphere at The Economist, which preaches 
Thatcherism without practising it too rigor- 
ously, and where competitive machismo 
consists of lying about how little you work 
rather than how much. Effortless superior- 
ity is still the ideal. The custom of drinking 
at lunch is said to be dying in Britain, but by 
comparison with America it seems to be in 
robust good health. Coming from Washing- 
ton, | was astonished (downright inspired) 
to see a cabinet minister down a whisky; 
more than one glass of wine, and a brandy 
during lunch at The Economist. (Was it 
brandy in that decanter they pass around? I 
was too American to find out.) No promi- 
nent American politician would dream of 
consuming that much alcohol during day- 
light in the presence of journalists, and vice 
versa. 


Different ways of dying 


Britain does have speedy escalators. One of 
the first things that struck me upon return- 
ing home is how slowly the American ones 
move (though they are far more likely 
to be moving at all than the ones in 
the London Underground). Put 
down their stately pace to America's 
litigation frenzy; slower escalators 
mean fewer accidents, and fewer law- 
suits. London's open-platform dou- 
ble-decker buses would be unthink- 
able in America for the same reason. 

The first newspaper | opened 
upon returning to America contained 
two headlines that brought me home 
with a jolt. "Man Shot to Death At 
Bar Mitzvah” was about a shooting in 
a Brooklyn catering hall during a dis- 
pute over choice of music. "Movie 
Fan Is Killed in Theatre Argument 
Over a Popcorn Line" was about a 
man gunned down for queue-jumping. 
What shocked my Briticised sensibilities was 
not the stories themselves but their promi- 
nence. The popcorn killing rated a few 
inches on an inside page. The Bar Mitzvah 
made it into the Metro news briefs column. 

On the other hand, it was nice to come 
back to cable Tv. 1 thought at first that my 
British Tv was broken because it seemed to 
bring in only four channels. In Montgomery 
County, Maryland, there are about 60. Who 
needs that many, you say? Well, with such a 
cornucopia, TV viewing becomes a treasure 
hunt; you never know what you will find. 
Prospecting with my remote control one 
evening in October, | came across Mrs 
Thatcher delivering her speech to the Tory 
party conference. (It was on C-SPAN, which 
broadcasts Congress and fills the time be- 
tween sessions with whatever it can find.) 
Mrs Thatcher was hectoring the nation 
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about how high interest rates are necessary 
to curb inflation. 

Watching Mrs Thatcher's performance 
from my living room in America brought 
home (literally) how impossible it is to imag- 
ine President George Bush, or any leading 
American politician, uttering such an obvi- 
ous but unpleasant truth so forthrightly. 
Whatever happens to Mr Bush, he will 
never have the problems Mrs Thatcher is 
now going through, which stem from ideo- 
logical hubris. She knows what she believes, 
and is willing to pursue it past the point of 
either good sense or political prudence. Mr 
Bush believes in very little. 

Even Ronald Reagan, whose personal 
beliefs about public policy are probably at 
least as radical as Mrs tcher's, never 
acted on them. He invented, and Mr Bush 
perfected, a style of politics that depends on 
never delivering any bad news, on convinc- 
ing people that they can hate "big gove-- 
ment” and still keep their middle-class s 
sidies; that every problem they face is 
someone else's fault. The result is a sort of 
"truth gridlock" in which reality about most 
important issues of governance—the bud- 
get, the use of military force, foreign trade, 
drugs—is widely acknowledged but cannot 


pressed in pub- 
lic by elected offi- 


cials. 

Shortly after arriving 
at The Economist, I had a 
confused telephone conversa- 
tion with a colleague who had just 
been posted to the Washington - 
reau from London. He was quite exci... 
because some preliminary draft of Mr 
Bush's State-of-the-Union speech contained 
a few controversial proposals. Why his pas- 
sion? He assumed in the British way that if 
something was in the equivalent of the 
Queen's Speech, that meant it would hap- 
pen. My assumption, based on the Ameri- 
can experience, was that none of it would. 


Not just a pond between them 

| left America shortly after the end of the 
1988 American election campaign, with its 
demoralising focus on the pledge of alle- 
giance to the flag. It was a good time for a 
breather, I thought. This nonsense will be 
over by the time I get back. As I left Britain 
at the end of June, the British were arguing 
about the merits or otherwise of privatising 
the water industry, of reforming the Na- 
tional Health system, of joining the Euro- 
pean monetary system. Incredibly, I re- 
turned to an America still swept up in a fuss 
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" about the flag—this time over a Supreme 
Court ruling on flag-burning. 

The flag episode was a depressing re- 
introduction to America in three ways. 
First, it made me wonder about the depth of 
America's commitment to—or even under- 
standing of—freedom. Although Britain as 
a system of government is less tolerant than 
America of free expression, dissent and 
nonconformity, Britain as a culture strikes 
me as more tolerant. The sense that people 
have the right to do and think whatever 
they want as long as they are not harming 
others—which is the essence of freedom—is 
much more deeply ingrained. Certainly Brit- 
ain has an established church and the Off- 
cial Secrets Act; America has the First 
Amendment and the Freedom of Informa- 
tion Act. But imagine a British prime minis- 
ter trying to make a big national issue over a 
few nuts insulting the Union Jack. I bought 
a pair of Union Jack boxer shorts in Picca- 

lly Circus, and could have burnt them 
tnere too if I'd felt like it. 

Mr Neil Kinnock, the leader of Britain's 
Labour party, said in an interview last sum- 
mer, to no particular outcry in Britain, that 
he is an atheist. Any American national 
politician—let alone a party leader—would 
rather burn in hell than admit to such non- 
belief. The corruscating attacks on politi- 
cians of “Spitting Image", a television pro- 
gramme, would never make it on to national 
television in America. Last summer's con- 
troversy in America over a few smutty pic- 
tures in a government-funded art exhibition 
would never happen in Britain. During my 
stay in London I saw viciously (often fatu- 
ously) anti-government plays at govern- 
ment-subsidised theatres; meanwhile, a 
farce about the Iran-contra hearings was 
cancelled at the Kennedy Centre in Wash- 
ington because it was deemed too controver- 
sial for a semi-official institution. 

The point is not that taxpayers should 

ibsidise art they find offensive. It is that the 
British are slower to take offence at what 
they disagree with. Which is a more valuable 
protection of human freedom: a constitu- 
tional Bill of Rights, or a culturally ingrained 
toleration of eccentricity and iconoclasm? 
Not an easy question, I think. After surviv- 
ing last year’s American election, however, 
it was wonderful—though muddling at 
first—to be part of an institution (The 
Economist) where the term "liberal" was 
embraced unselfconsciously as a shorthand 
for values ranging from hard-nosed capital- 
ism and free trade to legalisation of drugs. 

As Mr Bush was at the Iwo Jima monu- 
ment denouncing  flag-burning, 
Thatcher was in Paris denouncing the 
French Revolution. "It took us a long time 
to get rid of the effects of the French Revolu- 
tion 200 years ago," she said. "We don't 
want another one." The second reason the 
flag business depressed me was as a reminder 
of the triviality of the American political de- 
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bate. Mrs Thatcher's relish in giving gratu- 
itous offence—her preening love of 
controversy—is irksome. And certainly her 
curt dismissal of “the effects of the French 
Revolution” is open to dispute. But imagine 
Mr Bush having any opinion at all about the 
French Revolution, let alone expressing one 
(apart from best wishes to our valued ally on 
the 200th anniversary of her blah blah 
blah). It’s not just the impact of the French 
Revolution that is off the American political 
agenda. So are most of the more immediate 
policy questions facing America today, be- 
cause of that “truth gridlock”. 

The substantive poverty of America’s 
political debate goes along with a stylistic 
prudery that would seem absurd in Britain. 
(Election-campaign "attack ads” are the ex- 
ception.) The Washington Times newspa- 
per thought it was front-page news for two 
days running recently that the Speaker of 
the House, Mr Tom Foley, allegedly told a 
group of foreign reporters that Mr Bush's 
quest for a cut in the capital-gains tax was 
like “a mad dog after a bone". Mr Bush has 
been the victim of canine imagery for years 
now; “mad dog” is actually an improvement 
on the usual “lap dog". Trying to gin up this 






Wili you BE 
TAKING 


passing remark into a major scandal was in 
part just the fixation of that particular news- 
paper. But Mr Foley, at least, shares the fixa- 
tion; he felt compelled to deny the story. 

As it happens, I had clipped a short, in- 
side-page article from Britain's The Inde- 
pendent one day in June. It was about how 2 
group of Labour backbenchers interruptec 
a speech by Mr John Gummer, then the 
minister of state for the environment, by 
breaking into barking noises. This was a 
more dramatic—and certainly wittier—ex- 
pression of the same metaphor, and it oc- 
curred in the House of Commons itself. Ye- 
it barely rated as news. 

The third and most depressing aspect of 
the flag saga is what it says about America's 
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national self-confidence. What kind of na- - 
tion can be so easily and repeatedly whipped _ 
into an enormous fuss over the flag? Not a 
nation sure of its place as a great power in | 
the world. Working at The Economist gave 
me a vivid, practical lesson in America's de- 
clining relevance. Every Monday mo ing 
the staff assembles and the heads of v: 
sections of the newspaper offer leading ai 
cles ("editorials", in American) solvin: 
whatever problems may have arisen durin: 4 
the past week in this or that corner of re 
world. Invariably there are more of these 
problems than the newspaper has space to 
address in the six editorial pages at the fro x 
of each issue. So the editor makes a list of - 
the offerings, ranks them on his judgment of 
how urgently The Economist's wisdom is 
needed or worthwhile, and chooses the top - 
six or seven. 
As head of the "American Survey" s 
tion, I dutifully proposed a couple of ideas - 
every week. Many big international issues - 
had a strong American dimension: ex- 
change rates, say, or arms control. But as far — 
as America's domestic affairs were con- 
cerned, there were only four or five occa- 
sions when these were considered to be 
among the six or seven most pressing mat- - 
ters facing the world. This was a time of 
perestroika in Russia, peaceful revolution in 
Eastern Europe, tumult in China, political - 
scandal in Japan, economic integration in - 
Western Europe and, in Britain itself, the - 
sense that the nation's leader was reachi " 
turning point just as she had become 
dominant political figure in the West. Amer- 
ica didn’t seem to matter much. 
Judging from life in Britain, America’s s 
cultural influence there remains overwhelm- 
ing. But its political and economic influence 
is waning. And so far, at least, Americans 
are reacting badly—neither taking the obvi- 
ous steps necessary to reverse the trend, nor 
settling amicably into genteel retirement. 


The romance remains 


No one would offer the Britain of the early 
1970s, when I first got to know that counsa 
as a role model for the post-great-power life 
style. It seemed resigned and embittered ai 
the same time, as America seems now. y d 
Britain of the late 1980s is doing much b 
ter, not just economically but spirit ; 
wisely settling for the world's admiration 
rather than bitterly resenting the loss o the 
world's fealty. Mrs Margaret Thatcher's oc- 
casional thunderbolts of  selfcrighteo: 
nationalism—mostly fatuous, but X: 
limited to mere words, except in the case o t 
the Falklands—keep the patient sated wit 
out getting him overexcited. Though unin- 
tentional, it seems an apt formula. 
British friends, Americanophiles all, 
said—hoped—that seven months in Lon- 
don would cure this American of his And 
philia. It didn't work. 
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Exodus, revised version 


FROM OUR SPECIAL CORRESPONDENT IN MOSCOW 


ERE is a paradox. The Soviet Union's 

2m or so Jews are probably freer now 
than at any time since the 1917 Bolshevik 
revolution. Yet, far from staying to savour 
the freedoms for which they had cam- 
paigned so tenaciously, ever-larger numbers 
of Soviet Jews are getting ready to leave. 

Moscow is full of stories about the exo- 
dus: "Have you heard that the entire com- 
munity in Kiev has decided to leave?”’; "Did 

u know that so-and-so (a famous surgeon) 

going to emigrate with his whole family?" 
In the first 11 months of 1989, 62,504 So- 
viet Jews have emigrated, easily breaking the 
record of 51,333 in the whole of 1979. In 
November alone, 11,168 left. Some 500,000 
Jews have either applied for permission to 
leave or have documents enabling them to 
make an application. Family and other ties 
will keep some back. But most will go. 

Others beside Jews—ethnic Germans, 
Armenians, Russians—are also leaving in 
growing numbers under the more liberal 
emigration rules introduced two years ago. 
But there is a special air of urgency, almost 
panic, about the Jewish exodus. 

Soviet Jews admit, amid warm refer- 
ences to Mr Gorbachev, that they now have 
more freedom. “Previously, I was obliged to 
wear six faces,” says a prominent electronics 
engineer; “One for my wife; one, less can- 
did, for my children, just in case they 
blurted out things heard at home; one for 
close friends; one for acquaintances; one for 
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colleagues at work; and one for public dis- 
play. Now I and my fellow-Jews can say and 
do things we have never previously been al- 
lowed to." Jewish cultural centres have been 
set up in Moscow and the Baltic republics. 
For the first time in 50 years Moscow has a 
rabbinical school. Teaching Hebrew, Yid- 
dish and Jewish history is no longer taboo. 
For the first time since Stalin's days a Jew, 
Mr Yevgeny Primakov, is in the Politburo. 

True, hostile local officials can still make 
life difficult for Jews. The notorious Anti-Zi- 
onist Committee is still in existence. But 
only just. Anti-semitism was officially con- 
demned by Mr Alexander Yakovlev, a Polit- 
buro member and a close ally of Mr Gorba- 
chev, in a speech in July 1987. Since then 
the flow of officially sponsored articles and 
books that often used to be straightforward 
cribs from Nazi hate-books has stopped. 
Proper legal protection is not yet in place, 
but Jewish freedoms have expanded beyond 
most lews' wildest hopes. 

To consolidate these gains, Jewish lead- 
ers from across the country have just been 
holding a congress in Moscow, the first such 
gathering since the 1917 revolution. Ac- 
cording to Mr Leonid Stonov, head of the 
Jewish Legal Seminar, and one of the cor- 
gress's organisers, it was called to outline a 
strategy for Jewish life in the Soviet Union, 
stimulate a revival of religious and cultural 
traditions and, above all, restore to Soviet 
Jews a sense of dignity and self-assurance. 


With so many things going their way, 
why are Soviet Jews so gloomy, and begin- — 
ning to talk not just of emigration but of 
“evacuation”? Because, though official anti- 
semitism is waning, grass-roots antisemi- - 
tism is growing ferociously, along with the _ 
Soviet Union's assorted angry nationalisms. 
It feeds on ancient prejudices and current 
difficulties—and on the same glasnost that __ 
has allowed Soviet Jews a voice. What scares — 
Soviet Jews is the possibility that it could — 
turn violent: that failure of perestroika could — | 
deepen the frustrations of ordinary people, 
with the Jews once again the scapegoats. — 

The chief purveyors of unofficial anti- —— 
semitism are the various offshoots of the 
Pamyat (Memory) movement. This started 


` innocuously in the early 1970s as an associa- — — 


tion dedicated to the preservation of the 
Russian cultural heritage. But it has revived 
some of Russia's old anti-semitic prejudices, — 
and added some wild new ones. It recycles 
that notorious forgery, the so-called Proto- - 
cols of the Elders of Zion, a supposed mas- 
ter-plan for Jewish world domination. lt — 
claims that Jewish Bolsheviks were responsi- 
ble for killing the Tsar, and for many other 
infamies. "It is strange", says a Jewish activ- 
ist, "that the Russians never get blamed for 
Lenin being a Russian, while the Jews get — 
blamed for Trotsky being a Jew.” 

Speakers at Pamyat's rallies call for an — - 
end to the supposed dominance of Jews in 
Soviet public life. Jewish "over-representa-- 
tion", asserts a document written by Mr 
Konstantin Smirnov-Ostashvili, should be — 
ended by "not admitting Jews and individ- 
uals related to Jews by blood" to universi- 
ties, scientific academies or the Communist — 
party. The same document calls for banning 
Judaism and for special protection for au- — 
thors of “anti-Zionist’’ works. Mr Yegor 
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Letting the people go 


Emigration of Soviet Jews, ‘000 


EUROPE 


Sychev, a painter of historic scenes who 
speaks to visitors in his home in the pres- 
ence of sons dressed in tsarist uniforms, re- 
veres the Romanovs, but also praises Stalin 
for his attempted "deZionisation ' which, 
"unfortunately", he left unfinished. 

Pamyat has branches in many cities of 
the Russian republic. Disoriented, ill-in- 
formed people are all too ready to lend an 
ear to simple "explanations" for Russia's 
misfortunes. It was all the work of wicked, 
greedy Jews, they are told. 

The new wave of anti-semitism has so 
far produced no pogroms, but it has led to 
desecrated Jewish graves, scrawls on syna- 
gogue walls, threatening letters, oecasional 
violence. Nor is it confined to the Russian 
republic. Elsewhere Jews have been caught 
in the crossfire between Russians and non- 
Russians. In Uzbekistan one of the slogans is 





“Tartars to Kazan, Russians to Ryazan, we'll 
deal with the Jews ourselves”. In Moldavia a 
local nationalist slogan proclaims: "We'll 
drown the Jews in Russian blood.” 

How real is the danger? Some Jews play 
it down, but few deny that it exists. Jewish 
optimists believe the security forces will pro- 
tect them. The pessimists disagree. Their 
strongest argument is that it has all hap- 
pened before and that it does not matter 
whether the pogrom is led by the Black Hun- 
dreds, as in Tsarist times, or by Pamyat 
squads. They say they prefer exodus now to 
extermination tomorrow. 

This is bad news for Mr Gorbachev. 
Jews, many of them professionals or would- 
be entrepreneurs, have the skills perestroika 
badly needs. They are among the people Mr 
Gorbachev can least afford to lose. 
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NE of the lessons of the 1989 revolu- 
tion in Eastern Europe is the value 
of having outstanding opposition leaders 
to assist the escape from communism. Po- 
land has had its famous former “non-per- 
son", Mr Lech Welesa; Czechoslovakia 
has had the much-imprisoned Mr Vaclav 
Havel. They have helped to keep their 
countries remarkably calm, so far at least. 
In contrast, a vengeful and potentially 
dangerous spirit is overtaking East Ger- 
| many rebellion partly because the place 
has nobody big enough to control peo- 
ple's passions. Romanians are still suffer- 
ing—and now bleeding—under dictator- 
ship partly because they have no national 
champion to rally round. 
The death of Andrei Sakharov leaves 
the Soviet Union without an opposition 


Andrei Sakharov, an 


icon for a new era 


leader in the Walesa or Havel class. No- 
body resisting communist power in the 
Soviet Union comes near to Mr Sakharov 
in moral authority. This is not just be- 
cause many prominent ex-dissidents have 
either died or emigrated. As one of the 
émigrés, Mr Natan Scharansky, puts it, 
among dissidents Mr Sakharov was “the 
undisputed leader, the symbol of the 
struggle”. While others fought for free- 
doms for their particular religion or na- 
tional group, he “simply wanted a better 
world for all". 

One Russian outside the Soviet Union 
matches Mr Sakharov's moral stature: Mr 
Alexander Solzhenitsyn. But Mr Solzhe- 
nitsyn's ideas may be too conservative, 
and too closely associated with Russian 
nationalism, for him to become a symbol 
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Romania 


Bloody madness 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


HE nightmare of Tiananmen has come 

to Romania. 

For several hours in the morning of 
Sunday, December 17th, Romanians found 
their voice. It was raised in support of Father 
Laszlo Tokes, a 37-year-old ethnic Hungar- 
ian Protestant pastor who was due to be ex- 
iled to a remote village for his repeated criti- 
cism of Mr Nicolae Ceausescu's regime. 
Several hundred ethnic Hungarians formed 
a human chain around his house in the 
north-western city of Timisoara. They were 
soon joined by thousands of Romanians. 
They reportedly shouted anti-Ceausescu slo- 

— CENA 
of the move to democracy in a multi-na- 
tional Soviet Union. The country needed 
Mr Sakharov not only to lead the cam- 
paign for an end to the Communist par- 
tys constitutionally guaranteed domi- 
nance but also to help ensure that 
democracy could come peacefully. There 
is no obvious heir to that role. 

But another lesson of 1989 is that the 
anticommunist revolution is far more 
powerful than any individual. The force 
for change let loose by Mr Mikhail Gorba- 
chev has swept through Eastern Europe, is 
sweeping back into Russia and may even 
sweep Mr Gorbachev aside. It now looks 
almost unstoppable, however desperately 
the Ceausescus and others may try to re- 
sist it. The freedoms Sakharov struggled 
for are coming, by popular demand. 

Some of those freedoms—of religion, 
of emigration, of expression—have be- 
come, with diminishing caveats, part of 
official Soviet policy under perestroika. 
The battle for democracy has yet to be 
won, starting with the effort to abolish 
Article Six of the constitution, which says 
that Communists must remain the “lead- 
ing force" in the Soviet Union. But that 
campaign now has enough momentum 
(witness the scenes at Monday's funeral) | 
to survive Mr Sakharov. 

And, even in death, Mr Sakharov him- 


self will remain a force to be reckoned 


with. The old Soviet iconography is 
breaking down; even Lenin is no longer 
safe in the more radical publications. 
Something must replace this as the Soviet 
Union moves towards pluralism. Russians 
already venerate the shrines of the poet 
Boris Pasternak and the singer Vladimir 
Vysotsky, because they need to believe in 
something beyond communism. The 
most famous dissident turned politician 
now seems certain to become a towering 
figure in the new Soviet iconography. 
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gans, set fire to the local Communist party 
headquarters, raided a bookshop and 
burned books written by Mr Ceausescu. It 
was the biggest protest since November 
1987, when workers in Brasov downed 
tools, attacked the local party building and 
demanded bread. 

This time the protest was savagely sup- 
pressed. As the rage of the demonstrators 
increased, the regime fought back—with 
guns and tanks. Eastern Europe's hitherto 
bloodless revolution claimed its first victims. 
First reports of the numbers killed varied 
wildly, but the death toll may be in the hun- 
dreds, perhaps even thousands. Travellers 
coming from Romania on December 19th 
reported that unrest was continuing, and 
was not confined to Timisoara. 

Getting reliable information out of Ro- 
mania has become harder than ever. Timi- 
soara has been sealed off. Border crossings 
with neighbouring Bulgaria, Soviet Molda- 

a, Hungary and Yugoslavia have been 
Closed to most traffic. The tightly controlled 
Romanian media preferred to report Mr 
Ceausescu's visit to Iran. He began the visit 
on December 18th, apparently confident 
that he could rely on his security forces to 
keep control back home. 

The cost of defending Romania from 
the reforms sweeping through the rest of 
communist Europe has now reached new 
heights. In addition to the miseries of daily 
drudgery in Romania, lives 
have now been lost. At home it 
may become harder to contain 
the people's anger, especially 
that of ethnic Hungarians who 
compare the liberalisation of 
next-door Hungary with their 
own dictatorship. Abroad, Ro- 
mania is more isolated than 
ever. It faces complete ostra- 
cism in the West and con- 

'smnation from the “com- 


The sick 


a 


rades” in Eastern Europe (in a sign of the 
times, on December 19th a demonstration 
of about 1,000 people took place outside the 
Romanian embassy in Bulgaria). 

Not that Mr Ceausescu cares. He owes 
no money to the West. Mr Gorbachev's 
Russia is committed to the "Sinatra doc- 
trine” in Eastern Europe (the comrades can 
“do it their way"). What Mr Ceausescu may 
have underestimated is the resistance even 
in this fear-ridden, informer-infested coun- 
try to his increasingly hateful madness. 
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Poland 


Big bang, big adventure 


FROM OUR WARSAW CORRESPONDENT 


Wi the rest of the world merely en- 
ters a new decade on January Ist, Po- 
land will be moving into a new era. In the 
week before Christmas, finance-ministry of- 
ficials with deep circles under their eyes were 
still putting the finishing touches to a pack- 
age of more than 25 economic laws—Po- 
land's “big bang’’—assembled in less than 
four months. Barring last-minute parliamen- 
tary disputes, the measures should go 
through by the end of December, in time for 
the great leap towards a market economy 
starting on January Ist. 

This is an attempted economic revolu- 
tion which, if it comes off, will transform the 
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way Poles think and work. The immediate 
aim is to cure inflation, now running at an 
annual rate of around 600%. For this, the 
Solidarity-led government proposes: 

e A balanced budget, tight money. The 
government is cutting the list of subsidised 
goods by two-thirds and freeing most prices 
(energy prices, for example, are expected tc 
rise by ). Factories formerly 
subsidised by "soft" credits at low interest 
rates will get loans only on a commercial ba- 
sis. To help balance its books, the govern- 
ment will raise penalties for tax-evaders and 
sell bonds and state property. 

e A credible currency. The zloty will be 
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| EUROPE 
devalued (to a rate of, say, 14,000 to the dol- 


lar, compared with the current official rate 
of 6,000). The government will defend the 
new rate for several months, using $1 billion’ 
granted by the International Monetary 
Fund and others. Faith in the zloty should 
rise, and centralised allocation of hard cur- 
rency should cease— making the zloty “in- 
ternally convertible". 
e Wage restrictions. These are controver- 
sial, and especially painful for a government — 
led by Solidarity, with its trade-union roots. 
Wage rises will be kept below inflation. 
Those wishing to pay their workers over the- 
limit will face punitive taxes. . 
If all goes well, the reduced subsidi 
and the new exchange rate will cause prices 
to jump in January; then a 20% drop in real 
wages will drive them back down in Febru- 
ary and March, bringing monthly inflation - 
down from 5096 in January to 5% in April. — 
Production will also fall, by as much as 10% 
(but no one is sure). World Bank officials 
marvel at how a country can go ahead witl 
such a programme without knowing even - 
roughly how many businesses, unused to- 
tight credit and market rules, will go bust. 
Sweeping privatisation will follow the - 
January reckoning. The new financial strin- 
gency is expected to show quickly which 
businesses should close and which could | 
stand up to privatisation (the housing minis- - 
ter, Mr Alexander Paszynski, predicts that 
as many as 30% of building firms could go. 
bust). One danger is that in some indus- 
tries—notably those with high energy costs - 
or a heavy reliance on imported raw materi- 
als—all the enterprises could fall at once, 
leaving Poland without, say, a textile indus- 
try to speak of. " 
Unemployment will rise. A law provid- 
ing for unemployment benefit is part of the 
new package, and the labour minister, Mr- 
Jacek Kuron, already has a fund formed 
largely from donations to support Poland's 
poorest. Officially, the government expects 
up to 400,000 jobless, but gloomier econo- 
mists expect up to 3m. The programme is 
packed with ways to “loosen up” —by lower- 
ing the exchange rate or raising import tar- 
iffs—if the number goes beyond what Poles 
are prepared to tolerate. | 
Opinion polls still show more than 70% 
support for the prime minister, Mr Tadeusz 
Mazowiecki. But he has not had time to re- 
veal much about the new policy. Most Poles 
probably do not realise what is coming. A 
brand of populist egalitarianism is on the 
rise—in the media, on the streets, in parlia- 
ment—along with fears that foreigners, es- 
pecially Germans, will "buy out” Poland. In 
parliament a small group of trade-unionist 
deputies and senators have banded together 
to fight the government liberals, presumably 
in the hope of taking over once the reforms. 
collapse. $ 
With luck, the reforms will lead to re- 
covery, not collapse, and set an example for 
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other East Europeans to follow. This is the 
first time inflation controls of a Latin Amer- 
ican kind have been placed on an economy 
escaping from communism. Nobody knows 
how the persistence of monopolies will af- 
fect prices, or how Poland's barter-trade 
commitments in Comecon will affect the 
liberalisation. Nobody knows many other 
things. But does Poland have a choice? 
“Conscious madness” is what one minister 
calls its leap to economic freedom. 





The Germanies 


Word games 


FROM OUR BONN CORRESPONDENT 


HEN Germans talk of unity, as they 

increasingly tend to do, reach for a 
code book and a couple of aspirins as well as 
a dictionary. The words have hidden impli- 
cations and traps for the unwary. 

For instance, a lot of Germans, espe- 
cially on the political left, get wild when the 
chancellor, Mr Helmut Kohl, speaks about 
Wiedervereinigung (reunification). To their 
ears the "re" bit smacks of restoring the 
German Reich within its 1937 borders, 
hence including parts of what are now Po- 
land and the Soviet Union. Mr Kohl tries to 
make out it means no such thing. But with 
an eye on the conservatives in his coalition 
government, he sticks to his terminology 
and stays blurrier on the border issue than 
either the opposition Social Democrats or 
the Free Democratic foreign minister, Mr 
Hans-Dietrich Genscher. 

The Social Democrats have long been 
split on German unity and were caught on 














FROM OUR WARSAW CORRESPONDENT 


éTT'S a challenge," said Poland's fi- 

nance minister, Mr Leszek 
Balcerowicz, when asked how he liked 
his new job back in September. Mr 
Balcerowicz, the brain behind Poland’s 
economic reform, has a gift for under- 
statement along with his 
other talents. In less than 
four months he has put to- 
gether from scratch a radi- 
cal anti-inflation plan that 
has won almost immediate 
western acceptance. The 
bespectacled, 42-year-old 
economist is described as a 
"genius" by his colleagues 
and wins respect from his 
opponents. 

He insists on calling the 
reform plan a “group ef- 
| fort". True, he listens to outsiders’ ad- 
| vice, for example from Mr Jeffrey Sachs 
of Harvard University. But he hand- 





| The man behind the plan 





Brave Balcerowicz 





leagues from Poland's economic acade- 
mies, and he keeps them at it. One Polish | 
cabinet minister, exhausted from late- | 
night and early-morning sessions with 
the finance-ministry team, said there 
were now "two Polish governments: the | 

Balcerowicz team and the | 
rest of us. Only they know 
the details well enough to | 
make the decisions, so we | 
just have to accept what | 
they say.” 

Mr Balcerowicz himself 
sets the pace for his minis- 
try colleagues. He arrives at | 
the office before 8am and | 
often stays until midnight. 
He rides in an official car 
for the sake of convenience. 
But his wife, assistants 
claim, still queues for meat in the shops 
like everyone else. So the minister should 
quickly know whether his brave plan is 
working or not. 





the hop when the Berlin Wall was breached 
last month. But at their party congress in 
Berlin on December 18th, they battled their 
way to endorsing the idea of a “confedera- 
tion" between the two German states. Does 
that put them at one with Mr Kohl, who 
outlined something similar in a ten-point 
plan for German unity on November 28th? 

Not really. Mr Kohl insists he was talk- 
ing only about "confederative structures", 


Modrow and Kohl start to define a relationship 
48 


like joint government and parliamentary 
committees, which he would like to emerge 
soon after free elections in East Germany, 
due next May. A fully-fledged confedera- 
tion, Mr Kohl believes, would hardly be 
compatible with the membership of the two 
Germanies in their respective military alli- 
ances (though maybe the half-way house he 
proposes would not be compatible either). 

East Germany's communist prime min- 
ister, Mr Hans Modrow, prefers to talk of a 
Vertragsgemeinschaft or contractual com- 
munity between the two Germanies. He 
concocted the unwieldy name to try to ta’ 
account of two conflicting pressures: fro 
those East Germans desperately hoping for 
lots of economic aid conveyed through ever 
closer relations with their rich brother; and 
from those who fear the country will be sold 
out to the West and oppose German unity 
on principle. Among the latter is the com- 
munist party, though its position on any- 
thing is becoming increasingly ignorable. At 
a dismal congress on December 16th-17th, 
its main achievement was to double the 
length of its name to “Socialist Unity Party 
of Germany-Party of Democratic Socialism” 
(perhaps to try to make up for its recent loss 
of more than a quarter of its members). It is 
now doubly forgettable. 

Mr Kohl is going along with the 
Vertragsgemeinschaft idea for a time, be- 
cause he too wants to prevent still greater 
unrest in East Germany bringing a new 
flood of immigrants to the West. Hence his 
pledge during talks with Mr Modrow in 
Dresden on December 19th of redoubled ef- 
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forts to expand trade, help East Germany 
clean its environment, improve its tele- 
phone system. But he also told ecstatic 
crowds waving West German flags in Dres- 
den that he wants a united German nation. 
He has been making it plain that his aim is a 
German Bundesstaat or tightly knit federal 
state (albeit one in the heart of a united Eu- 
rope) in which East Germany would play the 
kind of role Lünder like Bavaria or North 
Rhine-Westphalia do in the Federal Repub- 
lic (Bundesrepublik) now. 

Isn't a Bundesstaat much the same as 
the Staatenbund which many Social Demo- 
crats now talk longingly about? Confusingly, 
a Staatenbund is a much looser affair, call- 
ing to mind the old Deutscher Bund or Ger- 
man League. That was created through the 
Congress of Vienna in 1815 in the (ulti- 
mately vain) hope that a powerful German 
state could be prevented from emerging to 

pset the balance of power in Europe. 

Few of these niceties of history and ter- 
minology will be in the minds of those dem- 
onstrating in growing numbers in East Ger- 
many for a “united Fatherland”’. Instead it is 
Mr Willy Brandt, ex-chancellor and father 
of Ostpolitik, who has captured imagina- 
tions most strongly with his simple (albeit 
interpretable) remark hours after the Berlin 
Wall was opened. “What belongs together", 
he said, "is now growing together." 





Spain 


One for Galicia 


FROM OUR MADRID CORRESPONDENT 


T WAS more than just a local affair. The 
outcome of the regional election on De- 
cember 17th in poor and neglected Galicia 
in the north-west of Spain promises to have 
n effect on the politics of the entire coun- 
try. Provisional results—which, in view of 
the confusion after Spain’s general election 
last October, need to be treated with some 





Fraga returns to his roots 
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FROM OUR BRUSSELS CORRESPONDENT 


INISTERS from the five 


| 

| 

| ,! . 

“Schengen” countries of the Eu- 





ropean Community should not have 
crowed a month ago that they would im- 
minently agree to scrap their mutual 
frontiers. Their bravado was designed to 
show that the fall of the Berlin Wall 
would not distract the Community from 
its quest for union. In fact, it was mainly 
| this event that made the pact unsignable 
on the promised date of December 1 5th. 

West Germany, France and the Bene- 

lux countries had pledged in 1985, in the 
| little Luxembourg town of Schengen, 
that they would get rid of all their mutual 
| border controls. By the small hours of 
December 14th, officials from these 
countries had agreed on a final text, with 
| just one point outstanding. Holland ob- 
| jected to Luxembourg's refusal to co-op- 
erate with investigations into 
tax fraud. Later that day, as of- 
| ficials were cooking up a com- 
promise, they heard that West 
Germany's chancellor, Mr 
Helmut Kohl, wanted the text 
reexamined in the light of 
| events in East Germany. 

The foreign and interior 
ministers in Bonn had already 
approved the text. The word- 
ing had been carefully crafted 

| to reconcile the West Ger- 
mans’ desire that East Ger- 
mans should be free to enter 
Schengenland, with the other 
countries’ insistence that 
Schengenland's external fron- 
tier should be the frontier of 
West Germany. 












caution—gave a one-seat majority in the lo- 
cal assembly to Mr Manuel Fraga's People's 
party. The significance of the Galician resul: 
is that it may at last ease Mr Fraga away from 
national politics. 

The presidency of his native region's ad- 
ministration is a fitting consolation prize for 
the grand old man of the Spanish right. One 
of General Franco’s more liberal ministers, 
he was expected by many—including by Mr 
Fraga himself—to become prime minister 
after the dictator’s death in 1975. He didn’t. 
To his credit, despite a string of election de- 
feats for his party, he was never tempted to 
take the easy way out and throw in his lot 
with the enemies of democracy. His problem 
was, and remains, that outside Galicia too 
many voters recoiled from supporting a poli- 
tician so obviously entangled with the totali- 
tarian past. 

Mr Fraga's victory in Galicia offers him 
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Shenanigans in Schengenland 


P» - 
The newly open border that blew it 

















































But Mr Kohl's coalition partner, the 
Free Democrats (the foreign minister's 
party), objected. They complained that 
West Germany should not take such a 
crucial step without parliament's in- 
volvement. The cabinet eventually de- | 
cided that the agreement might indeed | 
tie West Germany's hands in its evolving 
relations with East Germany. | 3 

French ministers are furious at West | ua 
Germany's second thoughts. They will | 
be badgering Mr Kohl to prove that he is 
a "good European" and sign. The Euro- 
pean Commission hopes he will. It sees. | 
Schengenland as a model for the prom- | 
ised frontier-free EC. The twin moralsare I| 
clear. Whatever the good Eurowill, the || 
German question will complicate project 
1992. And "frontier-free" is easy to 
pledge, deeply compromising to practise. 
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the opportunity of an active retirement. | 
More important, it leaves the conservatives — 
free to construct a modern-looking alterna- 
tive to the ruling Socialist party. Just how | 
much it is needed was illustrated in Galicia: 
the outgoing Socialist administration used | 
its last few hours in power to give radio li- 
cences to its friends. »- 
It seems likely that Mr Jose Maria 
Aznar, who put up a creditable showing as. 
the People's party leading candidate at the 
general election, will be given day-to-day 
control as the party's secretary-general. But 
Mr Fraga looks set to hold on to its chair- ` 
manship. Might Mr Fraga try to use his new 
Galician base to launch a comeback in Ma- | 
drid? Probably not (he will be 71 when his 
mandate ends), though it cannot be ruled 
out. It is up to Mr Aznar to prove that the - 
old warhorse is best kept out to grass. 
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RUSSIA'S ANTI-DRINK CAMPAIGN 


Mikhail Gorbachev tried to break with over 1 jon years of Russian history 


when 


.. And he did not at all like the abstinence from 
drink. For, as he said, ‘Drinking is the joy of the 


us. We cannot live without it.’ 
twelleh-century “Primary Chronicle ' anoreasons why 


Prince Vladimir of Kiev rejected Islam for his people and 
opted for Christianity in 988 


I raised the matter with Brezhnev in these 
— words: ‘Socialism and the boozing of vodka by 
the people don't go together. Why is the Polit- 
buro silent on this?’ He heard me our patiently 
and then said: The Russians have always drunk 
ache, They can eget by without it,’ deci Gro 

. myko, the Observer, April 1989. 


j | AR GORBACHEV decided that both 
AVA Vladimir and Brezhnev were wrong: 
Russians could get by without vodka. Some- 
thing had to be done. By the early 1980s 
Russians were drinking more than ever. Al- 
. cohol consumption rose by some 250% be- 
tween 1955 and 1984. A drastic cur was es- 
sential for Russia's regeneration. 
.... Nobody knows exactly how much Rus- 
sians drink. Before glasnost, no official fig- 
ures had been published for over 50 years, 
and anyway a big share of the inzake is illicit 
brew (samogon), which defies precise 
«statistics. The best guess is that, by 1984, an- 
nual consumption per person aged 15 and 
Over was equivalent to at least 15.5 litres of 
absolute alcohol. This is high, bur not as 
high as in, say, France. Only when vou look 
closely at who drinks what does the scale of 
the Soviet drink threat become clear. 
Russians drink mostly vodka, often in 
heavy bouts. Vodka and other "strong" 
drinks (4096 alcohol content or higher) ac- 
count for over 60% of consumption. This is 
ar more damaging for health and behaviour 
in the more gradual intake of drinks with 
lower alcohol content (wine in France, beer 
in Britain). Within the Soviet Union, the 
Slavs of the Russian Republic, the Ukraine 
and Belorussia are the heavy vodka and sa- 
mogon drinkers; Balts consume more alco- 
hol, but are beer-lovers; Georgians and Ar- 
menians drink less, and drink wine; and in 
the Muslim republics consumption is low 
for the reason Vladimir rejected Islam. 
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he came to power in the spring of 19 
Russians off the bottle. This is the story of his failure 


5. He thought he could get 


Men are by far the heaviest drinkers. At 
most one alcoholic in six is a woman. Offi- 
cially, the number of alcoholics in the Soviet 
Union was 4.5m in 1985, but this refers only 
to people in the most advanced stage of alco- 
holism. Under a broader definition, the 
number of people dependent on alcohol is 
over 20m, in a population of 280m. 

The scale of drinking is all the more re- 
markable because vodka, even before the 
Gorbachev campaign, did not come cheap. 
A survey in 1982 found it took the average 
Muscovite over seven hours' work to earn 
enough to buy a bottle of vodka; in Wash- 
ington it took just one hour. Hence the in- 
centive to make home-brew (samogon ac- 
counted for between a fifth and a third of 
total consumption by the 1980s). 

Why the booze binge in the Brezhnev 
years? Russians had more free time, but too 
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little to do with it. They had more money, 
but little other than drink to spend it on. 
And they had to contemplate the sheer dull- 
ness of ordinary life. 

The consequences of heavy drinking 
were alarming, especially for health. Life ex- 
pectancy for males was 66 years in 1965; by 
1984 it had fallen to 62, and alcohol was 
widely seen as a main reason. Western stud- 
ies suggested that, of the Soviet Union's 20 
major causes of death, alcohol was the third- 
biggest killer—after heart 
disease and just behind can- 
cer. Alcohol was blamed for 
producing disturbing rates 
of infant mortality at 
birth defects. One in thra. 
road deaths were said to be 
due to drunk driving. 

The effect on the econ- 
omy—through absentee- 
ism, accidents, hang- 
overs—was devastating. In 
1974 a Soviet study estimat- 
ed that labour productivity 
would be about 1096 higher 
if the effects of alcohol were 
eliminated from work. If so, 
the cost to productivity may 
have reached 15-2096 by 
the mid-1980s. 

A third big worry was 
the effect on the moral cli- 
mate. Three-quarters of 
murders were said to be 
committed under the influ- 
ence of drink. In the home, 
drink was blamed for th 
spread of divorce. By tl 
time Mr Gorbachev took 
over, there was strong pres- 
sure to stop all this waste. 

Campaigns against alcohol had been 
waged before in the Soviet Union. The Bol- 
sheviks inherited prohibition imposed in 
1914 to make the war effort more efficient. 
This led to home-brew on a vast scale, so in 
1922 a sweeping campaign was launched 
against illicit stills (by the summer of 1923, 
over half the prisoners in Moscow's jails 
were home-brewers). It failed. A western 
study of the campaign concluded: “In the 
end, the repressive effort against illicit alco- 
hol had as damaging an impact on the gov- 
ernment as on home-brew, overloading the 
law-enforcement apparatus and undermin- 
ing popular enthusiasm for the regime.” 
History has now repeated itself. 

That early prohibition was gradually lift- 
ed, but anti-alcohol campaigns went on. Sta- 
lin introduced one in the late 1920s, Khru- 
shchev launched his in 1958, Brezhnev 
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Regional drinking patterns (iate 1970s) 
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started half-hearted attempts in 1972 and 
1979. The emphasis was always on punish- 
ment rather than cure: drinking was seen as 
a deviation rather than a disease. 

None of the campaigns worked. Apart 
from the questionable tactics of these ef- 
forts, one reason for their failure stands out: 
their effect on state finances. 
state was itself alcohol-dependent. In the 

arly 1980s taxes on the liquor trade provid- 
«d about 13% of the state budget. Any cut 
in sales of alcohol meant losing revenue, and 
in the end the politicians had always given 
in to financial expediency. 
Hence the continuing rise 
in production until Mr 
Gorbachev clamped down. 
(During the 20 years before 
1985, production of vodka 
had doubled). 


New man, old game 
So Mr Gorbachev had 


plenty of Soviet experience 
to draw on when he con- 
templated a new anti-alco- 
hol drive. There were essen- 


tially two schools of 
thought in Russia. One ar- 
gued for "education" 


(teach people to drink in 
moderation), the other for 
xohibition. In 1985 the 
“education lobby" was 
routed. Mr Gorbachev opt- 
ed for methods that had failed in the past. 
In fact, the staunchest supporter of the 
crackdown on vodka may have been Mr Ye- 
gor Ligachev, who emerged as the Politbu- 
ro's leading conservative. The outspoken 
Mr Boris Yeltsin had this to say in Novem- 
ber 1988 about his arch-rival Mr Ligachev: 


“We don't disagree on the strategic direction of 
perestroika. But we differ on many questions of 
tactics. Take the question of the struggle 
against alcoholism. Did we ever fight about 
that! | had to put up with everything but physi- 
cal violence for [speaking up in favour of] every 
new liquor store.” 


Still, the campaign's timing shows that Mr 
Gorbachev was its sponsor. He came to 
power in March 1985. In April, the Politbu- 
ro approved a set of major anti-drinking 
measures. The new rules were published on 
May 17th. 

Anybody in a position of responsibility 


who drank heavily or allowed drinking to go 


The Soviet - 


on was to be sacked. Drinking at work or at 
receptions was banned. The police were in- 
structed to clear the streets of drunks, root 
out samogon and end abuses in the drinks 
trade. 

There were also new limits on the pro- 
duction and consumption of alcohol: 

@ The sale of alcohol was restricted to be- 
tween 2pm and 7pm, and to people over 21. 
@ Only special liquor stores could sell vodka 
and other strong drinks. The number of al- 
cohol outlets was to be reduced. Sales of al- 
cohol were banned near factories, hospitals, 
stations, cinemas. 

@ The production of vodka was to be re- 
duced year by year from 1986, and that of 
fortified wines was to be phased out entirely 
by 1988. 

The measures did not consist entirely of 
restrictions. The government had plans to 
step up the production of non-alcoholic 
drinks, and to offer people more ways of en- 
tertaining themselves in their spare time be- 
sides boozing. There was to be glasnost on 





drinking (statistics on alcohol that had been 
unavailable since the 1950s began to reap- 
pear). Clinics were to be organised to give 
anonymous assistance to alcoholics. 

But the thrust was tough restrictions. 
More were soon to come. In August 1985 
prices of alcoholic drinks were raised by 15- 
25%. A year later they went up a further 20- 
25%. Previous anti-alcohol campaigns had 
arrived with a fanfare, only to be ignored 
and quietly forgotten. Not this one. It was 
followed through with a determination that 
took early sceptics by surprise. 


Perrier for the Politburo 


The new rules were backed up by a huge po- 
lice effort and relentless propaganda. Even 
old movies were censored to cut out drink- 
ing scenes. Alcoholic drinks disappeared 
from many official functions (Mr Gorba- 
chev became known as the “Mineral Secre- 
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tary” rather than the General Secretary of 
the Communis: party). A nationwide Volk — 
untary Society for the Struggle for Sobriety 
was set up. It supported total abstinence, 
and rapidly grew to have a membership of — 
14m—though it later emerged that member- 

ship was often not “voluntary” at all. Its - 
journal, Trezvost i kultura (“Sobriety and — 
Culture"), pressed for prohibition and at- 
tacked those who argued for a more tolerant | 
attitude towards drinking. 

Drinks factories were shut and vines up- 
rooted. Local officials rushed to obey the 
new zeal. By 1987 state output of vodka was 
5696 below the 1984 level. No cuts had been - 
envisaged in beer production, yet it fell by a 
quarter in 1986. Whole vineyards were up- 
rooted in wine-growing republics such as- 
Moldavia, Azerbaijan, Armenia and Geor- — 
gia. By the end of 1987, 216,000 hectares of 
vineyard had gone, one-sixth of the entire 
Soviet total. 

Already in the second half of 1985 the 
number of liquor stores across the country 
was cut by 55%, from 238,000 to 108,000 (in — 
Tajikistan the cut was 77%, — 
in Kirgizia 90%). The num- — 
ber of restaurants and eat- 
eries serving alcoholic 
drinks shrank by over 70%. 
Some local authorities cre- 
ated “sobriety zones", - i 
where state trade in spirits — 
was completely stopped. | 

At first, the campaign 
seemed to be working, with — 
reports of dramatic im- 
provements in health and - 
efficiency. Drunkenness on 
the streets decreased. By — 
mid-1986 crime was said to — 
be down by a quarter, ab- 
senteeism by at least a third. — | 
The cuts in production, in 
complete contrast to previ- 
ous campaigns, turned out - 
to be even bigger than 
planned (in 1987 state production of alco- 
holic drinks was at least 40% below the lev- 
els planned a: the start of the campaign). 
Sales in terms of absolute alcohol were 8.4 
litres per head in 1984, and only 3.3 litres in. 
1987. On the face of it, these were remark- | 
able results, and politically important. No- | 
body else had managed to cut production — 
like this. Mr Gorbachev was different; he 
meant business. 

The effect on the nation's health was” 
trumpeted as the greatest achievement of 
the campaign. Mr Gorbachev used to claim 
that it was saving 300,000 lives a year; 
“What value can you put on that?", he 
asked an audience in Murmansk in the au- 
tumn of 1987. The first two years of the 
campaign were said to have brought a 37% — 
drop in the death rate among working-age - 
men as a result of injuries, poisoning and ac- — 
cidents. For the first time in two d 
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State alcohol production 


as% of 1984 total 


official figures said, the crude 
death rate fell, from 10.6 per 
1,000 to 9.7, and life expec- 
tancy rose. 

Alas, most of the claimed 
successes were at best tempo- 
rary. With hindsight, the en- 
couraging 1986 figures on 
health look suspicious. By 
mid-1987, two years into the 
campaign, drunks were reap- 
pearing on the streets, samogon was soaring, 
sugar was disappearing from the shops, the 
state's finances were in chaos. A slow retreat 


began. What had gone wrong? 


Sloshed on samogon 


The cut in alcohol production was partly an 
illusion. Yes, state output was halved. But 
home-brewing increased. Official Soviet sta- 
tistics, at last recognising the existence of sa- 
mogon, admit that once home-brew is taken 
into the reckoning consumption dropped 
from 10.7 litres of absolute alcohol per head 
in 1984 to 5.9 litres in 1987, 
a fall of 4596. That almost 
certainly underestimates 
the role of samogon. The 
leading western expert on 
Soviet drinking habits, Mr 
Vladimir Treml of Duke 
University in the United 
States, estimates that alco- 
hol consumption dropped 
by about a third. Some Rus- 
sians reckon home-brew en- 
tirely compensated for re- 
duced state output. 

Under the Gorbachev 
campaign the price of vod- 
ka went up to 20 roubles a 
litre, equivalent to about 
two days' work at the aver- 
age wage. Exorbitant prices 
and sharply restricted sup- 
ply created hothouse condi- 
tions for illicit production and distribution. 
It cost about 1.50 roubles to make a litre of 
home-brew, and it could be sold at around 





- the same price (20 roubles a litre) as the 


state-produced version. 

So home-brew exploded. Ogonekx, a rad- 
ical weekly, said it covered the drop in state 
supplies “with interest". Mr Treml believes 
that is an exaggeration: output of samogon 
went up by a third compared with 1984, but 
was far short of compensating for state sup- 
ply. Still, everyone agrees that by 1987 illicit 
production exceeded state output—despite 
frenzied police efforts against the home- 
brewers. 

Who were these home-brewers? Most 
were in the Ukraine, Belorussia and the Rus- 
sian Republic. Home-brewers used to be 
mainly pensioners in the countryside. This 
changed. By 1987 about 4096 were pension- 
ers, almost half were under 48 years old, one 
in ten under 29; over 6096 were women. Up 
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to 40% lived in towns, and a 
growing number were from 
the educated classes. The 
technology used was often in- 
genious. Sometimes it in- 
volved simple, small machin- 
ery (hence the difficulty of 
police detection); sometimes 
it was on an almost industrial 
scale. In the Kharkov district 
in the Ukraine, a syndicate 
turned a village house into a distillery com- 
plete with researchers, freight handlers and 
accountants. 

Among the ingredients used for home- 
brew (and so disappearing from the shops 
from the second half of 1986) were tomato 
paste, fruit juices and various types of con- 
fectionary. But the commonest raw material 
was sugar. Sales of sugar were 1996 higher in 
1987 than in 1984, yet there was less of it in 
the shops. Rationing of sugar (often as little 
as 1.5kg per person per month) started in 
the Ukraine in 1988 and spread to the 
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whole country. Theft of sugar made ordi- 
nary supplies worse: 242,000 tonnes of it 
was stolen in 1987. 

The shortages seemed to affect everyone 
except the cannier samogon operators. Ar- 
gumenty i Fakty published a letter from a 
self-confessed "professional home-brewer" 
who started illicit brewing in 1985. The sug- 
ar shortage did not affect him at all: he could 
get supplies by the sackful through the 
black-market network of people keen to do 
business with him. He had grown rich, and 
fearless of fines or prison. 


The financial hangover 


The substitution of home-brew 
for state output was a catastro- 
phe for the national budget. Mr 
Leonid Abalkin, a leading econ- 
omist and now a deputy prime 
minister, talked (before the Ar- 


menian earthquake) of three 


Arrests for samogon 
production 


Source: official reports 





big blows for the Soviet economy in the 
Gorbachev years: Chernobyl, the fall in oil 
prices and the anti-alcohol campaign. 

The campaign helped to create the bud- 
get deficit and inflation that now threaten to 
sink perestroika. The second rise in alcohol 
prices, in August 1986, seems to have been a 
crude attempt to recoup some of the lost 
revenue. It only made matters worse, by giv- 
ing an extra incentive to the home-brewers: 
more roubles were diverted from the state's 
coffers into the black market (fuelling the 
corruption that Mr Gorbachev was striving 
to eradicate). A charitable excuse is that the 
politicians believed the productivity gains 
resulting from the campaign would be so 
great they would compensate for the lost 
revenue from alcohol sales. More likely, the 
politicians just didn't think it through. 

The loss of revenue was sudden and se- 
vere. The official Soviet version is that, com- 
pared with 1984, consumers spent 5 billio 
roubles less on drink in 1985, 15.8 billio.. 
roubles less in 1986 and 16.3 billion roubles 
less in 1987—a total cut in 
spending over the three 
years of over 37 billion rou- 
bles. Mr Gorbachev has re- 
ferred to a loss of 49 billion 
roubles in 1985-88. 

The direct losses may 
not have been quite as high 
as that. These Soviet calcu- 
lations seem to assume 
1984 volumes of state alco- 
hol sales even at the higher 
prices introduced in 1985 
and 1986. Still, the cam- 
paign certainly left a big 
hole in the budget. It is one 
of the main reasons that the 
Soviet budget deficit has 
rocketed to 120 billion rou- 
bles, some 13% of GNP 
(which makes America 
budget deficit seem a mere 
trifle). Holes in Soviet budgets are filled by 
printing more roubles. The result is 
inflation. 

To absorb all the roubles that people 
were not spending on state-produced alco- 
hol, the government needed to increase out- 
put of other consumer goods very rapidly 
and keep wages in check. In fact, wages kept 
rising, and output of other consumer goods 
did not rise by nearly enough. So shortages 
worsened and queues lengthened. The cam- 
paign helped to create a cynicism about per- 

estroika which will be hard to 


overcome, 


A tragedy of errors 

Alcoholics who could not get 
enough of the real thing turned 
to harmful surrogates. The list 
of some of the surrogates men- 
tioned in reports is gruesome: 
shoe polish, eau-de-cologne, af- 
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tershave, toothpaste, glues, nail varnish, 
window-cleaning fluid, disinfectants, brake 

uid, anti-freeze, insecticide, cockroach poi- 
son, a cattle-growth stimulator called vero- 
sin, hair lotion, cough mixture. Industrial- 
grade alcohol, methanol and other toxic 
spirits were stolen and drunk. Sales of per- 
fumes increased by about 40% between 
1985 and 1987. Hospitals experienced 
shortages of surgical spirit. The quality of 
paint declined because factory employees 
were stealing alcohol that was meant to go 
into it. The quality of bread was said to dete- 
riorate because yeast was stolen for use in 
home-brew. 

The results were lethal. In 1987 40,000 
people poisoned themselves by drinking sur- 
rogates; 11,000 of them died. In one grisly 
example in a Ukrainian village, a farm me- 
chanic and a headmaster died after drinking 
black-market booze which later investiga- 
tion showed to be industrial-grade alcohol; 
the 100 guests at the funeral unsuspectingly 
drank the same brew, with the result that 
any more died. 

Queues, already dreadful, got worse. 
According to a report presented to the Polit- 
buro by the prime minister, 
Mr Nikolai Ryzhkov, in 
September 1988, queues 
grew by over 5096 during 
the first three years of the 
anti-alcohol campaign. The 
long lines at liquor stores 
themselves were the most 
conspicuous result of the 
campaign. Moscow News, 
a flagship of glasnost, re- 
ported in 1988 that the av- 
erage man spent 70-90 
hours a year standing in a 
queue for liquor. Buying 
drink became a demeaning 
ordeal—especially for peo- 
ple who just wanted some 
bottles for a birthday party 
or a wedding. 

Black-market trade in 
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liquor flourished. Pensioners queued on 
commission and made a few roubles on the 
side. Taxi drivers did back-door deals with 
shops to supply a huge black market. One in 
ten of the so-called “speculators” caught in 
1987 worked in the trade network. Over an 
18month period more than 60,000 trade 
employees were caught breaking the rules in 
selling alcohol. The temptation was hard to 
resist. As one shop assistant put it: 
“In our shop everyone makes from 50 to 100 
roubles a day. Or everyone who sells vodka “on 
the side", and that is practically everyone. They 
bring us 50 crates of vodka, and of them only 20 
make it to the counter." 
This placed a heavy burden on the police. 
They had to spend much of their time con- 
trolling the queues, raiding samogon pro- 
ducers and chasing black-marketeers. Police 
officials seemed to take pride in the number 
of arrests they were making. In fact their 
mass mobilisation not only failed to stop 
home-brew or illegal trading, it distracted 
them from tackling other crime. 

Double the number of police were need- 
ed to patrol Moscow's queues in 1988 com- 
pared with 1985. At one stage it was report- 
ed that militiamen were deployed at every 
liquor outlet to prevent taxi drivers doing 
illegal vodka deals with shop assistants. In 
1987 police made 250,000 arrests for “hooli- 
ganism" around liquor stores across the 
country. The number of drunks arrested for 
law-and-order disturbances reached 8.8m in 
1986 and was still 7.5m in 1988. These fig- 
ures reflect the extent of the police effort to 
clear drunks off city streets (if a similar effort 
had been made in the countryside too, the 
reported numbers of "street drunks” would 
be even higher). 

Clearing drunks off the street meant 
pushing them into the home, where they be- 
came harder to police. In an interview pub- 
lished in Pravda in November 1987, the 


then interior minister revealed: 


“A major campaign has been mounted against 
drunkenness in production and in public 
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..knocking it back 


Estimated alcohol consumption 
100° alcoho! per person 15 and over, litres 





mestic sphere and become less accessible to so- 
cial and administrative control. The use of — 
apartments as drinking dens has appeared. 
More than 20,000 such dens have been discov- 


„ered in cities and villages. This considerably - 


places. But it has infiltrated the family and do - 
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complicates the struggle against the most persis: 


tent evil-doers. 


Did the crackdown on drinking at work | 
help the economy? Maybe, at first, along 
with Mr Gorbachev's other discipline-tight- | 


ening policies. The economy grew stro 
in 1986. But the improvement did not lect 
And by the third year of the campaign 


drinking at work was back (if it ever really — 


disappeared) In 1987 there were over 
250,000 reported cases of drunkenness at. 
work, compared with 117,000 in 1986. In 


the view of Moscow News: 


“The amount of drinking on the shop floor is - 
practically unchanged. And for the following — 
reason. If a plant director identifies drunkards, — 
punishes them and makes the results public, his _ 


a 


enterprise will find itself the last on the list in — 


the socialist emulation drive, which could result 
in the loss of bonuses for the entire work 
collective.” 


The 


many other economic costs. 


to be “colossal”. More time 
time off work. “Sobriety 


time-consuming travel to- 
areas where 


work was mostly useless 


damaging. 
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spent queueing meant more — 


zones" senselessly created . 


alcoholic - 
drinks could be bought. 
And the campaign generat- — 
ed its own bureaucracy. 

The nationwide sobriety so- 

ciety developed a staff of © 
6,500. By all accounts, their — 


campaign brought i 


The bill for treating people 
who had poisoned them- 
selves with surrogates was  - 
said by a Moscow specialist _ 
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There were political costs too. At the 
beginning the campaign had support, espe- 
cially among women. But this evaporated. 
The campaign fostered contempt for the law 
at a time when Mr Gorbachev was striving 
to create a "law-based state". And it aggra- 
vated ethnic grievances. Directed from Mos- 
cow without much thought to the country's 
regional differences, the campaign upset 
non-Russians: Georgians, Armenians and 
others particularly resented the senseless de- 
struction of vines in their republics, which 
do not have a serious drink problem. 

Maybe the campaign will turn out to 
have achieved a once-and-for-all cut in alco- 
hol consumption, though a far smaller one 
than originally claimed. If Mr Treml's esti- 
mate of a cut of one-third between 1984 and 
1988 is correct, this is a remarkable drop, 
albeit achieved at tremendous cost. The ini- 
tial shock therapy may have done some 
good. But over time the benefits decreased 
and the costs rose—to the point where the 
whole massive effort was plainly doing more 


harm than good. 


The slow retreat 


It took a long time for the government to 
accept this. In mid-1987 a report of the par- 
ty's Central Committee attacked the way 
the campaign was being carried out. At this 
stage the campaign itself was not ques 
tioned. The party called on officials to give it 
"a new impulse". 

But glasnost was growing. Criticism of 
the campaign grew louder. Among ordinary 
Russians, it was losing credibility. The view 
of an anonymous letter-writer to Izvestia in 
October 1987 was probably fairly typical: 


“I usually read the paper after work, and I al- 
ways have the same reaction to articles about 
‘sobriety’: | pour myself a glass of samogon and 
drink to the health of naive writers and to the 
downfall of the anti-alcohol campaign. . . | ob- 
serve with pleasure that the campaign is break- 
ing down. | would even say that it's on its last 
legs. The mass support of the people is a fiction. 
The idea of sobriety as a way of life is imposed 
from above; the people won't accept it.” 


Production of some drinks started to rise. 
Drinks outlets began to reopen. Frank dis- 
cussion of the problems caused by the cam- 
paign began in the media. A senior official 
at the interior ministry admitted in an inter- 
view in Izvestia that "We ran ahead of our- 
selves somewhat in failing to underpin the 
prohibitory measures with wide-ranging 
educative and preventive work." Powerful 
criticism came in the spring of 1988 from an 
outspoken economist, Mr Nikolai Shmelev, 
who pointed out that the campaign was not 
just wrong, but counter-productive. 

The introduction of sugar rationing in 
1988 seems to have been the last straw. Iz- 
vestia said people were blaming the sugar 
shortage directly on perestroika and the re- 
sult was “no less dangerous than drunken- 
ness". Mr Grigory Zaigrayev, the head of a 


54 


team researching into the anti-alcohol cam- 
paign, revealed that up to 8596 of people 
asked had a negative opinion of the restric- 
tions on selling drinks: “We must admit that 
our attack on drunkenness has failed," he 
said, and he called for a sharp increase in the 
output of wine and beer, more liquor outlets 
and lower prices. Moscow News asserted 
bluntly that each day on average "brings 
Moscow several times more troubles linked 
to alcohol than before 1985." 

The retreat began. At first silently, with 
unannounced increases in drinks' produc- 
tion (output of vodka rose by 996 in 1988, 
that of wine by 1396). Then publicly: in Sep- 
tember 1988 it was decided to raise state 
production of alcoholic drinks in 1989 by 
almost a quarter. Liquor stores were to re- 
open and wines, cognac and beer (but not 
vodka) were to be sold in ordinary food 
stores. Opening hours would be longer. On 
October 25 1988 the Central Committee is- 
sued a resolution which listed the cam- 
paign's failures and demanded the elimina- 
tion "in the shortest possible time” of the 
conditions which led to queues for drink. 

The queues did indeed shorten. Vodka 
has become fairly readily available, though 
decent wine is still a much queued-for luxu- 
ry. Russians have found other things—infla- 
tion, the shortage of soap or razor blades— 
to grumble about. By mid-1989, according 
to Mr Treml's calculations, the state was 
back to getting as much revenue (not count- 
ing inflation) from taxes on alcoholic drinks 





Here's to perestroika 


as it had in 1984. 

The retreat was not total. Failure was of- 
ficially blamed on overzealous local officials. 
Alcohol prices have not been reduced. Mr 
Gorbachev himself prefers to stress the posi- 
tive side of the whole campaign, and refuses 
publicly to accept that the policy was a 
disaster. 

A disaster it was, but one that Russians 
are learning from. They have become more 
aware of the complexity of the drink phe- 
nomenon, and of the inadequacy of simple, 
Stalinist solutions. Prohibitionists complain 
about the slackening of the campaign. But 
liberals, silenced at the start, now have the 
upper hand. 

They argue that failure to distinguish 
between use and abuse of alcohol was one of 
the main mistakes. They urge a closer look 
at Soviet drinking patterns. Out of 150m- 
160m drinkers, they say, 20m-30m are 
“abusers”, 5m-6m of them chronic alcoho' 
ics; of the 120m-130m non-drinkers, 80: 
are children, leaving 40m-50m genuine ab- 
stainers. Instead of waging a campaign 
against the entire population, efforts should 
be concentrated on the 1096 who are alco- 
holics, with policies designed to take ac- 
count of the differences in drinking habits 
of the various republics. 

The liberals also point to the need to 
base sensible policies on other countries' ex- 
perience. Alcoholics Anonymous (previous 
ly considered ideologically unsound by 
Marxists) opened a chapter in Moscow in 
1987. Russians have started to co-operate 
with Americans in setting up counselling 
and rehabilitation centres. 

Mr Shmelev has put the liberals’ case 
most forcefully. The only solution, he be- 
lieves, is to create a culture of leisure: "The 
main reason for two decades of hard drink- 
ing was that people got tired of lies, stupidity 
and having nothing useful to do.” 

Mr Gorbachev came to power dete 
mined to get quick results. But he underest. 
mated the depth of the mess he inherited (as 
he himself now admits). The alcohol prob- 
lem was no exception. 

The lesson of the Soviet experience in 
1985-88 is not new. It could be learnt from 
America's prohibition, and from previous 
Soviet attempts to introduce much the same 
policy. It is that prohibition, or quasi-prohi- 
bition, simply does not work. True, people 
were forced to drink less. But as in America 
in the 1920s, Mr Gorbachev's campaign had 
the effect of promoting ‘illicit production 
and trade, channelling money into the black 
market and encouraging corruption. 

Mr Gorbachev may well end up being 
credited with reversing Russia’s unusually 
grave drink problem. But it will not be be- 
cause of his strong-arm 1985-88 campaign. It 
will be because he started to tackle the drab- 
ness of Soviet life and made the country a 
more humane place. It will be a long haul. 
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e from the lifebos storehouses, the world’s great libraries are both the 


pilots, and th 


can they cope? 


HE latest, and possibly the 
grandest, of the grands pro- 
jets of Mr Francois 
Mitterrand is the new 
Bibliothèque Nationale, 
due to open in 1995 on the 
site of a shunting yard beside the Seine in 
Paris. Designs for the library were invited in 
an international competition; no fewer than 
244 candidates offered their ideas not only 

“what a modern library should look like, 
„ät what it should be. 

To Dominique Perrault, the winner, it 
should be “a magic place", with light play- 
ing suggestively off four glass storage towers 
in the shape of open books, and with a gar- 
den for contemplation. To Nicholas 
Grimshaw, the new BN should be a “river- 
side entertainment centre" as well as a li- 
brary; part of the entertainment would be 
the "thrilling spectacle" (particularly thrill- 
ing to present users of the British Library's 
Round Reading Room) of seeing one's 
books retrieved from the stacks by robots. 
Herman Hertzberger, a Dutchman, saw the 
new library as “a city square or train station 
where passengers use platform tickets to get 
to their destinations” and envisaged the dif- 
ferent departments as units lying next to 
each other, like trucks in a car park. 
Fumihiko Maki, a Japanese, thought the 
huge crystal towers of his model would act as 
beacons to Paris, bringing down light and 
air; Jean Nouvel saw his as a tree of life and 
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eboats, of the new information age. Do they know it, and 


knowledge, with visitors fanning out into 
the various branches in search of the fruits 
of enlightenment. 

Few modern librarians would read this 
list without a sigh. Their libraries are meant 
to be all these things: exhaustive sources of 
information and knowledge, places of enter- 
tainment (free shows for children, 
videogames), railway stations (complete sets 
of all train timetables are still deposited at 
the British Library), social-service centres 
(AIDS leaflets, lesbian advice, warm corners 
for tramps) and, last but not least, magic 
places, where children discover reading and 
where the assiduous scholar may find the 
truth he has looked for all his life. 

They struggle to do this on budgets that 
have been cut throughout the 1970s and 
1980s, especially in Britain and America. 
Meanwhile, the buildings in which they 
work are often deteriorating; the books too 
are falling apart; and, worst of all, a groaning 
tide of information threatens to roll over ev- 
erything, carrying away the painstaking 
librarians, their catalogues, their files and 
their books, unless they can somehow chan- 
nel and control it. The impulse to build big- 
ger and better depositories of books—books 
themselves being the depositories of na- 
tional culture and memory, as well as be- 
quests to the store of world knowledge— 
seems to be as strong as ever. With every 
passing year, however, the task of running a 


library gets harder. 
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Libraries have a dual purpose: me 
the accumulated wisdom of the past, : 
gathering information in the present. d 
tasks are endless; so endless, that some get 
careless. The authorities in Russia, 
and the third world are often guilty of abi 
most criminal neglect of libraries. At the Le- - 
nin Library i in Moscow—reckoned to be the - 
largest in the world, although nobody - 
knows for certain what is in it—tunne 
for a new metro station has cracked the. 
book-storage block in half and jerked the — 
supports for the bookshelves away from the — 
walls. In Leningrad, four libraries—most re- _ 
cently the library of the Academy of Sci- 
ences, one of the country's treasures—have 
been destroyed by fire or flooding; at Push- 
kin House, the main repository for manu- 
scripts and books of nineteenth-century - 
Russian writers, the hot-water pipes burst 40 _ 
times between 1986 and 1987. 4 
Such horror stories appal the careful li- 
braries of the West. Yet in these, too, there 
are thousands of books in states of decay so 
advanced that when they are touched they 
fall to powder. Whereas parchments seem ton) 
survive better when they are handled, and - 
books printed before 1830 on rag paper aay 
flexible and tough, books printed since the 
mid-nineteenth century on wood-pulp pa- 
per are being steadily eaten away by natural - 
acids. At the Library of Congress, about - 
77,000 books out of the stock of 13m enter 
the endangered category every year. Fai 
soon, about 40% of the books in the biggest 
research collections in America will be too — 
fragile to handle. At the Bibliothèque 
Nationale, more than 600,000 books re- 
quire treatment at once. The British Library 
has a backlog of 1.6m urgent cases. d 
Every scheme to tackle this challenge) 
contains much wishful thinking. Conven- — 
tional methods of treating a book cost about — 
$200 a volume in time and labour. The Brit- 
ish Library wants to find a method that 
would cost about £5 ($8) a volume, in which — 
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Restored grandeur: the New York Public Library 


case it might try to treat 100,000-200,000 
books a year. The Library of Congress is 
building a de-acidification plant. using di- 
ethyl-zinc, that is designed to treat 1m books 
a year; it is scheduled to open in 1990, but 
will probably take 25 years merely to work 
through the backlog of cases. 

As an alternative, the Library of Con- 
gress and the New York Public Library have 
launched a campaign to raise $300m from 
Congress, foundations and universities to 
create a huge centralised librarv of books 
and periodicals on microfilm. Nobody 
knows quite how long microfilm itself will 
last; optimists hope it may be good for 200 
years, and that well before then preserva- 
tionists will have been able to transfer the 
material into some other medium, such as 
optical discs. But does everything have to be 
kept, anyway? Here lies the next problem. 


VER and above all the 
other jobs required of the 
modern librarian has been 
added the dismal science of 
"bibliometrics", the art of 
guessing what the library 
will need in the way of shelf-space and, inci- 
dentally, money, in the years ahead. Con- 
trary to rumour, the printed word is far from 
dead. Britain published 51,000 new titles in 
1987, France 30,424, West Germany 
63,724. Although publishing in some 
spheres (chemistry, physics) is said to have 
stabilised, titles in biotechnology or comput- 
ing spring up each day like mushrooms. 

In most big libraries, the books and 
periodicals come in a deluge: "cette horrible 





masse de livres qui va toujours augment-’ 


ant”, as Leibniz put it. It is lack of anywhere 
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to put books (as well as the need to unite 
collections under one roof, instead of in 
warehouses scattered round a city) that has 
inspired the two great library projects of the 
age, the new BN in Paris and the new British 
Library in London. On a lesser scale, it has 
also forced the New York Public Library to 
dig up its back garden, and the Vatican to 
excavate its basement, to build new stacks. 

The dimensions of the new libraries are 
gargantuan. The BN will house 15m books 
and 15 miles of periodicals in four storage 
towers 300 feet high. Nonetheless, new 
books will come into the library at the rate 
of about 100,000 volumes a year, and there 
are 10m-11m volumes in the old BN already; 
so the library will soon be full, and it seems 
inevitable that new book stores will have to 
be built out in the suburbs somewhere, to 
the misery of scholars. 

At the new British Library, a low-profile 
agglomeration of red brick going up in St 
Pancras, matters are even worse. There, 160 
miles of shelving have been planned, and 
the underground stacks are so vast that 
book-fetchers will drive round them in golf- 
buggies. But with 18m books in the old li- 
brary already, together with 130m miscella- 
neous periodicals, drawings, manuscripts, 
pamphlets and maps, and with 100,000 
books a year expected by 2000 (enough to 
fill up to eight miles of shelving), the library 
is already being dubbed the bibliographical 
equivalent of the M25: within ten years of its 
scheduled opening, in 1993, it will be full. 

In both countries, laws of deposit are 
the first culprit. The good idea of asking 
publishers to deposit a copy of each of their 
titles with a central collecting library—in- 
troduced as early as 1537 in France and 





Right: John the Fearless, Duke of Bur- 
gundy, is presented with an illuminated 
manuscript. From a book of hours in 
the Bibliothéque Nationale, Paris 


1662 in Britain, although not properly en- 
forced until this century—has become a 
scourge. America has one national deposit 
library, the Library of Congress. France has 
one, the Bibliothéque Nationale. The Brit- 
ish Isles have six: the British Library, the Na- 
tional Libraries of Scotland and Wales, the 
university libraries of Oxford and Cam- 
bridge and Trinity College, Dublin. 

Each year the Bibliothéque Nationale 
receives about 30,000 books through the de- 
posit system alone. Last year the British Li- 
brary received 62,800, an increase of 50% 
over the past ten years. Everything pours in, 
from pulp fiction to Playboy (on open 
shelves at the Bodleian) to fliers for political 
meetings. Everything must be bound, cat. 
logued and somehow found a place. Yc. 
even to place a book on a shelf costs money: 
at the British Library, £50 to catalogue and 
shelve it, and £1 a year simply to keep it in 
store. Now that both space and money are at 
a premium, the time has surely come to be 
selective. 

It is easier said than done. Libraries, by 
their nature, like to be all-inclusive. Besides, 
there is no knowing what may be of use to 
scholars later; the worst novel may be of 
huge value to a social historian of the next 
century. As the Bodleian discovered when it 
threw out its First Folio of Shakespeare ("su- 
perseded edition") in a spring-cleaning 
some centuries back, what is culled is usually 
regretted. Cautiously, the Bodleian—al- 
ready with enough books to fill 84 miles of 
shelving—now refuses to take comics, mo- 
tor-cycle magazines, knitting patterns and 
pornographic weeklies, all of which it is of- 
fered as a matter of course; but it dares not 
go much further. 

The British Library, out of necessity, 1s 
bolder. Last summer it put out a statement 
almost heretical to deposit libraries: every- 
thing that is published is not always worth 
keeping. Even when Ptolemy I sent out his 
famous request to the rulers of the world to 
send him everything their scholars knew for 
the Great Library at Alexandria, he evi- 
dently hoped the scholars would not send 
him their motor-cycle magazines. He wanted 
them to pick and choose. 

The British Library now hopes to do the 
same, although— like its rival in Paris, which 
has reached the same conclusion—it does 
not quite know where to start. Mills & Boon 
fiction will probably go, although some will 
be kept "for scholars". Pamphlets not of 
"lasting importance" (tricky criterion) will 
be discarded, as will obscure reports pro- 
duced at home on word-processors. Re- 
prints of published books, duplicates and 
gifts of duplicate copies will go; books of 
purely regional interest may be hived off to 
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Duke Humphrey’s Library, Oxford 


the deposit libraries of Scotland and Wales; 
local railway timetables will be weeded out. 

Having made one small attempt on the 
mountain, however, the British Library is 
about to compound its problems. I: is asking 
for a deposit law on data stored using elec- 
tronic techniques: optical discs, laser discs, 
compact discs, and all the gadgets of the 
modern age. The new BN in Paris wants to 
stock some of this material toc, although it 
will not hold, and probably will not lobby 
for, a law of electronic deposit. 

Why should they want these things? Be- 
cause, as the British Library points out, the 
Ordnance Survey is already continually up- 
dating maps by computer, and the new Ox- 
ford English Dictionary is to be revised only 
on computer disc. Increasingly, scholars and 
researchers will communicate directly with 
each other on-screen, cutting out the 
months of waiting while their papers are 
published in the old way; in the fastest- 
changing fields, such as biotechnology, 
there may soon be no need to publish books 
or papers at all. The small circle of those 
who need to know will sit at their screens 
and commune, the elite of the information 
society. If the demos is ever to know what of 
value is passing between them, it will be up 
to the libraries to demand it so that others 
may see and review it. In short, if libraries 
are to claim to be all-encompassing sources 
of information, they had better quickly get 
their hands on what is spilling out of the 
world's compüters. 

As yet, most libraries do not know 
where to begin with the flood of electronic 
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works. Most have meddled for a while with 
objects other than books: posters, tapes, 
records, coins, talking books for the deaf. 
The New York Public Library had more 
than 400,000 video-cassettes in circulation 
in 1988 and has plans to add thousands 
more "to educate, enlighten and entertain 
people of all ages". Citicorp has already 
sponsored a programme and exhibition 
called "Beyond the Book", which went 
round New York's branch libraries last year; 
traditional donors of books to the library 
are beginning to give videos, software and 
computers instead. In Britain's public librar- 
ies, stocks of computer games went up by 
1896 between 1980 and 1987; book-buying 
fell by 9%. 

Reader-demand for things to read or 
watch on the screen is rising all the time, but 
librarians are not yet used to the fashion. 
Their world is still that of the book; they 
point out, rightly, that much of the video 
material is there to lure children and teen 
agers into the library, to be “a bridge to 
books" as they say at the New York Public 
Library, and that it is little more than enter- 
tainment. The idea of serious works avail- 
able in quantity on optical discs, to be read 
with attention by people at screens either in 
the library or at home, never needing to 
come into the library at all, is difficult to ac- 
cept. Librarians let computers in, initially, to 
do the donkey work of controlling the stock; 
this did not mean them to become the es- 
sence of the library itself. Yet that age is on 
the brink of arriving. 

Computers have been brought in, grad- 
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ually and to great effect, to help with the 
awesome tasks of cataloguing and searching. 
The cataloguing of knowledge is the basic 
function of a library. It is no accident that 
the great libraries came into their own with 
the rise of the encyclopedists and the classi- 
fiers of nature, with Voltaire and Linnaeus. 
Already, in the eighteenth century, men felt 
that the orderly development of knowledge 
was frustrated by the disorderly profusion of 
books. The scientistes hoped for a universal 
catalogue of knowledge arranged by subject, 
one available to all men to lift themselves up 
the ladder of education; for even then there 
was a sense that society was divided into 
those who knew, and those who did not. 
When Panizzi at the British Museum intro- 
duced his General Catalogue, based on au- 
thor and title rather than by classification, 
he brought down a storm of criticism from 
radicals and universalists. 

The Dewey decimal system of catalogu- 
ing—invented by the brother of Thomas 
Dewey, a philosopher, and introduced at 
the Library of Congress as a conscious im- 
provement on Panizzi—returned to the idea 
of knowledge as a great tree of infinite 
branches of classification; and the idea still 
lurks in most libraries of a universal cata- 
logue endlessly growing, like knowledge it- 
self. The General Catalogue of the British 
Library, first published in 1905, took 150 
years to make; it has to be updated painstak- 
ingly with scissors and paste; to read it 
through to the 2,223rd volume, heaving the 
heavy books about, takes five years. The 
General Catalogue is one-dimensional: it 
mimics the stacks, placing each book beside 
only two other books. 

By contrast, a computer list can be 
multi-dimensional, putting one book beside 
a host of others in all manner of connections 
and classifications. It leaps about in the for- 
est of knowledge much as the human brain 
can do, but in infinite multiplication. A 
computer list, too, may be endlessly and 
smoothly updated and added to; and it can 
be consulted in a matter of seconds. 

The current electronic marvel among 
British libraries is the Eighteenth Century 
Short Title Catalogue (ESTC), established on 
a mainframe database in Harlow. Scholars 
may call up a file containing the descriptions 
and locations of 190,000 books, pamphlets, 
handbills and advertisements for cures of 
the pox; they can dream up any combina- 
tion of categories they like (say, all refer- 
ences to the name "Phyllis" in sixpenny Ja- 
maican handbills), and the computer will 
seek them out. The database is being fed not 
only from other British libraries but along a 
dedicated line from Stanford, California, 
with everything of interest in the libraries of 
North America. 

In Hongkong, a catalogue of even 
greater ambition is being attempted. The 


Chinese University has fed into a computer, 
since 1983, data on 6,000 Chinese herbal 
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Panizzi's blue and wondrous dome: the old British Library 


medicines; these have now been translatec 
into English codewords and, with help from 
IBM, cross-referenced with existing 
databases on the medicines of the West. Us- 
ing either catalogue, a man might well be- 
lieve he had entered into the universal net- 
work of knowledge with no more than the 
press of a key. 

Other catalogues are following slowly 
The British Library has already committed 
to disc the whole output of British publish- 
ing since 1950, plus the current catalogue ot 
its Science Reference Information Service, 
which is based in Yorkshire; the sris, with 
200,000 entries, is the largest catalogue of its 
kind in the world. Eventually, the whole 
General Catalogue will probably go on disc, 
and users of the library will be able to link 
up with the computerised catalogues of 
great libraries abroad. In Paris the new BN 
will be the centre of a research network link- 
ing up all France's university libraries with a 
single electronic catalogue; before long, this 
wil be hooked up to other European library 
systems. At the New York Public Library the 
card catalogue was closed in 1972, and all 
materials received since then have been cat- 
alogued on computer. In time, all the big 
American bibliographical networks hope to 
link up their systems. And Everyman, sitting 
at his computer, will have access to the lot. 

Hence the doubt, and resentment, 
among some librarians. For many years re- 
search librarians were a priesthood of 
searchers, as librarians still are in most coun- 
tries: in China or India, for example, where 
they hold the keys to the locked rooms thas 
make up their domains, or in the national 
library of Egypt, where the keeper grudg- 


ingly fetches the books like a grocer in a 
store. Computers in libraries once sat in à 
corner of the reference room and only the 
librarian used them, a professional dis- 
penser of information. Now, in the New 
York Public Library, there are eight “work- 
stations", each with its* own printer, and 
there the readers sit. Printed catalogues and 
abstracts hold no charms for them; indeed, 
the more they use the screens, and the more 
new material is put directly into the comput- 
erised catalogue, the less faith they have in 
printed listings anyway. 

Once the computers are there, 
equipped with discs that can hold up to 
10,000 pages of text at a time, it is a short 
step to making the books themselves avail- 
able on the screen. The Library of Congress — 
has already tried out a pilot scheme to scan 
and store a group of books and periodicals; 
once a user has got as far as the “display 
text” key, he can browse backwards or for- 
wards through the book, printing out what- 
ever he likes on the printer by his desk. No 
more waiting for the book to come; no more 
queueing and fishing out change for the 
photocopier; no more handling of the book, 
which might be in a delicate state in any 
case. 

The success of the experiment has en- 
couraged the Library of Congress to think 
of phasing in the new technology "wherever 
appropriate". The British Library, once it is 
established at St Pancras, dreams of doing 
the same. Not so long, perhaps, before the 
“essence” of these big libraries—like the es- 
sence of most other big organisations now— 
is the dance of green characters across a 
screen. But for one thing: lack of money. 
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.OLLECTING and classify- 
ing knowledge have always 
been costly; so costly that li- 
braries could not be set up 
without the patronage, in 
Europe, of monarchs and 
, and in America of secular million- 
aires. Those were probably happier days, 
wher money came from men who gave the 
gat g of books high priority in their af- 
fairs. Now the financing of the great librar- 

gi with exceptions, is largely the business 
f go overnments, who must juggle the money 
ilo ongside transport, armaments and bailing 
ou at thrifts, and who do not speak the lan- 
sage of librarians. 

Modern libraries, besides, are exceed- 
ugly expensive. The new British Library, 
hich is due to be finished in 1996 but will 
»pen in part in 1993, is already $10m in the 
d over a revised budget of more than 
400m, just for the building and its equip- 
nent. Its current grant-in-aid from the gov- 
"nment runs at £53m ($84m) a year; 
; now asking for an extra £30m 
$ fom Boa the cost of in- 
a ing computers and moving books 
ko m Bloomsbury. The cost of the 
v BN in Paris is FFr 5 billion-7 bil- 
n ($0. 8 billion-1.1 billion); that of 
he new library in Alexandria, a joint 
j foje by the Egyptian government 
Yd UNESCO, $160m. 

. These are the giant: projects, but 
x n annual running costs are frigh:- 
g. The Library of Congress, with 
t 5,000 staff, has an annual bud- 
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rise in expectations of what a rn li- 
brary ought to be. In short, modern librari- 
ans have had to become fund-raisers first. 
Mr David Vaisey, the head of the Bodleian, 
reckons he has not read a book in the three 
years he has held the job; he is too busy try- 
ing to find money. 

In search of it, libraries have begun to 
do adventurous things. The New York Pub- 
lic Library, needing at least $307m, 
launched a five-year campaign under the ae- 
gis of Vartan Gregorian, then president, 
and Brooke Astor: between them, they man- 
aged to persuade New Yorkers that the 
smartest cause in town was to support the 
library. Literati and glitterati came to 42nd 
Street, and donors were invited to pay thou- 
sands of dollars to sit at table with them. 
The library has been particularly adept at 
tapping business money; bigwigs from Salo- 
mon Brothers and Manufacturers Hanover 
were on the campaign board. 
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t of more than $250m. The New New and improved i in Paris 
k Public Library's budget for fis- 
a * 1990; is $68m; it has been docked by less Nothing done in Britain has been half 












the library feared, but even so the cut 
$784,000 means that 19,300 fewer books 
x abe bought. To run the Bodleian, with its 
ve component libraries, costs £5.4m 
1.6m) a year. 
. Even relatively modest updating quickly 
d ds up. The (insensitive to the 
umber of romances started and sustained 
trips to the Catalogue Room) wants to 
mp erise its catalogue: it will cost £1m 
| E To repair books and buildings, en- 
* some more staff posts and develop its 
;llection will cost another £9m ($14.2m). 
he New York Public Library's restoration 
zramme, largely devoted to putting the 
bri c back to its pane glory and installing 
mp uters, cost 
ibrarians Vin a reputation as other- 
or ep creatures, living for their books. 
e finances of libraries have long had a 
1 ni y disorganised nature: gifts from 
and scholars, bequests, endow- 
ients, some money from government, and a 
ertain amount of begging (it has always 
ipw as Thomas Bodley recog- 
is "stirre up other mens benevo- 
nc e) "The gifts and bequests go on, but 
he mid-1970s saw a sharp decline in money 
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so bold or successful, but there have been a 
few brave attempts. The Bodleian had a din- 
ner at which potential donors sat for noth- 
ing beside dignitaries from the university, 
their interests supposedly intersecting as the 
port went round. The British Library has set 
up an “Adopt-A-Book” scheme under 
which, for £200 ($316), bibliophiles may 
adopt a book in need of repair and see their 
names inscribed inside it when it comes 
back; Barclays, Nissan and BP are on the list 
of sponsors. 

Schemes of this kind are all very well, 
but they take energy and ingenuity. From 
day to day, it would seem to make more 
sense to try to run the libraries themselves a 
little more like businesses. Some libraries 
have flourishing publications departments: 
Bodley's made a profit of more than 
£50,000 in 1986-87. The New York Public 
Library has opened a shop selling books 
from the world's museums as well as mugs 
and notebooks emblazoned with the library 
lion; it is often packed out. When all is said, 
however, these are sidelines. The biggest po- 
tential sources of income, as even librarians 
know, are the readers who roam through 
the library itself, making reservations, ask- 
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ing questions, using the computers, or sim- 

ply gazing. 

Here a particular dilemma arises. The 
great national libraries, like the public lend- 
ing libraries set up in the last century, are 
meant to provide a service that is essentially 
free. The "Republic of Letters", to which all. 
libraries are temples in some degree, is a re- 
public of which all men are presumed to be 
citizens, whether or not they have money in 
their pockets. This idea dates from the days 
when librarians were still the custodians of 
the temple, and not much was done for the 
reader except to fetch him a book. Since the 
1960s, however, libraries have shown much 
more interest in their users. They call them 

“customers” and increasingly try to do new 
things for them, even to bringing in pop 
records and video games. In all other walks 
of life, customers are people who are going 
to pay at some point for the service they get. 

Should it be any different in libraries? 

Yes, librarians insist; the principle of 
free access is sacred. In practice, how- 
ever, it is already being eroded a bit, if 
only round the edges. The latest Brit- 
ish government proposals for public 
lending libraries suggest that they 
might charge for len ing out records, 
tapes and other "non-print mate- 
rial"; they might also get money for 
reserving books, using computers to 
help customers, and helping readers 
with particularly arcane inquiries. 

The New York Public Library is 
thinking of charging readers for on- 
line computer searches; the Library of 
Congress is considering charging for 
the legal and technical abstracts it 

provides for businesses, engineers and law- 
yers. The British Library, when it moves, is 
committed to raising its revenue from in- 
formation services by 4096 over five years; 
the Document Supply Centre at Boston 
Spa, providing mainly technical and busi 
ness advice, already earns £ 10m ($15.8m) ir 
gross revenue each year. The move to St 
Pancras has also opened up the question of 
charging for use of the Siding rooms, which 
might cater for 350,000 people a year. 
Money of this kind cannot be lightly 
brushed aside. Access is going to be free 
when the library opens, but in 1994 the 
whole question will be reviewed again, to see 
if the financial benefit is "sufficient to war- 
rant breaching tradition" or not. 

These ideas appal some librarians. They 
visualise cash registers on the book-check- 
ing counters and security guards at the door; 
more seriously, they think that readers will 
be put off. In fact, raising money from ancil- 
lary services already brings in about £22m 
($34.7m) a year for Britain’s public lending 
libraries. Sensibly expanded, the govern- 
ment thinks it could raise double that. Even 
a modest charge for the use of reading 
rooms or the borrowing of books does not 


seem beyond the wie. 








More subversive things have been heard 
of. In 1986 the Adam Smith Institute, a free- 
market think tank, produced a paper sug- 
gesting that lending libraries should charge 
(£4 ($6) a year, and 30p (45 cents) for each 
book borrowed), because they were no 
longer institutions disseminating knowl- 
edge; they were mostly entertaining the pub- 
lic with Catherine Cookson, Jeffrey Archer 
and videotapes, and people could not expect 
to be entertained for nothing. The 1988 
Green Paper on libraries suggested a "pre- 
mium book subscription service" for bor- 
rowing new novels and biographies, but this 
was condemned as elitist. A fairly successful 
two-tier system operates in New Zealand, 
where libraries provide books "'of literary 
merit” free (the merit being assessed by a na- 
tional panel) and charge for the pulp and 
the potboilers. Problems arise round about 
John Le Carré, and it seems odd that only 
396 of the books are charged for; but the 
cheme brings in money for the libraries. 

It is no secret that the most successful, 
healthy and best-loved libraries in Britain 
are the subscription libraries, which are 
open to all for a fee. (The old circulating li- 
braries, run by companies like Boots the 
Chemists, were also run by subscription and 
were highly popular.) Subscription libraries 
are organised rather like clubs, and tend to 
put comfort above the latest technology, but 
that is not universally true. Librarians at the 
London Library, the best-loved of all, like to 
tell how they once procured a book at im- 
pressive speed for Lord Quinton, the chair- 
man of the new British Library; Lord 
Quinton, astonished, remarked “This is like 
Cape Canaveral". And computers too will 
probably appear, before too long, among 
the panelling and the deep armchairs, for 
subscription libraries can afford such things 
a little more easily than others can. The Lon- 
don Library had a surplus of £23,000 last 
rear; it can afford to buy 6,000-7,000 new 
»ooks a year and gets marvellous windfalls, 
like the bound set of The Times from Buck- 
ingham Palace. 

At £75 a year, crowds are not going to 
be streaming in through the library's mod- 





est doors in St James's Square; but there are 
other libraries, such as the Highgate Literary 
and Scientific Institution in North London 
or the Atheneum in Plymouth, that can pro- 
vide a range of books wide enough for most 
people, and a quiet and scholarly place in 
which to read them, for £10 or so a year. 
These libraries are often not well known, 
but they could hardly be accused of being 
undemocratic. Evidence also suggests that 
people who pay a little for libraries feel 
closer to the enterprise in all its ramifica- 
tions, and keener to help when help is 


needed. 


HE question that arises, 
when all is said, is what peo- 
ple at the dawn of the 
twenty-first century expect 
a library to be. The British 
Library's strategic plan for 
the 1990s states its priorities simply. The 
aim is not to build up a comprehensive col- 
lection, but to provide "comprehensive ac- 
cess to knowledge" and “fast delivery of in- 
formation”, dishing it out, it seems, rather 
as McDonald's doles out hamburgers. The 
new BN in Paris, according to the president 
of the Library Association, is to be “a great 
shop open all hours". At some expense, the 
Library of Congress has just inculcated 
"seven new values” in its staff, of which the 
first two are "service" and "quality". This, 
it is assumed, is what modern man demands 
of his libraries. 

Daniel Boorstin, a sharp and thoughtful 
former librarian of Congress, disagrees with 
that assumption. To use his definition: 
"Flimsy bits of information inundate and 
confuse us. This flood of messages from the 
instant everywhere fills every niche in our 
consciousness, crowding out knowledge and 
understanding. For while knowledge is 
steady and cumulative, information is rar- 
dom and miscellaneous." The more impor- 
tant function of libraries in the future may 
be not to provide, but to select; not to try to 
gather in everything (a fruitless task, in any 
case), but to sort out the items truly of value 
to man, whether on book, or disc, or tape, 
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or parchment, from those that are unnec- 
essary. d 
To some, this will smack of censorship; | 
to others it will suggest a return to the day 
of a “high priesthood” of knowledge, di 
tributed grudgingly by the few to the mar E 
What is "of value” to scholars, besides, m 
have no immediate value to the man in the 
street. Here again, computers help. Increas- 
ingly, sheer "information" will be provided 
by the telephone services, by compute sed 
news services or by totally computerised 
storehouses of fact-sheets; and libraries w ill 
be left to get on with their primary function, t 
the display and provision of knowl 
This, after all, is what museums and galleries 
do, both eclectically and democratic ly. 
There, too, plenty of selection goes on, an nd 
the public does not appear to mind. a 
places, as Francis Bacon told Bodley, < 
“arks to save learning from deluge.” . 
For all their problems of money an d 
technology, the mystique of libraries - 
mains encouragingly constant. The Gre 
saw them as hospitals for the mind, bes to 
restore the soul with old, or new, ideas. In 
the history of the West, too, they have been. 
places where men, for a while, can slip out o of. 
the straitjacket of current or local thi ing, 
finding themselves in other and invigorating 
worlds. The chance of diverse, roam ne 
multilateral thinking is the great delight o 
libraries. The Ancient Library at Alexandria 
contained observatories, laboratories and a 
zoo; the new library is to have a 
planetarium. ^ 
In the minds of their builders and spon- 
sors, libraries are far from dusty or hic el 
bound; they are living organisms, know 5 
edge itself growing. Even the architect of th 
British Library, widely criticised for not un- 
derstanding what libraries are about, co: 
pares his work to a medieval cathedral tl 
will never be finished in his lifetime, or a cit e 
that will never be "finished" at all: “not a 
building, so much as a living creature.” In 
the modern world, computerised networks 
of knowledge sustain that principle as well as as 
anything. The universe awaits. d. 


| i EC. 


+ -"- 

J : 

i 

= 
sii x 
E 

į p 

Len — 
ae 
L.— 












— áÓ 
pase En 



































i Changing tunes 


14 The parliamentary ombuds- 

.| man accused the trade depart- 
| ment of "significant malad- 

| ministration” in licensing the 
| Barlow Clowes fund-man- 

| agement group, which col- 

| lapsed in 1988. The govern- 

| ment should repay savers up 
. to 9096 of their lost invest- 

. ments, he recommended. 

| 

. The government rebuffed the 
| Tory right wing and an- 

| nounced plans to give fa- 
_voured emigrants from Hong- 
_ kong new rights of 
settlement in Britain. Labour 
said the plans were "divi- 

_ sive’’—of Hongkongers, that 
| is, not Tories. 


. The Labour pasty continued 
| its quest for electability by 

_ abandoning support for trade- 
union closed shops. Next day 

_ it announced it would give lo- 
- cal councils the power to stop 

_ people buying country houses 
as weekend homes. 


Prince Charles attacked the 
“dismal wasteland” of mod- 
ern English. He lambasted 
the Anglican Alternative Ser- 
vice Book and pilloried to- 
day's language with a version 
-of Hamlet's “To be, or not to 
be" speech: "Well, frankly, 
the problem as I see it/At this 
. moment in time is whether 
. l/Should just lie down under 
- all this hassle. . . ” 


- Even the poorer parts of the 
south are still out-doing the 
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Grim tidings 


The inflation rate rose 
sharply: increased mortgage 
charges pushed the annual 
growth in the retail price in- 
dex to 7.7%, its highest since 
July. 


Within hours of President 
Bush launching the American 
action in Panama, Margaret 
Thatcher publicly underlined 
her full support. 


Winds gusting up to 120mph 
ravaged Britain’s coasts, kill- 
ing at least eight people. They 
attracted far less attention 
than the 100mph “hurricane” 
of October 1987, which hit 
London’s commuter belt and 
felled more trees. 


John Heddle, Conservative MP 
for Mid-Staffordshire, was 
found dead in his car, appar- 
ently having committed sui- 
cide. A flamboyant character 
who specialised in housing 
and the environment, Mr 
Heddle was facing criminal 
charges for an assault on a 
Spanish policeman. 


Over 10m obscene phone 
calls are made each year to 
Britain's 29m women, the tele- 
communications watchdog 
OFTEL has estimated. Its direc- 
ror-general said he expected 





British Telecom to use “mod- 
ern technology to the full" to 
eradicate the menace. 





Ai 
As more scarce teachers were 
imported from abroad and the 
government looked at a plan 
to draft university students 
into classrooms, one teacher 
took an evening job cleaning 
his comprehensive school to 
top up his wages. 





For a price 


British Rail signed up a joint 
order with the French and 
Belgian state railways for 30 
cross-Channel express trains. 
The 180mph trains cost about 
£20m each—twice as much as 
their French domestic equiva- 
lents—mainly because they 
will have to run on three dif- 
ferent voltages. 


Lord Marshall, expected since 
November 9th to resign as 
chairman of the Central Elec- 





tricity Generating Board after 
the government dropped nu- 
clear power from privatisa- 
tion plans, finally did so. His 
departure will cost taxpayers a 


£250,000 golden handshake. 


Cash-starved universities 
handed out redundancy pay- 
ments averaging £80,000 to 
more than 200 academics— 
and then re-hired them. The 
cost of this largesse, criticised 
by the National Audit Office, 
will be deducted from £250m 
earmarked for restructuring 
the universities. 


Starting and stopping 


More British cars are likely to 
fail the MoT road test after 
1992, thanks to the Ec. The 
minimum tread on tyres will 
be increased from Imm to 
1.6mm to please other less 
slippery Europeans. 


Peter Mandelson, Labour's 
media adviser, éminence grise 
and all-in-one antidote to Ber- 
nard Ingham and Tim Bell, 
won the nomination for the 
safe seat of Hartlepool—30 
years after his grandfather, 
Herbert Morrison, left the 


Commons. 





3 LEGA 
Big Ben stopped for three 
hours use of a "small 


fault" in its mechanism. The 
time-pedants of Greenwich de- 
cided to stop it for a further 
second at New Year, to allow 
it to get back into synch with 
the earth's rotation, which has 
been slouching. Spoon-bender 
Uri Geller threatened to stop 


it for longer. 
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Asia 's Thatcherites 


TRANGE alliances are forming in the 

Westminster tea-rooms: after a decade 
of tough Conservative policies, the immigra- 
tion debate is back. The government's deci- 
sion to allow full British passports to thou- 
sands of Hongkong citizens ahead of the 
Chinese takeover in 1997 has caused a fer- 
nent in Parliament—and could yet result in 
Mrs Margaret Thatcher suffering a defeat at 
the hands of her own backbenchers. 

For this is an immigration row with a 
difference—one which threatens the gov- 
ernment from unexpected directions. Some 
Tory moderates, with an honourable record 
on race relations, are siding with colleagues 
who scarcely bother to disguise their racist 
feelings. Meanwhile, the Labour leadership, 
normally friendly to immigrants, also wants 
to let in fewer Hongkongers than does the 
government. 

The Tories have been nervous of immi- 
gration as an issue since the trauma of Mr 
Enoch Powell's “rivers-of-blood” speech 
against liberal entry laws in 1968: the party 
was ambivalent then, and is no less confused 
over Hongkong today. Mrs Thatcher herself 
admires the entrepreneurial energy of mid- 
dle-class Hongkongers and has no qualms 
about offering many of them the right to live 
in bungalows in Finchley. But she accepts 
that to offer millions of other Hongkongers 
- the right to live in Britain would tear her 


apart. 
She also believes that to deny passports 
to the leading administrators and business- 
men in Hongkong would be to watch the 


Trickling in 
Arrivals from another country, '000* 


+ Nonresidents intending to stay longer than one year 





colony disintegrate in panic. This 
analysis was accepted in cabinet on 
December. 19th, when the foreign 
secretary, Mr Douglas Hurd, pre- 


sented a compromise paper suggesting  , 


that 60,000 heads of Hongkong house- 
holds, and their families, should be 
allowed full British passports, 
with the right to live in Britain. 
An hour-long debate ensued, 
mainly on how many immi- 
grants this might mean in prac- 
tice. The Foreign Office has been 
using a multiplier of 3.7 depen- 
dants per head of household, so is 
suggesting a theoretical maximum in- 
flux of around 225,000 people. 

There was a smallish row, with Mr 
Nicholas Ridley, the trade and industry 
secretary, arguing for a much lower fig- 
ure. Eventually, the cabinet agreed to an- 
nounce a maximum of around 50,000 
heads of household. Privately, some minis- 
ters believe the original total of 225,000 will 
remain the maximum, allowing British offi- 
cials flexibility to offer passports to special 
cases later. 

Civil servants will now begin the fiend- 
ishly difficult task of trying to devise a 
screening system that will deliver the “cor- 
rect" number of potential immigrants to 
Britain. Meanwhile, the government whips 
are working hard to limit the certain revolt 
in the Commons—estimated at anywhere 
between 20- and 80-strong—when a bill is 
eventually introduced. 

The government is also hoping to calm 
the issue by playing a long game. A year 
spent on the passage of the bill and another 
devoted to the details of implementation 
could postpone the first possible arrivals un- 
der the new rules until 1992. 

But the whips will have to win over a 
disturbingly wide swathe of backbench 
opinion. There is a posse of MPs with semi- 
racist vi escribed by colleagues as the 
"Essex tendency”. But moderates represent- 
ing rural southern seats and the leafy fringes 
of London are also worried. One explained: 
“These are middle-class Hongkongers who 
won't want to settle in Glasgow or inner 
London. They'll want to come and live in 
the nice bits of the Home Counties and the 
Thames valley." The row over the proposal 


. Miller, a backbench Tory grandee, ha 


Powell's return 


for a new town for 20,000 Britons in Foxle ey 
Wood in Hampshire—which Me to be 
stamped on by the environment secretary, 
Mr Chris Patten—shows that die ipd e is 
space, not race, they say. 6 
Let in 200,000 Hongkongers, l 
and race will be an issue, the backbenchers 
reply. Mr John Wheeler, the Conservative 
chairman of the Home Affairs Select Com- 
mittee of MPs, says: “After ten years of con- 
trolling immigration into this country, we 
would have all the nasties back. . . all those 
hideous people we used to see at ele etic 
time. And that is a heavy price to pay” r 
There has been a series of private, a 
guished pilgrimages by Conservative- 
asking Mrs Thatcher, who once spoke of the 
danger of Britain being ‘ 'swamped" by im 
migration, to change her mind. Sir Hi al 
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pleaded with her. So has Mr Normar 
Tebbit, the former party chairman. But, at t 
two private meetings, Mrs Thatcher is be- 
lieved to have given Mr Tebbit short shrift, 
reproaching her former ally for co 
cheap popularity over the issue. 

She would not have to worry about M 
Tebbit’s bare-knuckled populism were it not 
for Labour’s determination to oppose a 
legislation allowing large une 
Hongkongers into Britain. Since July M 
Gerald Kaufman, the shadow foreign secr : 
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—— dance, including £120,000-worth 
— — of Digital Dance Awards for 
— experimental work. 


— avant-garde art does not mean 
there has been a revolution in 
— taste among the men in suits. Rather, 
- dt shows the marketing men have got 
hold of the good-cause budgets. Com- 
- panies are these days demanding a lot 
— more from the arts bodies and chari- 
- ties that they sponsor. Some causes 
— "are benefiting as a result; some con- 
. spicuously are not. 


: 3 "Charities Aid Foundation, the volun- 
— tary agencies’ central body, the pro- 
— portion of pre-tax profits that Brit- 
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tary, has said that to pick categories of 
Hongkongers for entry to Britain would be 
"divisive" and has warned that a Labour 
government would not be bound by any 
such pledges. Mr Roy Hattersley, Labour's 
deputy leader, says that with other groups 

denied entry—such as the immediate 
families of immigrants who can now prove 
their blood ties by DNA testing— "we are not 
going to support people jumping the 
queue”. So Labour is now arguing that, be- 
cause not all 3.3m Hongkongers once eligi- 
ble to live in Britain can be given that right, 
hardly any should get it. 

Only the Liberal Democrats have gone 
for the high moral ground. They are in fa- 
vour of offering every one of the 3.3m the 
right of abode in Britain. Mr Ashdown ar- 
gues that this alone can ensure the colony's 
future. He told the Commons on December 
19th that Mrs Thatcher faced a moral test to 
her premiership as great as that posed by the 
Argentine invasion of the Falkland Islands, 


- and he urged her to ignore both Tory bigots 
- and Labour's "moral bankruptcy' 


". lt was 
greeted, jeeringly, as typical Ashdown hy- 
perbole. But this other unwelcome legacy of 
the British Empire may yet prove Mr 
Ashdown right. 





. Sponsorship 
The fading Mozart factor 


| nsorship into a serious business in the 
X TE oe ne news - the papse m a mixed blessing for charities 


VERYBODY was there on December 
llth, my dear. The Princess of Wales 
was presenting the annual awards of the 


- Association for Business Sponsorship of the 
_ Arts (ABSA) at the National Theatre. So 
there were the fashionable people—Ste- 
phen Fry, Toyah Willcox, David Puttnam— 

and the unfashionable too: the men in grey 
suits, who pay for it all. Digital Equip- 
— ment Company got the corporate 


award for a programme of support for 


Orowing support for 


According to figures from the 
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ITY the overworked executives of 

Eurotunnel and Transmanche Link 
(rML) who have spent the past few 
months desperately trying to salvage the 
Channel-tunnel project before its money 
runs out in January. The closest many of 
them will get to festive fare this year will 
be around a negotiating table, talking 
turkey. 

Sitting in on the meal will be the four 
agent banks representing the 200 that 
are financing the project. Before releas- 
ing the next tranche of loan capital, they 
want to know two things: how much ex- 
tra money is needed on top of the £6 bil- 
lion of debt and equity so far provided 
(the overrun could be anything from £1 
billion to £1.5 billion), and how the ar- 
rangements between Eurotunnel and its 
contractors, TML, can be improved to 
prevent further overruns in future. 

Though Eurotunnel is meeting its 
bankers on December 21st, the final 
deadline for a decision on refinancing i is 
likely to be another meeting on January 


ain's top 200 corporate donors have given 
in sponsorship or donations to charities and 
arts organisations has remained almost 
static through the 1980s at around 0.2% (in 
contrast to America’s average of 1.5%). But 
since British profits have soared in real 
terms during the decade, that fixed propor- 












Diggers in the dug-out 





9th. To Eurotunnel's evident relief, the 
report on cost overruns by an indepen- 
dent auditor, received only on December 
15th, appears to back it on most counts 
against the contractors. But the ten 
building firms in TML will bargain hard 
before agreeing to write off up to £38m 
each. And Eurotunnel, for its part, needs 
to tighten up the approach to future 
work significantly if the project is not to 
run up another lot of unscheduled bills. 

Will the banks like the result enough 
to authorise a new loan backed by a 
rights issue? The French and British may 
look more kindly on the repackaging 
than others in the consortium, including 
some Japanese banks, which feel they 
have been taken for a ride by TML and 
would like to see it sacked. 

Insiders, though, reckon a change of 
contractor would mean stopping work 
until about Christmas next year. And 
Eurotunnel, having talked turkey, would 
be faced with a whopping helping of 
humble pie. 


tion has delivered a lot of extra money. 
Small companies have joined in too. Miss 
Jane Tewson of Charity Projects—the orga- 
nisation that brought you, among much 
else, Comic Relief—says that her office pays 
for almost none of its expenses: if they need 
paper clips or motorcycle messengers, one of 
their friendly neighbours in Soho will 
provide. 

Some big companies have made a 
splash. Privatisation has helped: most of its 
recent overnight additions to the private 
sector are keen to prove their social creden- 
tials. The old Post Office never handed ou 
much loot; but its offspring, Britisl, 
Telecom, is one of the country's most enthu- 
siastic donors. 

Accompanying this growth of largesse 
in the past few years has been a notable shift 
of emphasis away from the cheque that used 
to go to the chairman's wife's favourite 
dogs' home. Companies have started 
treating the donations budget as 
sponsorship, and sponsorship as 
part of marketing. One conse- 
quence is that they have begun to 
look more closely at the returns on 
their money. 

The arts are doing well out of the 
shift. Arts events have an audience, 
often of the kind that appeals to ad- 
vertisers. According to ABSA, spon- 
sorship of the arts has risen from 
£500,000 in 1976 to £13m in 1983 to 
£30m in 1988. The rise is partly 
thanks to the business sponsorship 
incentive scheme, established in 
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1984, whereby companies that have never 
previously sponsored arts events get their 
contribution matched, pound for pound, by 
the government. 

Charities' success has been more varied. 
Their ability to extract money from the pri- 
vate sector depends on whether or not they 
understand what businesses want 
whether or not the unfortunates they help 
are pretty, young and heart-warming. 

Within the arts, the sponsors’ prefer- 
ences are changing. Criticism of sponsor- 
ship has always centred on the complaint 
that businesses have boring taste; but, ac- 
cording to a report by a market-research 
company, Mintel, the “Mozart factor" is 
fading. Although there will always be a mar- 
ket for the safe and easy, in the past two 
years companies have increasingly been 
looking for something that marks them out 
as original, creative, exciting—or any of the 
other overworked epithets so favoured in 
the marketing world. They are appealing 
more to the fashion-conscious rich, who 
think contemporary art is a social asset and 
change their tastes with their lipstick. 

The Prudential Awards, for instance, 
part of a package put together for the big 
insurance group by a design consultancy, 
Wolff Olins, are an attempt to zap up the 
image of a dull-sounding company. They of- 
fer sizeable prizes for artistic innovation and 
have been advertised on television by pre- 
senters looking determinedly avant-garde. 
IBM sponsors the (ultra-modern) London 
Sinfonietta; Barclays Bank is into experi- 
mental theatre; Becks Beer has been sup- 
porting a mime group, Théátre de 





Complicité. "Everybody," says Mr Colin 
Tweedy, director of ABSA, “is looking for 
something different.” 

Charities have less scope than artists to 
change their programmes in line with spon- 
sors' likes and dislikes; but they can change 
their presentation. Some are getting sharpe- 
at reading the interests of commercial back- 
ers and are responding themselves to the 
growing competitiveness of the market. Ac- 
cording to Air Chief Marshal Sir Jock Ken- 
nedy of the Royal Air Force Benevolent 
Fund, "you get involved in some quite ag 
gressive marketing that makes an old fellow 
like me shudder.” 

The RAF Benevolent Fund has little gc- 
ing for it as far as the marketing boys are 
concerned—old people, history—but it is 
playing their game as hard as it can. The 
50th anniversary of the Battle of Britain in 
1990 is its big chance. The success of Comic 
Relief in 1988 showed again why marketing 
people like to tie their sponsorship to big 
events that will lodge themselves in the 
memory: the approaching razzamatazz of 
Hurricanes, Spitfires and 1940 slang ought 


Twenty notable didn'ts of 1989 























to be just the ticket. r 
Not everybody is in step with Sir) Jock 
According to Mr David Robinson of Actio 
Match, an organisation which teaches " : : 
ties how to charm business, "the socii as 
tor has been slow to understand that bi 
nesses want something in irn". 
Traditional, anonymous support, he says, i 
on the decline. He wants to persuade bos į 
nesses that charities can offer ideal public 
ity—uncontroversial causes in general, bet 
ter for attracting royalty or show sb 1 
personalities; and he wants to persu " 
charities that they must choose their poter 
tial benefactors with great care. : 
Some targets are more obvious than 
others. The Working Mothers' Associati or 
has got £100,000 out of the Reed Empi 
ment group. And the soppiness of the B 
ish about animals means that the anima 
charities generally have a rich seam to tap. 
The World Wildlife Fund, with 20 im 
fund-raisers, is everybody’ s favourite exam 
ple of the successful self-promoter, vita dl sh 
from such devices as Cadbury's Wildlife 
Bar, a chocolate bar part of whose sale p c ; 
goes to the WWF. 
What about a Junkie Bar, then, or- ar 
Alkies' Bar? Some charities are not market 
able in the great sponsorship bazaar. } Vo 
body wants to be associated with drugs, : ) 
hol, the old or the homeless. “We don't ¢ 5 
very far," says Mr Robin Tuck, wies c 
retary of the Distressed Gentlefolk’s 
n, “with the big companies that 
have large departments looking for JEO in 
to back." Old people just aren't ori al 
creative or exciting. 


The Lord Chancellor, Lord 
Mackay, didn't yield to blus- | 


cricket tourists. 





the inner cities. 





| ea tering opponents of his prog 
Pamella Bordes didn't do a British Rail didn't submit a df d posed reforms to the legal 
Christine Keeler on the parliamentary bill for a fast / Sa | system. 
government. link to the Chunnel. zu 
Labour's party conference il 
London house prices didn’t Private Eye didn't have to Brighton didn't have a single 
rise Mrs Sonia Sutcliffe decent row. 2 
,000 in libel damages, so 
John Major didn't last 100 its editor lan Hislop didn’t Nuclear energy didn’t 
days as foreign secretary. emerge a banana. a sellable proposition int he 
ity. 
Televising the House of Com- — The report by the Monopolies | 
mons didn't its pro- and Mergers recommending The most-hyped novel of the 
ceedings overnight. big pesa) in pub-ownership year, Martin Amis's “Londo 
didn't survive a counter-as- Fields”, didn't get on to the - 
| Lord Lane, telling the sault by the beerage. Booker prize shortlist. : 
Guildford Four in the Court The Black Monday stockmark- 
of Appeal that they were free The Department of Trade and et crash of 1987 didn't repeat Mr Robert Holmes à Court 
after 15 years of wrongful Industry di its itself two years later. didn't follow up a bid to bu ; 
imprisonment, didn’t make report on the Al-Fayeds' pur- the New Statesman. 
any gesture of apology. chase of Harrods. Salman Rushdie didn't ap- a 
pear in public. Lady Anthony Meyer didn’t 
England didn’t win any ofits The cocaine-based drug, leave her husband's side once 
six tests against the Australian crack, didn't sweep through Water's privatisation didn't in the entire Tory eadeni | 


contest—which he didn't w 
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| A Christmas Story 


be WINTER night in London. It was 


cold, bleak, biting weather; foggy, 
withal. The people were wheezing up and 
down, stamping their feet on the pave- 
ment to keep warm. In St James’s Park, 
the only sound was the chattering of peli- 


cans’ bills. A thick mist rose from the 


bushes, slithered across the ponds and 


. rubbed its belly against the windows of a 
_ dismal cul-de-sac of black brick houses. 


Inside one, the tenant, Old Thatch, 


- had gone early to bed. She had poked the 


meagre fire and drawn the thick, greasy 
drapes against the faint sound of carol- 
ling. Then, jumping into the high four- 


| poster, she had pulled the covers up and 
. slipped into an uneasy slumber, broken at 


4 
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head playfully. “No Porsches bought on 
tick?” "Ooh, father," said the little girl, “I 
promise." 

But Old Thatch was sobbing. She 
pleaded with the spirit beside her in the 
snow: "No more! Torment me no 
longer—take me home to dear old 
Downing Street at once!" No sooner had 
she uttered the words than she awoke 
shivering in her bed. Exhausted, she fell 
once more into a dreamless sleep. 

Not for long. Soon afterwards, it 
seemed, the sound of laughter echoing up 


|l ^ BAGEHOT 


Her eyes, it seemed, had hardly closed 
before an unearthly shriek caused her to 
snatch at the covers again and blink into 
the silent, comfortless gloom. Sure 
enough, there she saw another phantom, 
the third and most ghastly of all, drifting 
towards her like a mist. A hooded, ghoul- 
ish figure with Chinese eyes and a watety 
smile: could it really be? "Rab?" ex- 
claimed Old Thatch. “The architect of 13 
wasted years of Tory socialism?" The 
ghost of Christmas Yet To Come nodded 
silently and beckoned. Her teeth chatter- 
ing, Old Thatch was taken by the hand: 
out through the brick wall, across the si- 
lent waste of Whitehall, to the brooding 
Palace, penetrating its thick stone walls to 
the very Chamber itself. 

Lights. Laughter. A general hubbub. 





intervals by half-spoken mutterings that 
- sounded vaguely like “humbug”. 
— Now, in the small hours, she suddenly 
started awake. A thin blue vapour seemed 
. to be hanging in the air, like a morning 
cloud. Slowly it resolved itself into the 
. shape of several chins and a fearful eye. 
-. "The Grocer!” she screamed in disbelief, 
. for it was he. “What the blazes do you 
think you're doing back here?” 
. . The spectre raised its nose disdainfully 
and spoke in a voice rich as plum pudding 
- but unmistakably twisted: “Hello, Marga- 
. ret. Now you must come with me on a 


. journey". Old Thatch's eyes glowered. 


And...O horrible sight! There, at the 
despatch box where Old Thatch herself 
had often stood, was a tall, dapper figure 
with blond trailing locks and burning 
eyes, swaying and orating. On the bench 
beside him Biffen bobbed, Gilmour 
grinned, Baker beamed, Channon chuck- 
led and Howe ho-ho'd. Opposite sat John 
Smith, nodding his agreement. 

Old Thatch could barely hear what the 
speaker was saying. But the odd word was 
enough: "consensus.. .intervention... 
regional policy . . ." Applause welled from 
the Tory benches. Her ears shrieking with 
pain, Old Thatch collapsed sobbing on 


= "We don't want to. Get our!” she 


} shouted. 


i the freezing, silent city they soared, till 
|| they landed 


Hn 
i 


"| am the ghost of Christmas Past," 
said the spectre, wobbling his chins and 
chortling horribly. Old Thatch shrieked, 
but the spirit’s shoulders only heaved 
cire up and down. Then, seizing her 
by the hand, it lifted her away: high above 


in the snow, in a market-town 


‘Old Thatch recognised at once. "Good 


. Heavens! I was bred in this place. I was a 


. girl here!" she cried. 


The spectre said nothing, but led her 
down the high street to a modes: empo- 


. rium on the corner. Peering through the 
Window, past the trays of loose bulls-eyes 


and the bottles of sugar mice, the couple 
-espied a stern old shopkeeper. Alderman 


- Roberts himself 


"Margaret, borrowing is sinful," said 


the old man. “Never buy what you cannot 
- afford." The young girl looked shyly up. 


“Yes, father,” she piped, “this is a lesson | 


. will remember. When I become prime 


. minister, no one shall be allowed to bor- 


row too much." She paused and sucked 
- her bottom lip. “And there will no immo- 


tality and everyone will be good and look 
4 the poor" Alderman Roberts 
beamed and leaned down, shaking his 
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from the cabinet-room roused her. Trem- 
bling, Old Thatch got up, lit a taper and 
crept downstairs. 

Softly she opened the door. There at 
the other end of the cabinet table, tucking 
into a huge turkey leg, was a jolly, fat man. 
His eye twinkled cheekily as he chewed 
and she knew at once it was Nigel, the Bo- 
gey of Blaby. He extended both arms 
above a table crowded with roast joints, 
game, sausages, oysters, pies, puddings, 
trifles, fruit and punch. 

"| suppose you thought you'd never 
see me here again,” said the bogey, ladling 
cranberry sauce onto another slice of tur- 
key. “But as the lad responsible for the 
last pre-election bout of reflation, the 
wide boy who ditched broad money, who 
tickled the punters into keeping you here, 
I thought I'd just pop by to wish you the 
top of the season. Fancy a pastry?" 

Poor Old Thatch fell back, aghast as 
ever at the bogey's effrontery and ap- 
palled at the sight of so much gluttony. 
"Actually, I'm the ghost of Christmas 
Present," said the bogey and Old Thatch 
fell into a swoon. Awakening, she found 
herself back between the sheets once 
more. What could it all mean? 





the marble floor. “Please let me go,” she 
begged. But the phantom, remorseless, 
clutched her by the elbow and raised the 


lady up. 

And up. And up, high above the gath- 
ering snowclouds. On they sailed, until at 
last they alighted in a dismal churchyard, 
thick with grimy snow. There, rimed with 
frost, stood a headstone. On it were 
carved in gothic letters the words: 
"Thatcherism. 1979-1990. Barely Remem- 
bered by a Fond Party”. 

Old Thatch sank down before her 
guide. "Good spirit," she said, "assure me 
that I yet may change these shadows you 
have shown me. Oh tell me I may sponge 
away the writing on this stone!" But the 
spectral hand merely retreated back into 
its cloak, which billowed, shrivelled and at 
length resolved itself into the familiar 
monogrammed duvet cover. 

Old Thatch sat upright. A faint pink 
glow through the curtains announced the 
dawn. She closed her eyes, let out a long 
breath and leaned over to shake the figure 
snoring beside her. "Denis," she hissed, 
"we really must have a word about those 
nightcaps you keep pouring me." Then 
she reached under the bed for a squat red 
box, and snapped it open. "Now then," 
she muttered, “where was 1?” 





Fancy free 
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| THE ENTERTAINMENT INDUSTRY 


Haising the stakes 


S MAN has become more civilised he has be- 
come gradually less capable of entertaining 
himself. Our ancestors had to amuse themselves. 
Perhaps they even talked to each other. Once some 
early Homer demanded food for telling tales, enter- 
tainment, as a business, was born. The invention of 
the printing press made it an industry. 

Now entertainment has replaced its most po- 
tent rival for human emotion, religion, as the opium 
of the masses. Each invention since the printing 
press has increased its power—photography, radio, 
the moving picture, the gramophone, television, the 
video cassette and who-knows-what-next. At the 
same time its potential market has grown, as man 
has learnt how to live longer and more wealthily. 

[n the past the entertainment industry has often 
prospered despite itself—despite mismanagement, 
megalomania and myopia. Now it is run by people, 
dubbed "the men in suits" by one director, who 
have bet billions of dollars that they can make it a 
less risky business. This survey will look at the em- 
pires they have created, which stretch from films to 
television programmes, to books and to records. 
Have they found the secret formula for making 
entertainment less risky, or are they just the old 
megalomaniacs in a better cut of cloth? And can 
they also persuade the entertainment industry to 
grow up, to face up to its responsibilities as man- 
kind's foremost drug-pusher? Or will the entertain- 
ment industry for ever remain fancy free? 

A good guess is that, worldwide, the entertain- 
ment industry brings in roughly $150 billion in sales 
each year. That figure is set to increase by around 
10-1596 a year, as demographics, technology and 
globalisation all make a contribution. 
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Real incomes and life expectancy have risen 
steadily all over the western world since the second 
world war. Already, close to a third of America's 
population is over 65 years old. And people are get- 
ting lazier. In workaholic Japan, 1596 of those inter- 
viewed in a 1974 survey by the country's biggest ad- 
vertising agency, Dentsu, thought that they were 
leisure-oriented; in 1988 the proportion was 2596. 
Some of the world's extra time and money will be 
spent on travel, gambling, sport or just sitting in 
trafic jams; but a fair chunk of it will go to the 
entertainment industry. 


Every bit extra counts 
Technology continues to throw up new bits of 
"hardware" to sell entertainment software. "White 
Christmas" began life as a 78 rpm record: it has 
since been reissued as 33 and 45 rpm records, as a 
cassette, as an B-track cassette, anc as a compact disc 
(cD). In 1988 American film studios earned $4.5 bil- 
lion from video cassettes, against $2.9 billion at the 
box office. In 1983 the comparative figures were 
$800m and $2.6 billion; so nearlv all the new cash 
bought in by video cassettes has been an extra. 
The world will never be a single homogeneous 
market, but entertainment looks closer to being a 
"global" industry than any other. Only a few con- 
sumer-goods brands, such as Coca-Cola, mean the 
same to everybody everywhere. Yet teenagers from 
Kashmir to Caracas can hum Beatles’ songs, try to 
imitate Michael Jackson's dancing and grunt 
“Rambo” at each other. Only in the eastern block is 
there a barrier: but, with Frank Sinatra already 
booked to perform in Red Square in July, those in 
the Polo lounge of the Beverly Hills Hotel are confi- 
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than religion and 
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is to entertainment what South Africa 
is to gold and Saudi Arabia is to oil; only in rock 
music does it face a serious alternative source of raw 
material—Britain. In 1988 the entertainment indus- 
try brought America $5.5 billion in foreign earn- 
ings, making it the country's second-largest net ex- 
port after aerospace. 

Look closer and it is less American. Only one of 
the big five record companies, Warner, is American- 
owned (it was bought by Time for $13 billion in 
1989). Of the big film studios 20th Century Fox is 
owned by an Australian who has adopted American 
citizenship, Mr Rupert Murdoch, and Columbia by 
Japan's Sony. Foreigners have swooped on publish- 
ers such as Macmillan (now owned by Britain's Mr 
Robert Maxwell) and Doubleday (taken over by 
Germany's media giant, Bertelsmann 

companies have been taken over in the 
biggest feeding frenzy the entertainment industry 
has ever seen. McKinsey, a management consul- 
tancy, reckons that $80 billion has been committed 
to big takeovers in the entertainment industry since 
the beginning of 1988. That figure excludes many 
smaller private deals (one media-takeover specialist, 
Henry Ansbacher, handled 40 deals in 1989 worth 
close to $750m) and new ventures, such as the $5 
billion committed to satellite television in Europe. 
Altogether entertainment has sucked in $100 bil- 
lion of investors’ cash—more than Norway’s GNP. 

This frenzy has pushed up prices. In October 
1989 Sony paid $3.4 billion for Columbia Pic- 
tures—350 times the studio's earnings. In Decem- 
ber 1988 Merrill Lynch was able to find 82 prospec- 
tive investors for MGM/UA, a studio that had lost 
$136m over the previous two years: in September 
this year, after more losses, Mr Christopher Skase, 
an Australian media baron, bid $1.5 billion for 
MGM/UA—though the deal fell through. 
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Why the rush? Entertainment is a growing in- 
dustry, but that alone cannot justify the prices being 
paid, or indeed the debts being piled up. Even when 
the industry as a whole has been making a fortune, 
it has been possible for individual businesses to lose 
their shirts. The new moguls seem to believe that 
they can run the business more efficiently. 


Roll the dice 
Rationalisation can work in boring industries like 
cars and computers, but can it work in entertain- 
ment? As Mr Walter Yetnikoff, the president of CBs 
Records, puts it, “the only business more people- 
intensive than this one is prostitution." Mr 
Yetnikoff believes that Sony's acquisition of Co- 
lumbia will work because he trusts its new manag- 
ers, Mr Peter Guber and Mr Jon Peters, the produc- 
ers of "Batman". Sony has already trusted Mr 
Yetnikoff. At his suggestion, it bought Guber-Pe- 
ters Entertainment for $200m and settled a breach- 
of-contract suit with Time Warner, which had a 
production deal with the duo, for around $500m. 
Unsurprisingly, many of the new media empires 
are either personal fiefs—like Mr Murdoch's family- 
controlled News Corporation—or are run as if they 
were. Paramount Communications' chairman, Mr 
Martin Davis, launched the company's abortive $12 
billion bid for Time "without consulting any execu- 
tive of any Paramount operating business." The 
failed bid cost Paramount's shareholders $40m. 
What then is the entertainment industry all 
about? Hollywood producers still use the phrase 
"rolling the dice" to describe the launch of a film. 
Mr Michael Dornemann, the head of Bertelsmann's 
Music Group, agrees: "the industry is about betting 
on people. In the record industry the bet may be 
$10m, in publishing less than $1m and in the movie 
industry perhaps $300m." The next part of this sur- 
vey will explain what Mr Dornemann means. 





How it works 


ARRY COHN, a famously tyrannical studio 
boss of Columbia, thought that there was 

nothing in the movie business that "couldn't be 
learnt in six months." He was right. A business- 
school course on the commercial aspects of enter- 
tainment would be over in a morning. | 
There are probably only three basic | 
rules: the sunk-cost rule, the hit rule, | Te 
and the nobody-knows-anything rule. 

The sunk-cost rule dictates that 
nearly all the cost of making entertain- 
ment software is fixed and up front. An 
average American film takes around 
two years to complete from script to 
opening night. Its production cost is 
around $20m, with a further $7m to 
market in America and $3m of studio 
overheads. That $30m cost is sunk—it 
will barely change whether the movie 
makes $10m, $100m or $1 billion. 

The typical film will eventually 
bring in a bit more than $30m, but pain- | @ 
fully slowly. First comes the American U 


m 1 calls the “ancillaries”. The film 





theatre release. Only 2096 of movies earn their cash 
back at the box office in America. The “typi 

film brings in just over $30m there. The exhibitor 
keeps just over half, leaving the studio with $13m. It 


earns EN (net of marketing expenses) at foreign 


box-offices, so that at the end of its the- 
atrical release it is still $11m short of 
| covering its costs. 
The gap is filled by what Hollywood 
earns 
$9m from video and a further $2m from 
cable. So the film is still in the red until 
| it eventually receives $3m from the 
|| American networks for the free Tv 
— 1] rights, nearly three years after theatrical 
| release and nearly five years after the 
project was approved. Thereafter the 
cash continue to trickle in—per- 
haps $250,000-500,000 a year—from 
continuing television and video sales. 
What about television programmes? 
+ | Most American television shows are 


— ———] deficit-financed. That means that the 
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programme’s first sale (usually to a television net- 
work) is for less than its cost—roughly $300,000 less 
for a $1.2m hour-long, prime-time feature. Some of 
the deficit can be made up in the foreign TV market, 
but typically the owner has to wait for the syndica- 
tion market—when the show can be resold to inde- 
pendent TV stations—before he is in profit. 

Records and books do not have deficit-financ- 
ing (though some books make money only when 
they are in paperback). The sums of money are 
much smaller. However, the cost of keeping a hotel- 
unfriendly rock band together is a form of fixed 
cost. As one record executive puts it there can be 
“protracted and expensive periods of silence before 
the muse arrives.” 

The hit rule is that most of the profit comes 
from a tiny part of the output. Just 396 of the films 
released in 1988 accounted for close to a third of 
box-office receipts. Because most of the cost is fixed, 
any revenue above that line is profit. McKinsey has 
calculated that, assuming costs do not change a 
10% increase in an entertainment company’s reve- 
nues pushes profits up by around 50%. 

Only four out of ten films are ever profitable, 
but they pay for a string of flops. “Batman” cost 
Warner $75m: by the time all the merchandising 
rights, video, records and T-shirts are added in, the 
film will bring in around $1 billion. On a smaller 
scale, "Sex, Lies and Videotape” cost $1m to make; 
it has earned $24m at the American box office. 

Other entertainment businesses are similar. 
American television stations recently paid Viacom 
$500m for the first 342 years of re-runs of "The 
Cosby Show". Madonna has indirectly financed a 
lot of bad rap bands. Dick Francis and Frederick 
Forsyth may lack literary class, but their workman- 
like efforts pay for a lot of unreadable biographies of 
Bloomsbury figures. 

The final rule is based on William Goldman's 
famous book, "Adventures in the Screen Trade". 
"Nobody knows anything", wrote Goldman. 
Popular taste and creative talent being as fickle as 
they are, there is no surefire formula for making a 
hit. Àn instinctive reaction to Goldman is that any 
fool could have predicted that "Batman" was going 
to be a hit. But in a jokey poll of 1,500 entertain- 
ment experts to guess the winner at America's box 
office last summer, only 25% picked "Batman". 

Mr Christopher Dixon at Kidder Peabody, an 
investment bank, points out that the calculation 
about hit or miss is even harder to make before pro- 


Heaven can wait 
Life cycle of a successful American film 








Sex, Lies and... Profit 





duction has begun. Imagine that you were a mogul 
and you were offered a script for an expensive 
comedy/action picture, to be produced by George 
Lucas or Steven Spielberg and to feature a lovable 
animal and a lot of expensive gimmickry. The result: 
either Mr Spielberg's hit, “Who Framed Roger Rab- 
bit", or Mr Lucas's flop, "Howard the Duck”. 


All you need is cash and talent 
From these three rules, it follows that two things will 
always rule the entertainment industry: talent and 
capital. The first goes almost without saying. In an 
industry where nobody knows anything, an estab- 
lished popstar, a director or even a mogul with a 
good "hunch record" will always be in demand. 

But an entertainment company also needs fi- 
nancial muscle to produce enough software to give 
itself a decent chance of bringing in a hit, and mar- 
keting muscle to make the most of that hit when it 
happens. The result: consolidation. The big studios 
produced fewer than a third of the films released in 
1988, yet they accounted for 8096 of the box-office 
take. In the record industry, the big five companies 
are just as dominant. 

In the mid-1980s independent producers con- 
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vinced Wall Street that there was a way round the 
need for capital: that pre-sales (selling the rights for 
an upfront fee) to the various ancillary markets 
could cover most of the cost of film production and 
thus make it less risky. Wall Street fell for it: in the 
peak year of 1986, investors piled $3.7 billion into 
Hollywood. But the deals the independents struck 
gave the lion’s share of the films’ early revenues to 
the distributors (who, after all, had taken most of 
the risk). The independents needed that cash to 
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produce more films. A series of bankruptcies and 
reconstructions followed. 

Now Wall Street is trying to come to terms with 
companies whose chief danger is that they may be 
too big, not too small. The entertainment industry 
is now preyed upon by giant octopuses with tenta- 
cles reaching down to books, records, movie studios 
and even Japanese hi-fi. These conglomerates claim 
that they represent the most advanced way of deal- 
ing with the risks of the industry. Do they? 





The bigger they come . . .? 


N MARCH 1989 Time, America's biggest pub- 
lisher, announced a friendly merger with Warner 
Communications. Paramount Communications 
then bid $12 billion for Time; finally, Time made a 
$13 billion bid for Warner. The result is the world's 
biggest entertainment group, which sells $8.7 bil- 
lion-worth of magazines, movies, records, books 
and TV programmes around the world. 

But Time Warner (TW) also has debts of $12 bil- 
lion. In 1990 the group will make a loss of around $4 
a share. Already its shares are trading at a 30-4096 
discount to their asset value. In virtually every other 
industry across the world conglomerates are being 
“unbundled” because their constituent parts are 
worth more separately. TW and the other multi-me- 
dia conglomerates argue that the entertainment in- 
dustry is different. Are they right? The answer so far 
appears to be yes—but only if the companies are 
extremely well managed. 

There is no typical entertainment conglomerate 
(the industry's diversity makes that impossible). But 
TW is the biggest and therefore probably the best 
illustration of the problems and the potential of the 
genre. TW's first characteristic is its "bigness"— 
which can be useful in entertainment. A multi-me- 
dia group can balance itself against the “nobody 
knows anything” risk. In 1987 and 1988 Warner's 
film division had relatively lean years; Madonna's 
records filled the gap. TW can also realise economies 
of scale in the boring parts of the industry, by buy- 
ing newsprint and film cheaper than smaller rivals. 

The greatest advantage of being big is the one 
TW is least likely to admit to, at least in public: the 
chance of finding a small market and dominating it, 
as Mr Silvio Berlusconi does in ltaly's television 
market and Bertelsmann does in German book- 
publishing. TW faces tough domestic antitrust rules, 
but one area where it may be able to throw its 
weight around is New York's cable franchise, where 
it now has the dominant share. 

The advantages of being big are fairly self-evi- 
dent. But are there many advantages in being enor- 
mous? Statistically a company that makes 40 movies 
a year is not that much better protected against the 
hits balancing out the flops than one that makes 25. 
Both the partners in TW already enjoyed most of the 
advantages of being big in their own field before the 
merger. Most of TW's spare cash will go to meeting 
its interest payments, not making the big foreign ac- 
quisitions it originally talked about. 

, TW argues that it is more than just size 
that matters; it is structure. The first pillar of that 
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structure is "vertical integration”, where one com- 
pany controls all its production, distribution and 
sales outlets. The entertainment industry has always 
liked the idea of showing what it owns and owning 
what it shows, ever since Hollywood's pioneers be- 
gan as owners of East-coast movie-theatres. Now a 
Warner movie could be sold to Time's Home Box 
Office (HBO) channel and then sold to Tw’s cable 
system, American Television and Communications 
(ATC), the second biggest network in America. Reg- 
ulators are watching HBO and ATC to see that they 
do not favour TW products—as Viacom, the owner 
of Showtime, a rival to HBO, has warned it will. 

But would favouring a TW product help the 
group? TW's president, Mr Nick Nicholas, and its 
co-chairman, Mr Steve Ross, say that “it would be 
incredibly corrosive to tell [our subsidiaries] what 
they should buy". If HBO chooses to buy bad 
Warner films rather than a good Paramount one, 
then viewers will switch to Showtime. 

So vertical integration is not a miracle cure to 
the risks of the entertainment industry. But it can 
help. A vertically integrated group such as TW can 
keep all the revenues from a hit, like "Batman", 
rather than having to share them with distributors. 
It can also give its own “moderately good” product 
a leg up over somebody else's. No television station 
wants to show a sister company's dud in prime time, 
but few object to showing its moderately good 
movie at midnight. 

However, vertical integration is only worth it if 
the price is right. In the mid-1980s the cross-owner- 
ship rules forbidding studios from owning movie 
theatres were loosened. Most studios piled in, but 
Disney, which thought the price was too high, did 
not (there is now a glut of movie-theatres in Amer- 
ica). Disney claims that not owning theatres has 
never been a disadvantage, as the theatres have to 
take a good product. Movie theatres will also take a 
"moderately good" product (for example, Tom 
Cruise's lacklustre Cocktail") if it is well adver- 
tised and if they reckon that the next Disney film 
will be more successful. 

Vertical integration is not the only manage- 
ment theory being applied to the entertainment in- 
dustry. TW also believes in horizontal integration— 
selling products across several different media. Time 
has already turned its Sports Illustr. swimwear 
issue, which focuses on scantily clad models, into a 
successful video. Others have gone further: Para- 
mount has been able to make Star Trek into a book, 
a film, a television programme and even a children's 
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credit card; Disney's characters pop up on anything 
from teacups to Sloane Rangers' jerseys. 

There are three hitches with horizontal integra- 
tion. First, only a handful of film stars (Eddie Mur- 
phy), singers (Madonna, Michael Jackson) or even 
fictional characters (Indiana Jones, Rambo) can be 
flicked effortlessly from one medium to another. 
Secondly, records-and-film may be a natural mar- 
riage, but it is more difficult to find synergy between 
books and records. Thirdly, co-operation must ben- 
efit the final product— Warner's film studio hired 
Prince for the “Batman” soundtrack because he fit- 
ted, not because he worked for its record company. 

Mr Nicholas and Mr Ross of TW deny that they 
are already trying to force their two halves to look 
for new synergistic products; instead they argue 
that, without any prompting, people in their two 
groups are "running with the ball without us”. In 
the longer term, they also hope to use Time's skills 
in direct consumer-marketing (for example, book 
clubs) to sell Warner's software. 

Their reticence in trying to force through imme- 
diate synergies is understandable. Time remains a 
solid buttoned-down east-coast type; Warner, a free- 
wheeling, medallioned Californian. Both images are 
clichés but they contain an element of truth. "Tw 
will become a consultant's dream"', says one Wall 
Street shark, who believes that the companies 
merged only to avoid takeover. In five years time the 
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shark reckons that Tw’s iea shareholders 
might accept a break-up bid. 

The shark's case has yet to be proved. There are 
just enough advantages of size and integration to 
make the merger worthwhile. But, unless Warner's 
studio manages to pull another couple of “Bat- 
mans" out of its hat, it will be a close-run thing. The 
key will be management. Ironically, management 
that leaves the different parts of TW to get on with it 
may well be best. Warner's recent record has been 
successful, but slightly profligate; Time's profitable, 
but slightly bureaucratic. Squeezing out their indi- 


The message from Rupert 


UPERT MURDOCH is still the 

man who entertainment moguls 
admire most. Starting from a small fief 
in Australian newspapers, Mr Murdoch 
has built an empire across borders and 
across media, ranging from a third of 
Britain's national press to 20th Century 
Fox. In September he made an unsuc- 
cessful $1.4 billion bid for another stu- 
dio, MGM/UA. But, recently, even Mr 
Murdoch has had to slow down—prin- 
cipally because of his debts, now run- 
ning at $7 billion. 

Although Mr Murdoch is generally 
credited with having invented the 
multi-media conglomerate, he runs 
News Corporation in a relatively unin- 
tegrated way. Only four of the regular 
shows on Fox Television, his American 
TV network, are produced by News Cor- 
poration companies—though Fox has 
just started a special movie night. Its 
most popular show, "Married with 
Children”, is made by Columbia. 

In mi attempts to integrate at 
Sky, News Corporation's British satel- 
lite-TV station, now look like mistakes. 
Sky signed an exclusive deal with 20th 
Century Fox to show its films (a classic 
piece of vertical integration). So the 
other Hollywood studios immediately. 
dine. deals with 4 an s rival, British 


Satellite Broadcasting, which will have 
the better flm channel when it is 
launched. Similarly, give-away Sky 
packages in one of Mr Murdoch's tab- 
loid British newspapers, the Sun, have 
given Sky an unnecessarily cheap im- 
age, while the hyping of Sky by Mr Mur- 
doch's quality newspapers has annoyed 
readers and journalists. 

Mr Murdoch's real skill is in spot- 
ting value, not synergy. He bought the 
Sun for £250,000 in 1969; it is now 


vidual inefficiencies is more -— to yield bigger 


worth over £600m. 20th Century Fox, 
bought for $575m in 1985, may now be 
worth almost four times that sum. But 
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for Mr Murdoch's general reluctance to || 


sell, it would be tempting to liken him 
to Lord Hanson, Britain’s synergy-hat- 
ing industrialist. Both have made their 


fortunes by buying companies with | 


good cash-flow on the cheap. 

Mr Murdoch owes his fortune to 
two personal characteristics. First, a tre- 
mendous appetite for risk. His decision 


to move his British newspapers to | 
cheaper non-union printing at | 


Wapping was so audacious that it took 
the unions by surprise. His two more re- 
cent gambles cancel each other out: the 
Fox network is doing better than he ex- 


Mr Murdoch’s second instinct is a 


pected, Sky less well than he had hope 
| 


liant perception of what people want to — 


watch and read. Like the first Lord | 


Northcliffe, “he has the common mind 


to an uncommon degree.” 


Mr Murdoch's problem, ultimately, - 


will be one of succession. He is now 58 | 


years old. None of his lieutenants look 


ready to step into his shoes. His chil- | 
dren are respected in the business, but | 


it will need some genetic fluke to pro- — 


duce another deal-maker in Mr Mur- 


doch's class. Without Mr Murdoch's | 


drive, News Corporation could become 
just another sleepy conglomerate run by 


a family foundation—with the jackals 


circling round. 














How does the 
relationship 
between entertain- 
ment and tech- 
nology work? Can 
entertainment just 
be treated as a 
small part of a 
bigger industry? 
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profits than forcing the two parts together. 

Are there other examples of how a multi-media 
conglomerate should be run? The western model is 
probably Mr Rupert Murdoch (see box on previous 
page), but most of his profits have come from bril- 

iant deal-making and value-spotting, neither of 

which is an easy skill to teach. Bertelsmann is also 
well managed, but it gives great autonomy to the 
various parts of its empire. Bertelsmann executives 
admit privately that the case for synergy is exagger- 
ated. Most of Bertelsmann's profits—like those of 
Mr Berlusconi in Italy and Hachette in France— 
come from dominating its home market. 


Empire under the sun 
The most impressively integrated entertainment 
group in the world is one most Americans had 
never heard of until it invited Mr Ronald Reagan to 
make a speaking-tour of Japan: Fujisankei Commu- 
nications owns Japan's most popular television and 
radio networks, the Sankei Shimbun newspaper 
and the country's leading record and video compa- 
nies. Including its 100-odd affiliated companies 
Fujisankei generates sales of around $5 billion. 

Fujisankei makes around half the programmes 
that are shown on its television station. It also hap- 
pily switches products from video to record, and 
uses its other media to plug its feature films (it is 
Japan's biggest film producer as well). Fujisankei's 
management insists that the regional television sta- 
tions are encouraged to choose the best shows avail- 
able: they just happen to be their own. 

It is tempting to think of Fujisankei as a model 
for western conglomerates. But it has owned the 
bulk of its home-grown and -rooted empire for 40 





That Jones boy wins again 


years—without fear of takeover and with little regu- 
latory interference. Despite its omnipotence at 
home, Fujisankei is nervous about its ability to pro- 
duce internationally acceptable software: hence its 
decisions to invest $10m in Mr David Puttnam's 
Enigma Productions, and to pay $150m for a 2596 
stake in Virgin Records; and hence, perhaps, its 
willingness to give $2m to Mr Reagan for two 20- 
minute speeches. 





opecial effects 


[rouowno its $3.4 billion acquisition of Co- 


lumbia Pictures, Japan's Sony is now the 
world's tenth biggest entertainment group. Like 
Time Warner, Sony believes that Columbia and css 
Records will work better together. But Sony wants 
to take the argument a stage further: it thinks that 
its entertainment business complements its basic 
electronic business. According to Mr Ken Iwaki, 
Sony’s deputy president, the “hardware and soft- 
ware parts of the entertainment industry can no 
longer be talked about separately.” 

Sony's great rival, the Victor Company of Ja- 
pan (JVC), has invested $100m in a joint venture to 
back movies made by Mr Larry Gordon, the pro- 
ducer of "Die Hard". Sony and jvc want to use 
American software as ammunition in their second 
video war (in the first, Sony's Betamax video cas- 
sette was thrashed by Jvc’s vus). Now Sony has the 
Video Walkman, which takes a smaller eight 
millimetre tape; Jvc has Super vus. Columbia's film 
library will also be used to market laser discs, high- 
definition television and, maybe, satellite television. 

At first sight, Sony's strategy does not have to 
work that well for its chairman, Mr Akio Morita, to 
claim a success. Mr David Londoner, an entertain- 
ment analyst at Wertheim Schroder, reckons that 
the entertainment-hardware market will be worth at 
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least $3 trillion over the next 20 years. The price 
Sony paid for Columbia pales in comparison. 

However, any strategy which argues that in- 
creased sales of videotape in Osaka justifies enor- 
mous losses in Hollywood looks wobbly. Even for a 
company of Sony's size, Columbia and cps Records 
are massive investments. Coca-Cola hoped to use 
Columbia to shine a little "creative" light on its 
marketing strategy. Coca-Cola made a profit when 
it sold Columbia, but its stewardship was rarely 
happy and none of the hoped-for synergy appeared. 

The entertainment industry has never under- 
stood technology. In 1926 Warner Brothers' stock 
soared from $8 to $65, because of the company's 
connection to Vitaphone, the first "talkie" system. 
Since then Hollywood has tried to kill every techno- 
logical golden goose before it laid the golden egg. 
Television and video cassettes are just two of the 
ancillaries Hollywood first fretted about, but which 
it now loves. The recording industry is no better— 
as Sony knows. In the early 1980s Sony wanted to 
promote CDs: the record industry (including cps) 
did not. 

Yet there are areas where the software indus- 
try' s caution is more understandable. It opposes dig- 
ital audio tape, (basically CD-quality tape that can 
record), because it will encourage perfect-quality 
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66T APAN invades Hollywood" trum- 

peted Newsweek’s American 

cover when Sony bought Colum- 
bia. Displaying a certain lack of convic- 
tion, the magazine changed the title to 
"Japan moves into Hollywood" for its 
Pacific edition. In fact, Japan has been 
in Hollywood for some time. 

Quite apart from arguments about 
hardware-software links from Sony and 
JVC, Japanese companies have good rea- 
son to be interested. Japan’s domestic 
box office, which brought in $500m in 
1988, ranks second only to America’s. 
Its growing television schedule needs 
more films and programmes. An easy, 
cheap way to fill the gap is western 
software 


But Japan wants more than viewer- 
fodder; western television and films 
have other attractions. First, after de- 


cades of relative indifference, western 
programmes are becoming more popu- 
lar in Japan—particularly with the 
young. Second, there is a huge market 
for western programmes outside Japan. 

The Japanese want to learn, as well 
as invest. So far their experience has 
been mixed. C. Itoh, Tokyo Broadcast- 
ing and Suntory all lost money on a 
package of MGM/UA films that included 
duds like “Bright Lights, Big City”. But 
the Japanese are still keen. Mr Topper 
Quinn, an American entertainment 
banker, reckons that there are 50 po- 
tential film investors in Japan. 

Now the Japanese are getting bolder. 
They are making more international 
films themselves. Fujisankei and others 
have backed “Shadow of China", a 
$10m English-language film aimed at 
the American market. And Japanese 
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film investors are demanding more of a 
say. Mr Shigeru Masuda’s Zeron fund is 
leading a $20m consortium to invest in 


movies. Mr Masuda, a venture capitalist || 


who backed Compaq Computer, aims 
to be a "semi-active" investor. The 
Zeron film is "Blue Steel" with Jamie 
Lee Curtis. 





home taping. Similarly, Sony's plans to introduce 
more high-definition video tape into film produc- 
tion may run aground. In theory, shooting with 
video tape is much quicker because it can be played 
back immediately (Sony has been quoted as saying it 
could reduce the overall cost of film 
production by a third). In practice, 
many directors do not like it: if vid- 
eotape rushes are immediately avail- 
able, actors can see exactly how they 
looked—and complain accordingly. 
Under the present system, only the 
director knows how they look. 

This may seem a pedantic point, 
but it underscores a basic truth. 
Hardware and software are different 
animals. The first is an easily 





Die hardware 


replicable manufactured product, with a small 
profit margin; the second is based on creative skill, 
and its value changes enormously depending on the 
consumer's reaction. 

In other words, Sony would be wise to treat any 
synergistic spin-offs from its acqui- 
sition of Columbia as secondary. Its 
first task is to make Columbia a good 
studio again, so as to try to make the 
acquisition pay for itself. As with 
Time-Warner, the grand strategies of 
integration and hardware-software 
co-ordination may come, but only if 
the entertainment parts can be man- 
aged well. The next article will look 
at how well the men in suits are 


doing. 





Tinseltown sparkles again 


OLLYWOOD'S tycoons can still muster a few 

colourful backgrounds. Mr Steve Ross at 
Warner once managed a funeral business; Mr Norio 
Ohga at Sony trained as an opera singer; Mr Jon 
Peters of Guber-Peters Entertainment (and now of 
Columbia) was Barbra Streisand’s hairdresser. But 
Mr Peter's partner, Mr Peter Guber has an MBA, 
and most of the other new moguls first made their 
name in unglamorous places, such as television or 
film distribution. And it shows: Hollywood is more 
professionally managed than ever before. 

That is not an ambitious claim. There are still 
blatant examples of waste, such as in-house jewellers 
and copious retreats in Mexico. Some films still look 
like costly errors, such as 20th Century Fox's "The 
Abyss", an underwater adventure movie that cost 
over $50m to make. But most pictures today are 


made on budget, and insurers cover some of the 
worst risks. When the corn in "Field of Dreams" 
failed to grow, an insurance company paid for the 
irrigation. Films are even compared in a business- 
like way to branded goods. Now that video cassettes 
are the biggest source of revenue, movies, like baked 
beans, have to prove that they deserve shelf space. 
Just as margarine-makers try to segment their mar- 
ket, so do the studios. Movies are divided into 
genres—such as buddy-movies or growing-up films. 
The movie business may be moving closer to 
the record industry, which has had more experience 
with retailing. Record bosses talk about having an 
act to cover every available trend: they are also keen 
to push international groups or Hispanic i 
ones, such as the Miami Sound Machine. Even a 
middle-sized company like Britain’s Virgin has sev- 






The men in suits 
have left their 
mark on 


Hollywood 
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j; thanks to video, the most pow- 

and effective language course 
created is available for use in 
r home. 


. It all started at Yale University in 
4956. Pierre Capretz, a young French 
professor arrives from France with an 
extraordinary goal...to revolutionize 
language teaching so that anyone can 
become fluent in a foreign tongue. Eas- 
ly. Naturally. With absolute confi- 
dence. Over the next 30 years, his 
acclaimed "immersion" teaching sys- 
m, the world famous Capretz Method, 
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| Thelanguage teaching tech- 

| nique of “total immersion" 

has long been recognized by 

experts for its effectiveness. 

. In principle, the student is 

“immersed” — totally sur- 

| rounded — by the foreign 

| language — just as if he 

| orshe were living in the 

| foreign country. 

. The Video Immersion 

-~ Method” goes one crucial step 

further. Now, through video, 

the student can be immersed 

in the life and language of the 

foreign country — without 
home, and at a frac- 

tion of the cost of other 

immersion courses. 






||. Compare! 







Cost 





Tours, France 
New York, NY $5,500* 
Hanover, NH $3,000* 
Your Own Home $ 295 


$4,000*t 





Now, in 1989, through the assistance 
of the Annenberg/Corporation for 
Public Broadcasting Project, the full 
power of the Capretz Method is avail- 
able on home video. 


Video Revolutionizes Language 
Learning! 


While at Yale, Capretz created French in 
Action, a new multi-media immersion 
language course that has revolu- 
tionized language learning. This 
extraordinary series of video pro- 
grams brings France — and living 
French — right into your home. 


Experience the Sights, Sounds, 
Culture & Conversation. 


The Video Immersion Method” used in 
French in Action teaches French the 
same natural way you learned 
English: by seeing, observing and 
hearing it used in real-life. 

You are totally immersed in the life 
and language of France. Surrounded 
by the sights and sounds. Exposed to 
every accent and gesture. A learning 
experience never before possible in 
any classroom language course. 

You'll meet entertaining real-life 
characters, following them through 
their everyday lives in France. You'll 
see and listen to thousands of action 
scenes of life in France, and learn real 
everyday language that you can use, 


Finally, a Language Course that's 
FUN and ENTERTAINING! 


French in Action is challenging, stimu- 
lating, and incredibly interactive. 
From the first lesson, you'll speak 
French in real life situations — the 
action pauses for you to comment, 
answer and question — in French! 

In fact, French in Action is so effective 
and entertaining that movie critic 
Roger Ebert has called it “one of the 
five essentials" he would take with him 
to a desert island! 

You get the full flavor of the lan- 
guage. Not just words and verb charts, 
but the nuances of meaning and usage 
you can only acquire by living a lan- 
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3 New Video Immersion Method” 
Makes All Other Language Courses Obsolete! 
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From the café to the conference room, 
from the fruit stand to Fontainebleau, 
from buying a mágazine to boarding 
"le metro,” French in Action brings 
French to life...all in the comfort of 
your living room! 


guage..an experience you cannot 
acquire from a textbook, or audio cas- 
settes alone. 


Proven at over 1000 Universities, 
Educational and Cultural 
Institutions Worldwide. 


Acclaimed worldwide as a revolution- 
ary breakthrough, French in Action is 
used successfully in leading univer- 
sities around the world! French in 
Action has received awards for out- 
standing achievement from the 
National! Educational Film & Video Fes- 
tival and the International Film and 
TV Festival. 


A Total Immersion Course — 
For Only $37.81 per Month! 
Order Now at No Risk! 


Before the Video Immersion Method” 
course, you had to spend countless 

)urs and thousands of dollars at a 
-a1liversity seminar or commercial lan- 
guage school (see box) to be able to 
even approach its effectiveness. 

Now, you can experience the power of 
the Video Immersion Method" in the 
comfort of your own home — learning 
at your own pace — for just $295 (plus 
$7.50 shipping and handling), payable 


TUS NEED 


in eight convenient monthly install- 
ments of just $37.84! 

Everything you need is included. 13 
hours of French video instruction on 
seven video cassettes. 14 supplemen- 
tary audio cassettes. A study guide, a 
textbook, and a workbook with self- 
test quizzes to be completed at your 
leisure. 

The Video Immersion Method" lan- 
guage course will teach you faster, 
more effectively, and more enjoyably 
than any other language course you 
can acquire or attend — at any price. 

Your complete satisfaction is guar- 
anteed. If you're not completely satis- 
fied, you may return the course in its 
original condition within 30 days for a 
full refund. 

Order your Video Immersion Method” 
language course today! 


CALL TOLL FREE 
1-000-367-4534 
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Video Immersion Method” French in Action includes 
everything you need: 7 video cassettes, 14 audio cassettes, 
a study guide, a textbook and a workbook. 
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Video 
Immersion Methad™ 
Courses in Spanish 

& German, Too! 


Is Barcelona or Buenos Aires 
your next destination? Bonn or 
Berlin your next assignment? 
There's an exciting, effective 
Video Immersion Method" 
course for you, too! Developed 
and created at UCLA, these 
breakthrough multi-media 
courses are the most powerful 
available anywhere. 

Video Immersion Method" 
German includes 13 hours of 
video instruction on 7 video 
cassettes, 14 audio cassettes, 

3 textbooks, a Student's Guide 
plus a German Cumulative 
Glossary and German Cultural 
Notes. Video Immersion 
Method" Spanish includes 

13 hours of video language 
instruction, 15 audio cassettes 
in a handsome binder, and a 
complete course textbook. 


Whether you choose French, 
German or Spanish, you'll be 
totally immersed in a real-life 
foreign language — right in 
your own home! 


Video Immersion Method " 
Language Courses 
TheLanguage Laboratory VHS Only 


88 Long Hill Cross Road 
Shelton, Conn. 06484 


CALL TOLL FREE 1-800-367-4534 


Please send me the Video Immersion Method" 

course(s) I have indicated. I understand that 

only VHS format is available* I may return 
my purchase in its original condition within 
30 days for à full refund. 





FRENCH SPANISH GERMAN 
Quantity e KEV prre ee 
Name 
PLEASE PRINT CLEARLY 
Address 


City/State/Zip 


Please charge each of 8 monthly install- 
ments of $37.81* to my credit card: 
CVISA O Mastercard 
QAmerican Express O Diners Club 


Credit Card No Expiration Date 


Signature (A# orders subject to acceptance.) 


[3 I prefer not to use a credit card and will 
pay by check. Enclosed is my deposit of 
$122.50* for each course. I will pay the bal- 
ance as billed in four monthly installments 
of $45.00* each 

“Applicable state sales tax, if any, will be billed with 
shipment 


Allow 4 weeks for shipment 
t PAL not available 


560-1002 
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eral different labels aimed at dif- 
ferent markets—for example, 
Earthworks for African music 
and Gold Castle for jazz. 

The change in Hollywood 
may be most noticeable in the 
part that Wall Street trusts least. 
The independent film makers are 
still having a tough time (an in- 
creasing number of their films 
are released only on video), but 
the survivors look more business- 
like. Take Carolco as an exam- 
ple. It owes its launch to creative 
luck—in particular the first three 
Rambo movies (Sylvester 
Stallone is on the board). Since 
then, it has tried to find a more 
reliable source of profit. 

e It has bought the rights to 
other independents’ films—including “Platoon” 
a "The Last Emperor”. It now has a library of 80 
@ A pre-sale agreement with Tristar (part of Colum- 
bia) covers domestic theatrical release—the riskiest 
market, according to Carolco. Tristar pays an ad- 
vance and pays for the film's distribution in Amer- 
ica: in return Tristar gets an undisclosed share of 
the domestic box-office take. 

@ Carolco concentrates its own fire on two special- 
ities: domestic video distribution (through Live 
Entertainment) and foreign film distribution. Both 
businesses sell their services to outsiders, but they 
also allow Carolco to make the most of its hits. 

Carolco is something of an exception in trying 
to carve out a niche all by itself (even more so for 
succeeding). Many other independents have de- 
cided that it is much easier to make films in league 
with the studios. For example, Steven Spielberg's 
Amblin has a deal with Universal Pictures, a divi- 
sion of MCA, which also has a 2096 stake in Ron 
Howard's Imagine, the producer of “Parenthood”. 
The basic bargain is that the studio puts up the cash 
and the talent gets a hefty percentage of the profits. 

These deals imply that, first, the independents 
reckon that there is not much hope in trying to 
compete with a studio; secondly, that the studio's 
forte is as a distribution system, rather than as a cre- 
ator. Both are true. Universal has taken on a new 
lease of life under Mr Thomas Pollock, an entertain- 
ment lawyer who has concentrated on marketing, 
distribution and telling the likes of Messrs Spielberg 
and Howard "what we can sell". Hollywood's three 
leading studios, Warner, Paramount and Disney, 
are all also stepping up production. All three have 
solid management, we distribution systems 
and strong financial backing. 

Of the three, Warner has the most complete dis- 
tribution system and the greatest loyalty to talent. 
Mr Ross has a deliberate policy of backing stars and 
directors through lean times. Warner has strong ties 
with, among others, Clint Eastwood's Malpaso Pro- 
ductions and David Puttnam's Enigma Produc- 
tions. In October Guber-Peters Entertainment left 
its contract with Warner to team up with Sony, but 
Warner has since won around $500m as compensa- 
tion. Guber-Peters is remembered for having 
brought Warner "Batman'; it also lumbered 





Warner with "Who's That Girl." 

Paramount's most lucrative relationship is with 
Eddie Murphy, who has yet to have a box-office fail- 
ure. Paramount is particularly skilled at pushing se- 
quels (a form of branding). This year the Starship 
Enterprise and its geriatric crew were given a fresh 
coat of paint and sent out on "Star Trek 5"; Indiana 
Jones went on a "Last Crusade”. 


The mouse that roared 

Disney is the studio that has taken management to 
its extreme. As one Disneyman admits, "we are the 
control freaks". On average Disney's films cost 
about 3096 less to make than their rivals'. Yet, since 
a team led by Mr Michael Eisner joined Disney from 
Paramount in 1984, the studio has increased its 
share of the American box office from 396 to 2096 
in 1988. Most of the new films are adult ones, re- 
leased under the Touchstone label, though the big- 
gest hit has been "Who Framed Roger Rabbit”. 

The capacity for Disney to make a fortune in 
movies has always been there. It has a library that 
can endlessly be reissued to each new generation of 
chidren; "Peter Pan", made in 1953, was 1989's 
money-spinner. Another cash-machine, Disney's 
theme parks, which contribute 6096 of the group's 
profit, also provide genuine synergy. Roger Rabbit 
already has his own "Toon Town" at Disneyworld. 
Disney's name has helped to attract close to $1 bil- 
lion to its Silver Screen partnerships, which pay for 
most of its films. The attraction must be the glam- 
our (investors get free tickets for the opening night) 
rather than the money. The investors have only 
earned 10-1596 returns on their cash. If they had 
bought Disney shares instead, their money would 
have increased sixfold. 

All Disney's prospective ideas are reviewed by 
three men: Mr Eisner himself, together with Mr Jef- 
frey Katzenberg and Mr Richard Frank (also both 
ex-Paramount); they set a rough figure on how 
much the film should cost. The financial team then 
produces a more exact figure. Disney juggles that 
figure depending on which stars it uses. For exam- 
ple, its 1989 hit, “Dead Poets Society”, was origi- 
nally thought of as a starless growing-up movie. The 
studio then flirted with the idea of using Dustin 
Hoffman, who demanded one script-rewrite too 
many. Eventually, Disney discovered that Robin 
Williams could spare four (relatively cheap) weeks to 
play a teacher. 

The prospective film is also compared to a his- 
toric portfolio of past films, and Disney guesses in 
which category (largely based on earning capacity) 
each film will end up. Disney claims the guessti- 
mates are pretty accurate—and that it would not 
have allowed "Howard the Duck” through the net. 
Disney's stinginess is legendary. All changes, as far 
as possible, are made at the script phase, rather than 
during production. Each film has a financial spy to 
check that costs are being kept under control. On a 
recent corporate trip to Florida, all the Disneymen 
travelled economy class. 

Disney is now duplicating Touchstone's system 
at a new studio, Hollywood Pictures. Like Touch- 
stone it should end up making 10-15 pictures a year. 
Some directors whinge about Disney's hard- 
headedness. “They take it too far”, argues one (less 
successful) studio chief. But until Disney trips up, its 


THE ECONOMIST DECEMBER 23 1989 


method of running a studio still looks a lot cleverer 
than most other peoples. 

However, Disney's success has not come about 
because of financial instruments like net-present- 
value calculations and statistically based portfolios. 
It has been achieved because Messrs Eisner, 
Katzenberg and Frank have been astoundingly good 
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predictors of which way popular taste will go. Even 
when the movie business is rationally run, it re- 
mains a people business. The next two articles will 
look at the irritating ways in which two groups of 
people—first the talent, and then consumers and 
governments, still make entertainment a risky 
business. 
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A star is bought 


OUIS B. MAYER had 
philosophy”: 

Great star, great director, great play, great cast. You are 

authorised to get these without stint or limit. Spare 

nothing, neither expense, time, nor effort. Results only 

are what I am after. Simply send me the bills and I will 


OK. 


Hollywood has been okaying ever since. 

During the 1980s the cost of films has climbed 
nearly as quickly as the revenues: between 1984 and 
1988 the average cost of making a film soared from 
$14.5m to $20.7m. More complicated special effects 
have pushed up costs, but not as much as greedy 
actors, producers and directors. According to one 
studio finance director "each time we discover a 
new market, like European pay television, we think 
that all the revenues will go straight to the bottom 
line. Within a year the actors are asking for a share 
of that market—either implicitly or explicitly.” 

Novelists, pop stars and sitcom writers have 
learnt the same tricks. The result: a lot of rich enter- 
tainers. But as Jack Nicholson grins at his cashier, he 
should remember Bette Davis. Before she made a 
fuss about it, actors "belonged to the studios". They 
had to, because that was where the directors and the 
script-writers were. Once Miss Davis rumbled that it 
was the studios that needed the stars, not vice versa, 
the contract system broke down. 


tt * 
an unchanging 


Jumping Jack Cash 


THE ECONOMIST DECEMBER 23 1989 





The record business started by treating its stars 
badly too. "Have a cigar. You're going to go far. . . 
By the way which one's Pink?" sang the record-com- 
pany boss in Pink Floyd's "Welcome to the Ma- 
chine". In the 1960s and 1970s record companies 
were able to push pop stars into unwieldy contracts. 
Now there are accountants and lawyers to win bet- 
ter deals for the stars. Pink Floyd, who now look 
ominously like stockbrokers, have earned $56m 
over the past two years. 

Some talent is clever enough to strike its own 
deals. Executives at CBs Records speak tactfully of 
Mick Jagger's "marketing expertise". Mr Jagger, 
who once said that he would die rather than sing 
"Satisfaction" after 45, is now 46; he earned 
roughly $10,000 each time he broke that promise 
on the Rolling Stones’ autumn tour of North Amer- 
ica. Even if the tour had flopped, Mr Jagger would 
still have made money: that was the promoter's risk. 

Mr Jagger is something of an exception. Most 
talented people rely on agents to fight their corner 
for them. In Hollywood this usually means Mr Mi- 
chael Ovitz's Creative Artists' Agency (CAA), which 
last year reportedly earned $65m in fees. A journal- 
istic question about the secretive Mr Ovitz can si- 
lence even the most garrulous Hollywood mogul. 
CAA's list of clients includes more big stars than 
anybody else; it also has more top writers. 

The writers give Mr Ovitz control of the scripts, 
so he can offer studios package deals—for example, 
a script, a director and a brace of actors—on a take- 
it-or-leave-it basis. Several films, such as "Rain 
Man" and "Ghostbusters 2", have been "Ovitz" 
films, where all the main participants were CAA cli- 
ents. Studios blame Mr Ovitz—and actors love 
him—for contracts that give the talent both a guar- 
anteed front-end fee and a percentage of the film's 
gross income. 

Two attempts have been made to challenge Mr 
Ovitz. The first was by Mr David Puttnam, a British 
producer, who was head of Columbia for 18 event- 
ful months. Mr Puttnam refused to pay the going 
rate, picked fights with several stars and was forced 
out. "Ghostbusters 2", a film made after Mr 
Puttnam left and on terms he disapproved of, has 
earned a relatively disappointing $100m at the 
American box office. Mr Puttnam reckons that the 
studio's own profit has been less than $5m. 

Disney has been quieter and more successful. 
One reason that its films cost around 3096 less than 
its rivals is that it pays stars less. Recently, Barry 
Levinson, the director of "Rain Man’’, demanded 
$4m to direct a film. Disney refused to pay more 
than $1.5m, so Mr Levinson took the project else- 
where. The studio also picks stars who may be un- 





Talent remains the 
bugbear of the 
entertainment 
industry: it cant 
live without it, but 
it finds it difficult 


to live with it 


8) 8| 8| 8) |S) 5/8) 8) saae Sigle 


lizisi 








Creative Ovitz 


16 SURVEY THE ENTERTAINMENT INDUSTRY 








15 

10 

4 f i 
i 
y 

0 E l 


Irrational 
consumers and 
mad rules still 
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difficult 





dervalued: the latest recruit is Goldie Hawn. But 
Disney's best tactic has been finding the scripts it- 
self. It can then offer talent agencies take-it-or-leave- 
it-deals. But Disney does reward some talent well: its 
own. Mr Eisner was America's highest paid execu- 
tive in 1988, earning $40m in all. (He may be doing 
badly: if Messrs Guber and Peters are worth $700m 
to Sony, then the pricetag for Messrs Eisner, 
Katzenberg and Frank is probably $1 billion.) 

Will talent continue to hold Hollywood to ran- 
som? One theory is that as Hollywood gets more 
businesslike, it may also get more choosy about how 
much it pays. A collection of conservatively man- 
aged conglomerates will prove stiffer opponents for 
Mr Ovitz; they may even begin to cultivate talent 
and scriptwriters themselves, as Disney does. All 
very logical —and all very unlikely. Stars are still the 
best way (perhaps the only way) to guarantee an au- 
dience; and the stars get a better deal from the 
agents than they would from a studio. On past evi- 
dence, CAA is at least as good a script-picker as any 
mogul. Even if Mr Ovitz's touch deserted him, 
somebody else would replace him. The contract sys- 
tem will never return. 

In some ways, the more institutional and busi- 
nesslike the studios become the more powerful is 


talent—the "soul" in the entertainment machines. 
Well-organised talent, be it Rolling Stones Records 
Ltd, McCartney Productions Ltd or Salman 
Rushdie, will always make more money from feed- 
ing the new conglomerates' distribution machines 
than from joining them. Both George Lucas and 
Steven Spielberg have made enough money to set 
up fully integrated studios, if they wanted to. In- 
stead, they make deals where the studio takes most 
of the risk and the talent most of the profit. 

How far will this go? Some record-industry mo- 
guls say that it has got out of control. "The lunatics 
are running the asylum," says one. Gone are the 
days when a band could be forced to produce an 
album and four singles each year, as The Beatles 
once did. Today rock stars break deadlines without 
a whimper from the record companies. Why? Be- 
cause selling their records is still profitable— 
though, if it is true that Michael Jackson personally 
earned $2 a record for “Bad”, only marginally so. 

So the entertainment industry has found itself 
on the wrong side of the most painful form of car- 
tel—one that controls its raw material. As long as 
that continues—and there is no sign that it will 
weaken—it will be difficult to claim that entertain- 
ment has become less risky. 





Now try to sell it 


POILT but powerful actors are only one hazard 

of the entertainment industry. Entertainment 
strategists also have to cope with irrational consum- 
ers and interfering governments. Selling entertain- 
ment is as troublesome as making it. 

Consumers buy baked beans or cars in a ratio- 
nal way. Not so with entertainment. Apply the test 
to yourself: do you really plan your television-watch- 
ing to catch the best shows, or do you just switch on 
the box and flip around until you find something 
that is not too boring? When the advertisements ar- 
rive, do you press the zapper again? Consumers sim- 
ply do not like to be too disciplined about their 
relaxation. 

Even when the entertainment industry provides 
the consumer with what he "wants", he fails to buy 
it. As an example, consider narrowcasting (aiming 
TV programmes at particular groups). Poll after poll 
has told the entertainment industry that there is a 
market for more individual programmes. Yet, when 
they are provided, the consumer takes an enor- 
mously long time to bite. Around 6096 of America's 
homes have multi-channel cable television; around 
10m homes are even wired up for pay-per-view. Yet 
70% of the viewers stay glued to the three networks, 
all offering the same general entertainment. 

To be fair, the networks' share has eroded from 
over 9096 in 1970, but attempts to separate consum- 
ers out have been less successful than was hoped. 
One reason is loyalty to the networks; another is 
that customers like getting their Tv for nothing. But 
it is also because they are just too lazy to bother to 
think hard about what they want to watch. 

The real question many American homes 
should be asking is why they pay to take channels 
that they don't watch (fortunately for the cable pro- 


grammers they don't ask). Attempts to narrowcast 
in Europe and Japan (both of whose consumers are 
less cavalier than Americans about buying things 
they don't want) are running into the same prob- 
lems. The only audiences that look segmentable are 
those for sport, rock music and news channels. 


Governments are worse 
The consumer is maddening enough as it is without 
having government rules getting in the way as well. 
Take just two examples, currently hotly debated in 
Beverly Hills: America's Financial Interest and Syn- 
dication Rules (Fisk) and the European directive on 
broadcasting. Neither makes much sense. ` 

The Fisk, which were promulgated when the 
three networks (ABC, NBC, CBS) ruled the airwaves, 
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Spreading the word 

Top ten markets* for American major film studios, 1988 
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ban the networks from being able to make and own 
more than five hours of programming a week. The 
studios, led by the Motion Picture Association of 
America (MPAA), have lobbied furiously to keep it 
that way. The chairman of the MPAA, Mr Jack 
Valenti, argues that the FISR stop the networks from 
enforcing a "triz-monopoly". That may have been 
possible when the networks were the only three 
channels on a black-and-white Tv, but not now 
there are 20 different channels on the average 
American's zapper. As one studio boss admits, the 
networks might be able to squeeze smaller indepen- 
dent producers, but the big studios' interest is 
purely "historic greed”. 

In November 1990 the networks will be allowed 
to make more of their own programmes. Given the 
networks' own abysmal record at production, it is 
unlikely that anything much will change. The net- 
works also want a financial interest in programmes 
they show: that too could be given with the mini- 
mum of fuss, but probably will not be. 

America's rules at least have the excuse that 
they were made a long time ago. The French-in- 
spired European directive on broadcasting, signed 
in October 1989, does not. The directive, inappro- 
priately named "Television Without Frontiers", de- 
crees that "where practicable" European television 
stations should show more European-made pro- 
grammes than foreign ones. Mr Valenti labels it “a 
maimed, disabled theory which honours restriction 
above public choice." It has been added to Ameri- 
ca's list of trade disputes with Europe. 

France's defence of the quota is that it will pro- 
tect production in Europe and therefore safeguard 
European culture. This could have been better 
achieved by giving the money directly to local pro- 
ducers. But France's minister of culture, Mr Jack 
Lang, has been quoted as saying that the Commu- 
nity should do for culture what it is already doing 
for agriculture. Fortunately, many stations will find 
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the limit inoperable and break it—as the "where 
practicable" clause allows them to do. 

Both the Fisk and the European draft on broad- 
casting will eventually fade away into the obscurity 
that they deserve. Mr Al Sykes, the chairman of the 
Federal Communications Commission, reckons 
that “ʻa free market in entertainment is developing", 
and points to the countries in Europe and Asia that 
are busily deregulating. Television programmes may 
one day become as easy to sell as books and records 
are today. Even with current restrictions, it is difh- 
cult to feel too sorry for the visual-entertainment 
industry when the market is generally growing. But 
both the Fisk and the directive illustrate a simple 
truth: that, for all its popularity, entertainment re- 
mains an awkward and idiosyncratic industry. 





Facing up to the facts 


CCORDING to Mr Jack Valenti, "the enter- 
tainment industry flies on gossamer wings”. 
Too true. lt is easy to look at the industry and to 
decide that, yes, it is beginning to stabilise. The men 
in suits have brought in management skills and 
found some new ways to balance the different risks 
of the differing entertainment industries against 
each other. The superstructure is now more solid 
than it has ever been. 

That does not mean that it is solid enough. The 
manufacturing end of the industry will always rely 
on a body of mercurial people—worse, a body of 
people who are well positioned to grab as much of 
the profit as possible. Distribution will always be 
muddled by arbitrary rules and inert customers. 
Several billion consumer questionaires all replying 
"I know what | like and I like what I know” are not 
the basis for good marketing campaigns. 

As such, entertainment must be the worst busi- 
ness of all to which to try to apply grand designs. A 
bit like invading Russia, entertainment attracts the 
bold strategist, sucks him in, muddles him and fi- 
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nally defeats him. The new multi-media conglomer- 
ates, like Time Warner, and the software-hardware 
partnerships, like Sony-Columbia, have sound 
enough theories behind them. It remains to be seen 
whether they will work in practice. More than in 
almost any other business, their profitability will be 
only as good as the individual risk-takers in their 
subsidiaries. Trying to force through synergy could 
be more dangerous than helpful. 

In entertainment the biggest prizes still tend to 
fall to those who can gamble most and move quick- 
est. It still remains a business of taking bets—a per- 
sonal skill more difficult to transfer than stock pick- 
ing. At the conglomerate level, News Corporation 
without Mr Rupert Murdoch would be a frail imita- 
tion of itself; at the hit-picking level, Disney's studio 
without Mr Michael Eisner's team would suffer ac- 
cordingly. Nobody has yet built anything in enter- 
tainment that could not crumble in five years. 

That said, the entertainment industry as a 
whole will continue to prosper: its wings may be gos- 
samer, but the following wind is strong enough to 
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May the best man win 


carry it along. As long as people continue to live 
longer and get richer, entertainment will boom. 
And, as it does, its influence will increase. Already 
entertainment has surpassed religion as the master 
of man's emotions. 

Does it deserve that place and that influence? 
The simple answer is "No". The entertainment in- 
dustry still behaves like a bolshy teenager, unaware 
of its responsibilities. One of Hollywood's sternest 
critics, Mr David Puttnam, who produced the high- 
minded "Chariots of Fire" and "The Killing 
Fields", gives the example of studio bosses who 
make Rambo-type films and then return home to 
their increasingly security-ringed homes without 
making any connection between the two. Mr 
Puttnam gloomily compares the entertainment in- 
dustry to the Roman circus: the latter started as 
fairly routine entertainment, but, as it debauched 
into killings and massacres, so did the society that 
watched it. 

Mr Puttnam deliberately overstates his case, but 
he has a point. Few in the entertainment industry 
have any idea that they have a higher, more respon- 
sible role of the type that Louis B. Mayer occasion- 
ally said he believed in. The idea that their job is 
both a career and some form of vocation has passed 
them by. The result: Britain's gutter press, Hong- 
kong's karate flms and Guns n' Roses, an Ameri- 
can band, much beloved of teenagers, which sings 
among other things: "Immigrants and faggots, they 
make no sense to me. They come to our country and 
think they'll do as they please—like start a mini-Iran 
or spread some fucking disease.” 

As a character in Gore Vidal's new novel, “Hol- 


lywood”’, says: "What we invent, others reflect.” 
The problem is that the only thing worse than Guns 
n' Roses is censorship. At the moment the enter- 
tainment industry's chief defence of its ouput is that 
"it is what the market wants” (Roman circus-own- 
ers presumably said roughly the same thing). The 
market certainly remains the best way to regulate 
entertainment as a business. But the industry 
should accept that it has a social responsibility be- 
yond generating profits. 

There are three possible outcomes. First, Mr 
Puttnam's circus cycle will continue. The second is 
that eventually the entertainment industry's ex- 
cesses will promote the type of backlash represented 
by various senators' wives in America and Mary 
Whitehouse in Britain, and the industry will end up 
as a sterilised pap machine (remember the Hays Of- 
fice in the 1930s). The last—and the most prefera- 
ble—is that the entertainment industry will reform 
itself, perhaps encouraged by the threat of the sec- 
ond outcome. Already there are a few signs that it 
will: some film schools have even talked of forcing 
graduates to take an artistic “Hippocratic oath". 

There the entertainment industry is likely to re- 
main—both as a business and as an influence. It will 
always appear to be just on the point of growing up. 
An eternal Peter Pan industry, so fancy free that it 
never thinks sufficiently far ahead, whether it is 
gambling with investors' money or playing around 
with the human mind. If it matures as an industry 
then it will make a lot of rich men richer still; if it 
also stops merely playing to modern man's weaker 
emotions, then everybody will gain. 
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INTERNATIONAL 


Two more for democracy 





Latin America is moving on. In Chile on December 14th a Christian Demo- 
crat, Mr Patricio Aylwin (left), took the presidency in a first-round tri- 
umph, at the head of an untidy coalition, with the outgoing dictator cling- 


ing to relics of power. In Brazil the 
t 


second round of voting on December 


h D Y NE Mr Fernando Collor to sort out the enormous country's 


enormous pro 


FTER 16 years in cold storage, Chilean 
politics came out of the freezer on De- 
cember 14th undamaged but not un- 
changed. Their recent violent history has 
sent Chileans flocking towards moderation. 
-hey voted decisively not so much for a 
.-ader as for a quiet transition to democracy. 
Mr Patricio Aylwin, the winner, is a 71- 
year-old lawyer, adamantly opposed to the 
outgoing dictator, General Augusto Pino- 
chet. He gathered 55.2% of the valid votes, 
against 29.496 for Mr Hernan Buchi, the dic- 
tator's heir, and 15.496 for the erratic busi- 
nessman who ran third. In 1973, when Gen- 
eral Pinochet seized power, Mr Aylwin was 
equally opposed to the then Marxist govern- 
ment of Salvador Allende. This time he had 
the left's support; but his Christian Demo- 
crats hold the centre. They won nearly a 
third of the seats in both the upper and 
lower houses of Congress in the elections 
held with the presidential poll. 

On the right, a new authoritarian brand 
has emerged, the Independent Democratic 
Union (Upi), proud heirs of the past 16 years 
of military dictatorship and ultra-liberal eco- 
nomic policies. The people rejected them 
but, thanks to the convoluted voting sys- 
tem, they have more seats than their votes 
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lems. Our correspondents report, first from Santiago 


warrant. Their leader, Mr Jaime Guzman, 
was elected as one of Santiago's four sena- 
tors with 244,000 votes; the respected So- 
cialist leader, Mr Ricardo Lagos, failed to be 
elected although he got 399,000 votes. 

This electoral contortion was the legacy 
of General Pinochet, who never liked de- 
mocracy (although he honourably acknowl- 
edged his defeat). A rival right-wing group, 
National Renewal, won three times as many 
votes by advocating free-market policies 
without authoritarian backing. Mr Aylwin 
will need, and probably get, its support in 
the Senate. 

The left, too, has changed since 1973. 
Its leaders used to use "social democrat” as a 
term of abuse. Now most left-wingers aspire 
to real democracy and moderate socialism, 
and after fragmenting in opposition are now 
reuniting, perhaps under the leadership of 
Mr Lagos. Only the old Communist party 
remains true to its dogmas—and it has lost 
much support since the beginning of the 
1980s, when its exiled leaders began to ad- 
vocate armed revolution. 

President-elect Aylwin can expect a 
longish honeymoon, provided he works to 
reform the most authoritarian aspects of the 
constitution. For this he needs decisive ma- 


jorities in both houses of Congress. In the 
Senate his alliance of parties has 22 seats, — 
against 16 for the right-wingers; he would be 
able to carry the House but for the presence 
of nine senators nominated by the outgoing — 
regime (who will be joined, on his with- — 
drawal from the presidency, by General Pi- — 
nochet himself). Yet enough National Re- 
newal senators will probably back Mr 
Aylwin’s democratic reforms, which will in- 
clude reducing the president's powers in fa- 
vour of Congress, getting rid of the non- 
elected senators, installing direct elections — 
for local government officials, and reform- __ 
ing the judicial system. | 

Chile's businessmen were happy with a — 
result which gives the traditional right a — 
solid block in Congress, while the far left did — 
rather badly. Shares went up the day after 
the poll, and the "unofficial" price of the 
dollar dropped. Mr Aylwin and his soon-to- — 
be finance minister, Mr Alejandro Foxley, 
have sworn to leave the economy pretty — 
much alone. In exchange, businessmen  . 
agree, grumbling, that they would not go — 
broke if they paid better wages and a bit 
more taxes to finance social programmes. — 
Leaders of industry will be talking to the 
unions about labour-law reforms. 

Mr Aylwin needs to meet the expecta- 
tions his election campaign provoked - 
among the poor. Mr Foxley has some quick | 
fixes up his sleeve—youth-training schemes, 
urgently-needed medical supplies for state — 
hospitals and clinics, a crash housing pro- - 
gramme for overcrowded Santiago. * 

But the president-elect’s single most im- — 
portant task is to work out a modus vivendi 
with the armed forces. General Pinochet's. 
do-it-himself constitution established a na- 
tional security council with, in theory, wide - 
powers to supervise the president. Its four 
members are the commanders of the armed — 
services. The navy and the air force mostly — 
want to forget politics for a while; their com- — 
manders plan to retire before the new gov- — 
ernment takes over, in March. General 
Rodolfo Stange, the police commander, got - 
his job much more recently and wants to 
stay; the Aylwin government will be happy — 
to work with him. 2 

The problem is the army commander. 
The constitution gives General Pinochet the 
right to have and hold that job for eight 
more years, in his self-appointed role as 
guardian of the constitution. If Mr Aylwin — 
tries to ignore the general, he risks seeing his _ 
own authority over the army diminished or 
even challenged. If the new president con- — 
fronts the old man head on, the soldiers may 
close ranks around their chief. u 

Mr Aylwin naturally wants General Pi- — 
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ake his leave quietly may mean compro- 
ises, particularly on the fate of other offi- 
who face trial for crimes committed in 
e dictator's service. Allowing abuses to go 
unished would set an awkward prece- 
dent for army discipline. Mr Aylwin is going 
need all his lawyerly skills to find a 
promise. | 


| Collor's 
UR BRAZIL CORRESPONDENT 


2 JSINESSMEN heaved a sigh of relief, 
and so did Brazil’s overseas creditors. 
ckmarkets soared, the black-market dol- 
slumped, as Brazilian voters chose the 
-of-centre Mr Fernando Collor de 
as their next president, by. a margin 
vill probably be 4% when the final cal- 
ons are. done. The man who lost was a 
alist, Mr Luis Inacio da Silva, known as 
4, whose last-minute run up the opinion 
$ had given the people of property a 
Their relief may be short-lived. Even 
ts en alarming standards, Brazil is fast 
ading into a. supercrisis of hyperinflation. 
-Mr Collor is 40, and was once a karate 
ch: mpion; his previous political experience 
was in administering a. poor north-eastern 
state. He has little time to stitch together a 
uch-needed ^ government “of | national 
reconciliation. The outgoing president, Mr 
lose Sarney, has offered to-step down early 
but a constitutional amendment would be 
needed). The aim would be to let Mr Collor 
ake a start in January on tackling inflation, 
hich is already running at an annual rate of 
00%. One Brazilian bank prediets that it 
ll be double that early in 1990. 
The president-elect would rather wait 
the outgoing administration to carry 
ugh an unpopular devaluation of the 
ency before his inauguration in March. 
inwhile Mr Collor is bidding for na- 
nal unity. He has offered government 
bs to his defeated opponents, and prom- 
| that austerity will hit the privileged a and 
rest alike. 
Mt Collor is also pre to announce 
payments of foreign debt will be limited 
ixed. percentage of Gop. The debt is 
$1 10 billion; for six months Brazil has 
making no payments, and debt certifi- 
are now trading at only 2296 of their 
value. Imports have soared, exports 














t—has dwindled by : 





e starting to dry up. 


:y reserves of more than $ 


ng the soldiers to persuade thelr chief 


dropped, so the trade surplus—huge ` 
| quarter, to 
$16. billion, and. short-term credit oe 


barrier against a Brazilian Pur is 
| $7 billion, - 
fident the ae will. 


r omic. advisers have Versi 


3 promised-a an ‘indefined ' ‘credibility shock” i 


on his first day in office. 

The president-elect talks of broad struc- 
tural reforms. He plans to raise $18 billion 
by selling off state companies, and to save 
another $6 billion by pruning the number of 
ministries from 23 to 12. He would like to 
rescind central-government guarantees on 
foreign-debt contracts and force lenders to 
negotiate with the original borrowers; this, 
he thinks, would squeeze another $11 bil- 
lion out of creditors. 

This pleases Brazil's businessmen, but 
the small print of Mr Collor’s manifesto 


cancels their pleasure. A north-eastern poli- — 
tician accustomed to splashing out govern- . 


ment cash, he will have to face the tax-pay- 
ersofthe industrial south, tired of waste and 


keenest supporters, he needs to raise $94 bil- 


of Brazil’s industrial workers and the largest 
trade union federation, will make hay in the 
recession that is inevitable if Brazil s econ- 
omy isto be put in order. 

There is bound to be trouble with Bra- 
zil’s congress. For any radical reform, Mr 


Collor will need cross-party support. But a 


congressional election is due in October. 
The Workers’ party, Lula's lot, confidently 


expects to win at least 150 seats, and will not — 


want to be caught co-operating with the ene- 
my meanwhile. Mr Collor’s fledgling Na- 
tional Reconstruction party has a mere 24 
seats in the existing house, and little muscle. 


To make up for their party's weakness in - 


congress, Mr Collor's aides are wooing 
church leaders, unions and the left. The new 
administration plans two economic "super- 
ministries", for which several businessmen 
are hotly tipped. 

Those prone to gloom— Brazil has 
plenty of them—fear that Mr Collor may 
have to increase the role of the armed forces 
in government, since a president without a 
real party has nowhere else to look for firm 
support. The last Brazilian president to win 
office by appealing with populist rhetoric 
over the heads of the established parties was 
Mr Janio Quadros, elected in 1960; seven 


months later, in despair at congressional ob- 
struction, he gave up the job, discrediting 


democracy, and paving the way for the mili- 
tary coup of 1964. 


` As the election excitement die down, | 


the sincerest thanksgivers : may be the lead- 


ers of the Workers’ party. They face an eas- 
ier job in opposition than they could have 


had in office. Giant Brazil is in its demo- 
cratic apprenticeship; the socialists are sure 


their time will come. 


| Mozambique - E 


Peace, perhaps - 


_ opened. But it is not safe to travel even a few 
Gu miles outside Maputo. _ 
lion, and suggests he will do so by tax iw 
creases. Mr Luis Carlos Bresser Pereira, a. 
former finance minister, reckons that means ... - 
a 65% tax increase in the first year, Lula's — 
disappointed supporters, who incltide most. 


tacks, 





FROM OUR SPECIAL CORRESPONDENT IN MAPUTO 


HERE are more cars on Maputo’ s pot- 

holed roads, more goods in the shops, 
more food in, the markets. Hotels bustle 
with foreign businessmen and—even 
more—-aid workers. The visitor might con- 
clude that Mozambique’s economy, one of 
the world's poorest, is on the mend. It isn't. 

Recovery is largely confined to pockets - 


‘around. the main cities—Maputo and 
- Beira—and to some provincial capitals. The 


Beira corridor, which gives Zimbabwe direct 


` -access to the Indian Ocean, is handling 
favouritism. If he is to deliver on campaign .- 
promises of social spending for. the rural 
workers and slum-dwellers who were his 


more traffic; the northern railway: 
the. port of Nacala with Malawi 






TE- 


‘A businessman gives warning that th 


, ^ security situation in the. countryside .has | 
never been more precarious. Lonrho, the 
London-based firm that is adventurously in- 
vesting in Mozambique, reports 
increase in attacks on its farms by the Mo- 


marked 





zambique National Resistance (Renamo). 
Government supporters retort that the war 
is well and truly stalemated. 

Stalemated or not, its impact cannot be 
exaggerated. Last year the government put 
the financial cost so far at $3 billion—more 
than double the country’s annual apr. The 
United Nations reckons it is nearer $15 bil- 
lion. War-related civilian deaths are esti- 


mated at 900,000. Over a third of Mozam- 


bique's people have been displaced. More 
than a million people, 776 of the population, 
are refugees in neighbouring territories, 
120,000 of them in poor, overpopulated 
Malawi. In the words of an aid worker: 
“Two generations have been lost to war, 
famine and illiteracy.” : 

Until the 12-year-old war is settled, ecu 
nomic recovery will be no more than skin- 
deep. That is why the government has reluc- 
tantly begun to talk peace with Renamo. It 
insists that the exploratory talks which be- 
gan in August are deadlocked, with the two 
sides wide apart on core issues. But spokes- 
men for the two mediators, Presidents Dan- 
iel arap Moi of Kenya and Robert Mugabe 
of Zimbabwe, report good progress. 

Such talk alarms Mozambique's govern- 
ment. It has long been: suspicious. of Presi- 
dent Moi, accusing his representative at the 
talks of openly sympathising with Renamo. 
The government also fears that Zimbabwe, 


with up to 10,000 troops guarding its Beira - 
lifeline, has lost its stomach for the fight. Mr. 
. Mugabe recently promised to withdraw his 


troops immediately a peace agreement is 


. reached; Zimbabweans worry about the cost 


of the war and of Renamo's cross-border at- 


which- have | killed some 43 | 










Jigging for victory 


Mr Mugabe owes much to Mozam- 
bique’s ruling Frelimo party for the support 
it gave him during his struggle against white 
rule. But he no longer believes a military so- 
lution is on the cards in Mozambique. His 
recent conversion to the peace cause coin- 
cides with declining support for Frelimo 
from its other main backers, Russia, Cuba 
and East Germany, all of whom, under- 
standably preoccupied with events nearer 
home, are pushing President Joaquim Chis- 
sano to negotiate. 

Renamo is also feeling a little lonelier 
than it used to. Its main backer, South Af- 
rica, insists it no longer supports the rebels, 
and Mr Chissano says he accepts this (al- 
though some senior Frelimo officials ques- 
tion South Africa's capacity to control its 
securocrats and freelance operators). 

Renamo's critics say it has no identity of 

s own. lt was created in the late 1970s by 
wie Smith regime in white-ruled Rhodesia, 
and then taken over by the South African 
government. Whether, or to what extent, 
this connection still exists nobody really 
knows. Anyway, the rebel leader, Mr 
Afonso Dhlakama, held a congress earlier in 
1989 which called for an end to Marxism in 
Mozambique and a multi-party election for a 
constituent assembly. The ruling party is 
drawing up a new constitution with free 
elections which would allow Renamo candi- 
dates to stand as independents, though not 
under their movement’s banner. Richly 
ironic is the pressure on Mr Chissano from 
President Moi, the mediator, who heads a 
one-party state at home and wants a multi- 
party solution for Mozambique. 

Some of Frelimo’s military commanders 
believe the war can still be won. Their 
poorly paid, underfed, ill-equipped troops 
may doubt it. The government claims to 
have 60,000 troops against Renamo’s 
20,000; but in such a huge country, with ru- 
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dimentary communications, rebels can of- 
ten win. 

For its part, the West still seems commit- 
ted to President Chissano—the free world's 
favourite communist, after Mr Gorbachev. 
Western donors are pumping $800m a year 
into Mozambique and will be giving $900m 
annually over the next five years. But little 
aid can get to the countryside where it is 
most needed, so there are ominous signs of 
donor fatigue. "Aid is meant to create a self- 
sustaining economy, ' says a western diplo- 
mat, "but that isn't happening. We are 
merely keeping the ship afloat.” 

The quickest relief will come from an 
end to a war of which all are weary. The gov- 
ernment says it is confident that Renamo, 
outside some pockets of support in the 
north and east, would be heavily defeated in 
any reasonably free election. That may be 
right or wrong. But if President Chissano 
can convince his military hardliners of it, he 
may yet plump for multi-party democracy. 





African debt 
Forgive, don't 
forget 


OOR African countries, and their do- 

nors and creditors, have made "surpris- 
ingly rapid progress” in dealing with the re- 
gion's debt difficulties. This assessment by 
the World Bank (in its 1989-90 World Debt 
Tables, published this week) is the most up- 
beat for years—but by no means the end of 
the story. 

Of the 44 countries of black Africa, 
more than half are severely indebted and 
have economies that are structurally weak: 
they depend heavily on volatile primary 


commodities for exports, their populations 
are growing fast, they are acutely short of 
skilled people and have low levels of invest- 
ment. Private banks do not readily lend to 
them. They owe 85% of their $80 billion 
debt to foreign governments and multilat- 
eral agencies such as the Bank itself. This 
makes debt relief easier than in Latin Amer- 
ica or Eastern Europe, where private inter- 
ests are more deeply involved. 

The reason for optimism is that more 
and more African governments have been 
willing to face reality and impose unpopular 
structural-adjustment programmes. Twenty- 


two countries are therefore now eligible for — 


the World Bank's three-year Special Pro- 
gramme of Assistance for Africa (SPA), 
launched two years ago. This programme 
provides help at very low rates of interest for 


quick disbursal in countries that undertake 1 


adjustment programmes. 

Twelve African countries have resched- 
uled their debts with official creditors on so- 
called Toronto terms. This means interest 
savings of only $50m in 1989 (total interest 
payments are estimated at $3.8 billion) but 
the build-up of debt is slowed, and cash-flow 
savings gradually increase. 

At the end of 1988 sub-Saharan Africa's 
foreign debt was thought to be $139 billion, 
of which Nigeria accounted for 2296 and 
Ivory Coast 1096. The Bank reckons that 
rose to $143 billion during 1989, mainly be- 
cause official lenders lent the region more. 
During the 1980s, official creditors can- 


celled $1.6 billion of debts owed by bissl 


Africa. The biggest forgivers were Canada, 
West Germany, Britain and Denmark, 


which accounted for 85% of debt cancella- 


tion. Canada's $566m forgiveness was by far 
the largest. 


giveness plans were fully implemented, the 
region's debt would be reduced by some $5 


billion-6 billion, or 8% of its outstanding : 


debt. This would leave it owing the equiva- 


lent of 106% of its annual GDP. It owed only — 


28% of Gpr in 1980. 


The sombre reality is that Africa's debt - 


The Bank believes that if all debt-for- — 


crisis has indeed eased—a bit—since 1986. - 


But African governments must maintain rig- — 


orous adjustment programmes; donors must 


keep up the flow of aid and debt relief. With — 


Eastern Europe crying for help, it would be. - 


easy to forget poor Africa. The work must - 


go on well into the 1990s. 





Sudan 


Déjà vu 


HE military government that briefly 
promised to halt Sudan's headlong 


plunge is now leading the country deeper 4 


into political crisis, civil war and famine. 


Major-General Omar el Bashir and his 15- 
69 
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man junta were seen first as inexperienced 
muddlers. They are now widely regarded as 
oppressors to be swept away. 
When the soldiers emerged from obscu- 

ity in June to overthrow the fumbling prime 
minister, Mr Sadiq el Mahdi, they were care- 
ful to camouflage their politics, jailing the 
eaders of all three leading parties, including 
Mr Hassan el Turabi, the leader of the Na- 
tional Islamic Front (NiF). But glimpses of Is- 
lamic garb were seen, fleetingly, beneath the 
khaki. The camouflage has slipped. 

— On December 7th the junta said that 
e judiciary should begin to implement Is- 
lami law, the sharia, which allows for penal- 
ries such as the amputation of convicts’ 
hands and feet. The sharia, introduced by a 
previous dictator, was suspended but not 
abrogated by Mr Sadiq el Mahdi's elected 
government. By reactivating it, the junta has 
-reawakened the revolt by the non-Muslim 
southerners of the Sudan Peoples’ Libera- 
tion Army (SPLA). 
— In the capital, Khartoum, the atmo- 
sphere is depressingly reminiscent of Mr 
N eiri's last days. The junta is opposed 
p ly because of suspicions, now con- 
irmed, that it is too militantly Islamic, 
partly because people resent living under a 
P manent state of emergency. Unrest 
grows as the prices of essentials rise. Several 
students have been shot dead by police dur- 
a ag anti-government demonstrations. The 

ional Democratic Alliance, which 

groups 60 associations banned under the 
fa rgency laws, says it will oppose the mili- 
tary regime until it quits. Similar action by 
the NDA helped to bring Mr Numeiri down. 
General Bashir has said that the junta 
"destroy anyone who stands in the 
yay... and amputate those who betray the 
i ion.” One leader of a doctors’ strike, Dr 
amoun Mohamed Hussein, has been con- 
-demned to death by an emergency court, a 
ie ond to 15 years jail. A prosperous mer- 
d ant has been hanged, despite diplomatic 
protests, for illegal possession of a small 
amount of foreign currency. Amnesty Inter- 
national says the government is holding 
1 more than 150 political prisoners; the gov- 
‘ernment admits only to ten “communists or 
leftists”. Mr Sadiq el Mahdi is still detained. 
For the moment, the army keeps Gen- 
al Bashir in power. That may not last. Af- 
ter a five-month lull, the junta's policies 
have forced ill-equipped soldiers back into 
he civil war in the south, where they do not 
want to fight and cannot win. The reimposi- 
tion of the sharia rules out any settlement. 
The latest round of peace talks with the 
SPLA, held in Nairobi (under the auspices of 
EE resident Jimmy Carter) in early Decem- 
, broke down. The rebels insisted that 
e sharia be suspended and the state of 
emergency lifted to allow a ceasefire and a 
constitutional conference; they also dis- 
missed the junta's plan for a federal system 
which would allow the south to opt out of 


-— 


*. 
E bí 
j 


ai 





the sharia. 

Sharp fighting is reported near the Ethi- 
opian border, across which the rebels re- 
ceive arms and reinforcements; the army, 
sometimes practically immobilised for lack 
of fuel and ammunition, is said to have re- 
ceived a contribution from Libya. The har- 
vest has been poor and in some areas food 
will begin to run out in the next two 
months. The famine in 1988 may have 
claimed 250,000 lives in the south. 

Western aid agencies, co-ordinated by 
the United Nations, had hoped to deliver 
100,000 tonnes of food to the war zone in 
1989. Transport was halted in November, 
when the government banned traffic to the 
south, and bandits (perhaps sPLA men) 
killed several drivers bringing trucks from 
Kenya. Amnesty International condemns 
the widespread torture and killing of black 
southern civilians; it says most blame atta- 
chés to the Sudanese army and its allies in 
the Muslim tribal militias that it arms. A dic- 
tatorship that cannot control its own killers 
can hardly claim to rule a nation. 





Colombia 


He made their 
day 


Y KILLING one of the richest and 

deadliest members of the "Medellin 
cartel", Gonzalo Rodriguez Gacha, on De- 
cember 15th, Colombia's government won 
a notable victory over the drug-traffickers 
who have been trying to take it over. It had 
lately suffered two defeats, and narrowly 
fended off two more. 

The government's war was launched by 
President Virgilio Barco in August, after the 
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traffickers had murdered one of the coun- 
try's most popular politicians, Luis Carlos 
Galan. It has got stiffer since. The authori- 
ties started by seizing 20 estates belonging to 
Rodriguez Gacha. In November police 
found $6.2m in banknotes hidden near his 
home town, Pacho. In early December an in- 
ternational operation froze $61m of his 
bank deposits. The government offered a re- 
ward of $233,000 for information leading to 
his capture, and extradited to the United 
States the man in charge of his cocaine ship- 
ments, Mr Jose Abello, 

The pressure worked. Rodriguez Gacha 
had to handle a cocaine shipment from a 
Caribbean port himself. Informants spied 
on him. At the same time his 17-year-old 
son, Freddy, released from detention, unwit- 
tingly led police to his father. In the ensuing 
shoot-out, father, son and a squad of body- 
guards died. Rodriguez Gacha was promptly 
buried in a pauper's grave. The body wa 
later exhumed and taken to Pacho, wher 
15,000 people turned out to pay their last 
respects to the godfather. 

The chief of the security police, General 
Miguel Maza, described Rodriguez Gacha's 
death as “the best Christmas present the po- 
lice could give Colombia and the world". 
On December 6th a bomb had wrecked 
General Maza's headquarters and killed 63 
people. Ten days earlier a Boeing 727 of the 
Colombian airline Avianca had been blown 
apart by a bomb, killing 111 people. There 
were calls for President Barco’s resignation, 
which he quickly rejected. 

Mr Barco’s men avoided two other set- 
backs. Members of Colombia's Congress 
proposed holding a referendum on extradi- 
tion of drug-traffickers to the United States, 
which the gangsters would have tried to in- 
fluence by mass terrorism. This was blocked 
when Mr Barco's friends in the lower house 
stayed away and deprived it of the necessary 
quorum. An attempt by the traffickers t 
blow up Congress was foiled when a lort, 
containing 3,000lb of plastic explosives was 
stopped by police. 

The anti-drug campaign is having some 
effect. The price of cocaine has risen in Mi- 
ami; clandestine flights by small aircraft 
from Colombia to the east coast of the 
United States have almost stopped. But the 
war is not won in Colombia, and there are 
fears it may spread to the United States. On 
December 16th Judge Robert Vance, who 
has been hearing drug cases, was killed by a 
pipe-bomb sent through the post; it was not 
clear whether this and other attacks on 
southern judges and lawyers were mounted 
by racists or drug gangsters. 

If Rodriguez Gacha owned more than 
his frozen $61m, as seems likely, a lot of peo- 
ple will want to get their hands on it. They 
will not be polite about the methods they 


use. With any luck, the drug traffickers will 
be fighting each other again. 





JAPAN'S SUPERCARS 


The next samurai 


In their drive upmarket, Japan's carmakers have set their sights on the ulti- 
mate prize in the motor industry: to break into the supercar league 


UCKED away neatly in’ garages, Mr 
Nobuhiko Kawamoto, a Honda man- 
aging director responsible for research and 
‘evelopment, has a little collection of mo- 
oring history: a Porsche 356, a Triumph TR3 
and a 1935 Lagonda. At a test track about 
60 miles north of Tokyo, Mr Kawamoto has 
been busy testing another car, codenamed 
the Ns-x (above). This is a motoring legend 
in the making—a Japanese supercar. 

Having conquered the markets for small 
and medium-sized cars, Japanese carmakers 
are now making an aggressive push into the 
luxury end of the business. They are launch- 
ing new cars that rival America’s Cadillacs 
and Lincolns and Europe’s Mercedes, BMWs 
and Jaguars. But Japan’s carmakers are not 
stopping there. The Ns-x is the first of a new 
breed of Japanese car designed to compete 
with the fastest and sexiest cars in the world. 
These will be the cars from Japan that take 
on the likes of Ferrari and Porsche. 

Japan's supercars will serve as flagships 
to build new and racy images. The three big- 
gest Japanese manufacturers have already in- 
vented new brand names in order to sell 
their luxury cars. They are also opening sep- 
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arate dealerships across America to special- 
ise in the upper end of the market. The Ns-x 
will be the top of the "Acura" range, which 
is Honda's new luxury and high-perfor- 
mance car division in America. Toyota and 
Nissan also have new marques, “Lexus” and 
"Infiniti" respectively. Supercars are also 
expected from these manufacturers. Nissan 
has been working on a Ferrari-like car called 
the Mid-4. Toyota, the biggest Japanese 
manufacturer, has a racer under develop- 
ment with a top speed above 180mph. 
Japan's supercars will be more than fast. 
They will be stuffed with the highest tech- 
nology and will cost a lot less than the 
Porsches, Ferraris, Lamborghinis and 
Lotuses that they will attempt to see off the 
road. Even then, muscling into the supercar 
league is going to be tough for Japan. For a 
start, the supercar trade runs by an odd set 
of rules. Building lots of supercars with effi- 
cient production techniques, so that they 
can be priced below their rivals while offer- 
ing more features, may make sense in To- 
kyo; it does not in Maranello, the Italian 
home of Ferrari. Demand from California 
alone exceeds Ferrari's production of only 





4,000 cars a vear. 

Part of the supercar magic is scarcity of 
supply, which inflates the price and adds to 
the snob value. Try ordering a £120,000 
($190,000) Aston Martin Virage from the 
firm's tiny factory in the Buckinghamshire 
market town of Newport Pagnell, where no 
more than half-a-dozen of the new British 
supercars will be hand-built each week. You 
will be lucky to take delivery before the end 
of 1992. So why not jump the queue and of- 
fer to buy one from somebody who is about 
to take delivery by offering a premium above 
the list price? You might start by doubling 
your offer. Recently, Porsche's top-of-the- 
range 959 was privately advertised for twice 
its DM420,000 ($230,000) list price—before 
the first models had even been delivered. 

Established supercar makers are aloof 
because they ride on some of the biggest 
egos in the business, with images that have 
evolved over generations. They are led by of- 
ten eccentric individuals, rather than cor- 
porations, with their minds firmly on the 
racing circuit. Or rather, they used to be. 
Fiat now owns Ferrari; General Motors 
owns Lotus; Ford, Aston Martin; and 
Chrysler, Lamborghini. Under the new 
ownership of multinationals, the supercar 
makers are being run at arm's length in or- 
der not to spoil their individualism or 
magic. 

Lessons from the race track 
The Japanese have a long way to go in trying 
to build similar supercar images from the 


bottom up—especially with new brand 
names. So what chance is there of making a 
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JAPAN'S SUPERCARS 


Ferrari out of a Toyota? Actually, a good 
one. 
Honda, long the maverick among the 
Japanese carmakers, looks like being first 
away with the Ns-x. Honda has already 
thrashed Ferrari and Porsche on the Grand 
Prix circuit with Honda-powered Formula i 
racing cars. Not a bad start, and one which 
Honda will not fail to capitalise upon. Al- 
though Mr Kawamoto admits that “a real 
sports car is a new experience for us”, the 
company is learning from specialists in the 
field “including our Formula 1 drivers.” 

The Ns-x (the initials simply stand for 
"new sports-car—experimental’’) is "a very 
special car for Honda", says Mr Tadashi 
Kume, the company's president who began 
his career with Honda as a trackside motor- 
racing engineer. Honda is planning to invest 
some Y 10 billion ($70m) to produce the Ns- 
X. Production may reach 6,000 cars a year— 
huge by supercar standards. The Ns-x is due 
to go on sale in the United States in the 
summer of 1990, with a European launch 
some six months later. About half the Ns-x 
production will be exported to America, 
where the car is expected to be priced at 
about $60,000. 

The first thing any Japanese supercar 
will be judged on is the finer points of its 



































When I was a lad 


EMEMBER those nippy, wind-in-hair 

two-seater sports cars, like an MGB or 
Triumph Spitfire, which barely a decade 
ago cost little more than an ordinary car? 
Now they are collectors’ items. With in- 
creasing development and production 
costs such cars were largelv replaced by 
"GTI" and turbocharged versions of small 
saloons. Japan's Mazda has proved that it 
is still possible for carmakers to deliver a 
shot of racing blood at a low price with 
what one wag described as “the best Brit- 
ish sports car the Japanese have ever 
built." 

The car, the Mx-5 Miata, is a little two- 
seater with an open top and rounded 
edges, reminiscent of British-built Lotus 
Elans of old—several of which Mazda ad- 
mits taking apart for "reference". Within 
weeks of the Miata's introduction in 
America this summer, dealers across the 
country were begging for more and charg- 
ing a premium to buyers trying to jump 
waiting-lists. 

With a base-price of $13,800 (rising to 
almost $20,000 with fancy extras), the 
Miata appeals not only to voung buyers. 
As most of America's baby-boomers are 
now raising families and need more practi- 
cal forms of transport, like saloons and 
minivans, an "affordable" sports car can 
serve as a second or third car. The pur- 
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The fastest Honda 








handling and performance. The immediate 
suspicion will be of a dreamy-looking car 
with not much more than a turbo-charged 
family saloon under the skin. Any such no- 
tions should be dismissed, quickly. Techni- 
cally, the Ns-x has fine form. It will be fitted 
with a 3-litre unturbocharged 24-valve vé 
engine that uses variable valve-timing and 
lift—a device that combines racing-car per- 
formance with the ability to dawdle 
untemperamentally in traffic jams (see box). 
The engine will be mounted transversely in 
a lightweight aluminium body. The Ns-x is 
good for well over 150mph and can acceler- 
ate from 0-60mph in less than six seconds. It 
also looks the part. 

Mr Kawamoto has added other ingredi- 
ents. "The car should accommodate a wide 
range of driving ability without placing un- 
necessary tensions upon a driver," he says. 
That is engineer-speak for “here is a 
supercar your grandmother can drive." 
Aha, the aficionados will cry: so this i 
where Japan may stall. Comfy suspension 
and forgiving handling usually do not add 
up to exciting driving, which is what 
supercars are all about. 

Some people who have actually been be- 
hind the wheel of a prototype NS-x have not 
found the experience boring. Mr Kevin 





chase price, running costs and insurance 
rates have deliberately been kept low by 
avoiding sophisticated technology and by 
using a modest 1.6-litre engine. 

About 20,000 Miatas were exported to 
America in 1989 from Mazda's factory at 
Hiroshima. In 1990 the American figure 
should reach 40,000, out of a total of 
60,000. Even though Mazda, in which 
Ford has a 2596 stake, cautiously plans to 
hold volumes low—just in case the Miata 
turns out to be a flash in the pan—it 
shows how conventional carmakers can 


Make mine a Miata 





afford to enter niche markets. 


TETEHI 





In fact, Mazda’s chairman, Mr Kenichi 


Yamamoto, reckons that mass-produced 
cars are a thing of the past, because cus- 
tomers are demanding more diversity. He 
hopes to steer Mazda's future as the 
builder of cars aimed at lots of niches in 
the market. That means aiming at markets 
more precisely: the Miata was designed for 
America, with the original concept and 
styling coming from Mazda's American 
R&D centre in Irvine, California. Odd 
that General Motors doesn't do the same. 
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Radley, of America’s Ward Automotive 
International, said after a quick spin: “The 
NSX tracks true on the handling circuit, al- 
lowing the driver to have fun on the first 
lap." Mr Gavin Green, editor of Britain's 
Car magazine, said: "Some supercars tend 
to be a bit cantankerous. The NS-X was easy, 
but still thrilling to drive.” 

There is little reason to think that other 
Japanese manufacturers will produce less- 
worthy supercars. Toyota is working on a 
prototype called the 4500 GT. Company offi- 
cials hint that the car, or something very 
similar to it, will make it into production. 
Like Honda's Ns-x, the 4500 GT also tries to 
tame brute force without having to “patron- 
ise its pilot". The brief Toyota's engi- 
neers are working on is to produce a 
modern sports car with a top speed of 
at least 180mph. But the car “must 
also be perfectly suited to normal ur- 
han traffic" and have enough space 

x two adults, two children and lug- 
gage. Hardly the brief Ferrari fol- 
lowed in designing its fearsome, lim- 
ited-edition, 200mph rao. This car is 
so highly-strung that it requires a test- 
ing amount of concentration to drive 
it on long journeys. Two people can 
just about squeeze inside—uncom- 
fortably. No luxury here: no carpets, 
not even interior door handles—and 
all for more than $1.6m (second- 
hand—they were just $198,000 new). 

After lots of wind-tunnel tests, 
Toyota's engineers came up with a 
bullet-shaped body for their family supercar. 
This not only provided the most space, but 
also reduced its tendency to take off at 
speed. Many cars use "spoilers" to alter 
their aerodynamics and keep themselves 
firmly on the road, but the Toyota engineers 
wanted to avoid sticking fins on to their new 
baby. So they gave the 4500 GT a tapered 

ose and an abruptly flattened back. This 
 roduces a nondifting airflow, and has the 
advantage of giving the car a distinctive 
shape. Toyota is anxious not to be seen 
cloning the shape of other supercars. 

Apart from its styling, the 4500 GT also 
shows off some of the new technologies that 
Japanese manufacturers will include in fu- 
ture vehicles, not just supercars. The car has 
a five-valves-per-cylinder engine and a six- 
speed gearbox. Handling is aided by sensors 
that constantly measure the state of the ride 
and, under computer control, adjust the sus- 
pension and four-wheel steering. Even the 
sun visor is high-tech. It consists of liquid 
crystals, embedded into the windscreen, 
which can be switched on to darken in 
bright sunshine. 


The image makers 

Like Honda's supercar, Toyota's could also 
be used as the flagship for its new luxury and 
performance range. Toyota has already 
spent six years and more than $500m in 
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bringing its Lexus division to market. The 
new Lexus models are being assembled in Ja- 
pan at Toyota's Tahara plant, near Nagoya. 
Production began with the upmarket 15400. 
At around $35,000, the 120mph Ls400 costs 
about $5,000 less than a Jaguar xjé—even af- 
ter price cuts by the British company. The 
Lexus range was launched in America in 
September 1989. Toyota hopes to sell more 
than 70,000 of these cars in America in 
1990. 

The first two cars in Nissan's Infiniti 
range went on sale in America in November. 
These are the $38,000 Q4s—less than what 
an American customer would pay for a 


Mercedes 300E—and the $23,500 M30. 





Toyota’s entry 


About 3,500 945s will be built a month, 
around 2,000 of them for export to Amer- 
ica. 

In 1989 the luxury-car market in Amer- 
ica clocked up about 825,000 sales. By the 
mid-1990s, on most estimates, that total will 
be up to 900,000 a year. The majority of 
sales (690,000) are in the so-called “entry- 
luxury" category, for cars priced from 
$25,000 to $35,000. The “mid-luxury” mar- 
ket (about 70,000 cars a year) is for the 
$35,000-50,000 price range; the “high-lux- 
ury" segment (65,000 cars) is for those 
priced at more than $50,000. Mercedes and 
BMW are the biggest foreign suppliers of lux- 
ury cars, each selling about 80,000 a year in 
America. In 1989 Mercedes had a 2% share 
of the entry-luxury group; 35% of mid-lux- 
ury; and about half of the top of the market. 

If the initial results of Lexus’s and 
Infiniti’s entry are anything to go by, the 
Japanese will grab a large part of the entry- 
to- mid-luxury markets. They will do so not 
only with their new brands but also by in- 
creasing the luxury they offer in their exist- 
ing models, like the Honda/Acura Legend. 
Japan’s supercars will go after the very top of 
the market. 

Soon after its launch, Infiniti claimed to 
have 150,000 “prospective customers” who 
had called for information about its new 
range of cars. The early results from Lexus 


JAPAN’S SUPERCARS 


showed it was taking the most business from 
customers changing from either BMW (15%); 
Mercedes (14%); Toyota (14%); General 
Motors’ Cadillac (12%); or Ford’s Lincoln 
(6%). With such a high percentage of 
Toyota "conquest sales", the company 
might appear to be hurting itself. But in fact 
it shows Lexus to be doing exactly what 
Toyota intended: retaining customers. The 


Toyota owners are "trading-up" to a Lexus — 


instead of a BMW or Mercedes. 


Caveat Europa 

The new luxury Japanese cars mean a 
fiercely competitive future lies ahead for Eu- 
ropean manufacturers in their biggest ex- 


range models from America’s 
domestic manufactures. The boss of 
one luxury European carmaker pri 

vately admits that, at the end of the 
day, the only advantage likely to be 
left for European marques is the value 


pay for them. 
Even fancy pedigrees can go out 
of style without new product develop- 


Mercedes cars, has embarked upon a 


massive programme to renew its en- 


doing. And the management of Brit- 


wealthy BMW’s production—agreed 
to a takeover by Ford in November. With 


Ford's resources, Jaguar aims to finance the — 


development of new models—including an 
F-type sports car to succeed its famous E- 


type—in order to try to head off the new — 


Japanese competition. 
The Japanese, though, have only just be- 


gun. After America, their new luxury cars ~ 
will be launched in Europe. So far, only - 


Toyota has decided to use its new brand 
name, Lexus, in Europe. In America, where 
Japanese cars are generally held in higher re- 


gard, building new images is seen by some — 
Japanese officials as an easier job than in Eu- 
rope. For instance, Toyota's America televi- 
sion commercials for its Lexus brand start — 


with the commentary "Six years ago, a new 
carmaker called Lexus . . ." In Europe that 
would quickly be interpreted as dishonesty. 


The Japanese might do better to ignore 


their lack of pedigree in the luxury and per- 
formance markets. Offering cars of high 


quality and value for money will do the most — 
for their image. Eye-catching and worthy 
supercars that stand up to the cynics will - 
also help. That could mean building on Jap- — 


anese images rather than aping European 


ones. It is starting to happen in America, 
where Nissan's Infiniti showrooms are being 


elegantly tailored in a Japanese style with — 


shoji paper screens. 
In part, Japan's carmaking image will 
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port market—and for the top-of-the- — 4 


attached to their pedigrees—and the 
premium that buyers are prepared to- 


ment. Daimler-Benz, the maker of 


tire product line—as BMW has been 


ain's Jaguar, which produces only | 
50,000 cars a year—a tenth of 
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ATHER like the number of jewels in 

a mechanical watch (remember 
those), the number of valves you have in 
your engine is the latest one-upmanship 
in motoring. Japanese manufacturers 
have been quick to introduce engines 
with four valves per cylinder—which in a 
four-cylinder car add up to a 16-valve en- 
gine, or 32 in a vs. Engineers are now 


. turning their attention to how those 


valves operate in the pursuit of higher 
performance. 

There are two sets of valves in an en- 
gine: intake valves that open to let the 
fuel-air mixture into the cylinder, and ex- 
haust valves that open to expel the com- 
bustion fumes. The use of multiple valves 
increases the efficiency of the exchange 
of gases. That allows an engine to 
breathe more deeply and rev higher. 

Racingcar engines are built to 
achieve maximum output at high revolu- 
tions per minute (RPM). Their intake and 
exhaust valves open for longer (valve 
timing) and further (valve lift) than the 
engines in ordinary cars. Racing cars can 
suffer a loss of performance at low RPM, 
but they are not meant to be driven 
slowly. So the engines in crdinary cars 
concentrate on the more practical aim of 
obtaining maximum performance at 
lower RPM. 

Various systems have been used to try 
to vary either the timing or the extent to 
which valves are open or closed in rela- 
tion to engine speed. À system developed 


- automatically improve as the South Kore- 
. ans, 


Taiwanese and East Europeans move 


| —. into the market for the cheap cars that Japan 
















- 


. where Japan's supercars find their 
place in the market. Mr Green of 
Car magazine doubts that Ferrari 
— will lose a single customer to the 
— Japanese. He thinks the Japanese 
.. may steal some sales from the bot- 
—. tom end of the European sports- 
— car ranges; more likely, they will 
. expand the whole market for 
supercars. That means Japan 
Jf - would carve out its own place in 
the supercar league—one which 
. more motorists might aspire to 
rather than just dream about. 





T 


"(FP s . - 


once occupied. In cameras and consumer 
- electronics, Japan has already shown it can 
. move its goods upmarket on the 
. strength 
pan”. Samurai supercars could 
_ take Japan to the top of the mar- 
- ket in the world’s biggest manu- 
_ facturing industry. 


of being “made in Ja- 


Much will depend upon 
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Tuning up the engines 


by Honda claims to be the world's first to 
change both simultaneously. It does so 
by using an extra rocker arm and cam- 
shaft lobe. The lobes on the revolving 
camshafts of an engine push down the 
rocker arms to open the valves in the 
necessary sequence and at the proper 
time. 

Honda uses a third rocker arm situ- 
ated between, but not connected to, the 
two rocker arms which open the set of 
inlet or exhaust valves on each cylinder 
(see diagram). The third rocker arm is 
driven by a third cam lobe which is set to 
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produce different valve timing and lift 
than those either side of it. At low RPM 
the third rocker arm freely bobs up and 
down; but at high RPM it is pinned to the 
rocker arms on either side. All three 
rocker arms then move as one, opening 
the engine valves further and for longer. 

Small hydraulic pistons are used to 
pin the rocker arms together. The pis- 
tons are pushed into place by oil pressure 
and activated by an electronic control 
system which monitors the engine’s RPM, 
load and the speed of the vehicle. Ac- 
cording to Honda, the system can boost 
the power of a conventional car engine 
by some 25%—and retain the ability to 
crawl along in a traffic jam. 








The NS-X: a Porsche-eye view 


Rocker arms locked 


9. Fuel air/intake 
10. Cylinder 

11. Hydraulic piston 
12. Camshafts 


B. Low RPM rocker assembly 


5. Exhaust valve 
6. Inlet valve 

7. Spark plug 

8. Exhaust 


1. Low RPM cam 
2. High RPM cam 
3. Rocker arms 
4. Oil inlet 


A.High RPM rocker assembly 


baru said its car, with the fanciest name of 
Jiotto Caspita and a carbon-fibre body and 
"gull-wing" doors, could go into productio 
in 1991. But it needs more work on its 1: 
cylinder engine. And on its name. 

So who might win Japan's 
supercar race? Toyota and Nissan 
certainly have the ability to engi- 
neer their way into the fast lane. 
But Honda, with its motor-racing 
commitment, has an advantage in 
image. And having taken a 2096 
stake in Britain's Rover group, the 
Japanese company may gain access 
to the historic, but underused, car 
brands in that stable—such as MG 
and Triumph. Not only could 
those badges be used on joint-ven- 
ture vehicles, but some people in 
the motor industry reckon that 
within a decade Honda will con- 
trol Rover. That would give Mr 
Kawamoto more European sports 
cars to add to his collection—cars 


that Japan has helped to design. 


The big three Japanese manufacturers 
will not be alone in producing supercars. At 
the Tokyo Car Show in October, designs for 
high-powered sports-cars were shown by 
Isuzu, Mitsubishi Motors and Subaru. Su- 
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Even the "Workshop of the World" deserves the opportunity t: 


pause from its relentless prcductivity and take stock 


This Christmas, customers of Heal's and Harrods will be pulling 


crackers made in Oldbury 


A handful of lucky children will be straddling wood and leather 
rocking horses painstakingly produced in a craft workshop at 


Cotwall End 


Discriminating gift buyers will be presenting exotic Halcyon Days 


enamels, crafted in Bilston. to their loved ones 


And some will be receiving particularly elegant 24 carat gold 


necklets, without realising that they were crafted in Oldbury 


The skilled workers and entrepreneurs of the Black Country have 
earned their holiday. And n the Season of Goodwill, the Black 
Country is proud of a gift which goes beyond these sparkling 


presents 


It ıs the promise of secure employment and a better quality of life 


for future generations 








——— — 


Send to: Black Country Development Corporation, Black Country House, Rounds Green Road, Oldbury, West Midlands B69 2DG, England. Tel: 021-511 2000. Fax: 021-544 5710 


Name . 
Address 





Please send me details of the glad tidings in today's Black Country 


Organisation (if applicable) EL. ow” Ba T A ERE 


id Telephone . 


Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided tor the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 


that year. 


CAMUS 


COGNAC, FRANCE 
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THE GOOD BEANO GUIDE 


Living it up on the firm 


There is no such thing as a free lunch, assert economists. Indeed not; but 


that does not mean that it has to be 


you who 


ys. There is usually an em- 


ployer, a client or a would-be supplier to pick up the bill—and to rondvide 


you with a day at 
sked theta ieas end watetlin 


the races or a night at the opera. 


team of inspectors 


es to sample corporate hospitality. They rate 


their selections out of five on their demanding BEANO scale for: 





IFT-GIVING and entertaining are as 

old as business itself. They cement busi- 
ness friendships, oil the wheels of deal- 
making and can help promote a company's 
image. Those at least are the excuses. As the 
seasonal greetings of diaries and booze come 
thudding across the desk, it is as well to re- 
member that, at their most extreme, they 
are outright bribery. The imperial Chinese 
called it "squeeze". In some parts of the 
world, notably in Middle Eastern, Asian, 
Latin American and communist countries, 
such practices remain an indispens- 
able part of doing business. The line 
between corruption and what is 
‘onsidered acceptable persuasion is 
often a fine one. 

The industrialised countries of 
the West are more sanctimonious 
about such things. Yet wining and 
dining those whom a company 
wishes to impress or keep in its good 
books, or entertaining them in con- 
vivial surroundings, falls within the 
permissible; so companies have re- 
fined these into one of the most sub- 
tle forms of influence-peddling, the 
corporate beano. 

Happily for companies, they 
can increasingly justify a day at the 
races or a night at the opera as a 
"marketing tool". That is because it 
can now also be passed off as part of 
their corporate-image building 
through sports or arts sponsorship. 
Such sponsorship has both ex- 
panded greatly and become more 
systematic during the 1980s. 

Few businessmen doubt the 
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beano's business value. Companies are pre- 
pared to put their money where their 
mouths are. British firms spend an esti- 
mated £2 billion ($3.2 billion) a year enter- 
taining clients and cronies at sporting and 
cultural events. In Japan, where food, drink 
and the fluttering attentions of geisha girls 
are as much a part of daily business life as 
the fax machine, the giant Mitsubishi group 
is estimated to spend each year on entertain- 
ing a sum equivalent to the Israeli govern- 
ment's budget. 
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In their modern form, company 
beanos—or corporate hospitality, as the in- 
dustry that has sprung up to service em 
likes to describe itself —have made a lifesty 
that was once a preserve of aristocrats and 
self-made millionaires the domain of the e 
pense-account classes. The old-monied and 
landed rich are still each other's private 
guests in their clubs, on their ranches, at. 
their country houses and on their Carib- 
bean islands. But their extended 
club—the boxes at the opera, the bo: 
hunts in Bavaria, the chalets in St Moritz, 
the barges on the river—have become acces- 
sible to many others. 

How this manifests itself varies fro: 
country to country. Hard though it ws 
to believe after the round of Christmas par- 
ties, for most of the year in America 
much of northern Europe managers have tc 
be careful not to be seen splashing out their - 
shareholders’ money on extravagant jollies. 
West German companies are particule Y 
strait-laced, and are criticised by competi- 
tors and the press if seen to be otherwise ise. 
Not being seen to be doing something, hod: 
ever, is not the same thing as not doing it. - 

Americans are hospitable to a fault, but 
American companies are constrained i 
their beano activities by their shareholc a f 
and their country’s anti-corruption laws. S o 
America has developed a particular industr 
of jollification passed off as earnest-sou s: 1 
ing but tax-deductible conferences. 
has, however, always been well endow ed 
with tycoons and other rich entre 
preneurs for the free-loader and th 
golf enthusiast to fall back on. 

It is in Britain that the pleas "uu 
of quaffing champagne while w 
ing horses run or men hit balls hi 
been most thoroughly turned in oa 
business. One reason is that in Bri 
ain, as in Japan, heavy ta 
income long ago established a : Sys 
tem of perks, of which the be o 
can be considered an extension o 
grand scale. Another is that Britain 
has a social sporting season around 
which the beano industry ould b De 
built. More and more sportin 
events are becoming—not 2 
happily—tented cities with flutter- 
ing company logos. 5 

Our guide, far from exhaus 
starts with sport; goes on to iid ure; " 
looks at a few of the conference jam- 
borees; and ends with a peek at th e 
m parties of the mega-rich. ‘or 

ach, the Americans have coin ed 
the right imperative: enjoy. 


social 
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THE GOOD BEANO GUIDE 


A day at 
the races 


oy TRE is nothing like a day's sport as an 
excuse for a beano. As a day watching 
tennis at Wimbledon or racing in Paris may 
cost the host company almost $500 a head, 
companies are right to take their entertain- 
ing seriously. They are thinking more care- 
fully than ever before about entertaining 
guests in a way that will generate business 
and match their corporate image: tennis for 
those with youthful clients, golf for those 
dealing with insurers or the Japanese. 

In Britain the corporate-hospitality in- 
dustry's high note is the Season, a succes- 
sion of the most illustrious dates in the sum- 
mer sporting calendar. The snootiest occa- 
sion of them all is Ascot week in July. The 
horses are at their sleekest; ditto the crowd. 
As racing is the sport of queens (and the 
Queen Mother), this is the place for social 
hob-nobbing. ine any invitation except 
to the overcrowded Royal Enclosure (com- 
panies can buy day memberships). Top hat 
and tails are de rigueur for men, despite the 
discomfort on a hot summer's day. For 
women, the more outlandish their hats the 
better. Corporate-hospitality tents are kept 
at a distance, which can mean a muddy 
tramp of up to half a mile to the grandstand. 

Our inspectors far prefer the other great 
flatrace meeting of the year, Derby week 
on Epsom Downs in early June. The crowd 
is more mixed and more relaxed. Go with 
Lord Hanson and Sir Gordon White, whose 
Hanson group sponsors the whole thing. 
They are renowned for keeping their guests 
well supplied with lobster and Krug cham- 

. (Beano rating for Ascot 3-4-3-3-3; 
3 the Derby 3-3-4-4-3.) 

With 44 hospitality tents provided by 
the organisers and an increasing number of 
freelance operations, the All-England Lawn 
Tennis Club's championships at Wimble- 
don in the last week of June and the first of 
July are also getting horribly overcrowded. If 
you are not tripping over people, it is Ameri- 
can television cables that get in the way. 

The corporate tents get fewer tickets for 
matches than the number of guests they can 
accommodate, so be prepared to watch on 
television in a marquee, not on a court. 
Confusingly, No 1 Court is the number-two 
court. Centre Court stages the finals. Seats 
for those are as rare as gold dust. The 2,000 
or so debenture holders, more than half of 
which are companies, are each guaranteed 
one Centre-Court seat a day in rows A-M for 
each debenture held (they are usually held 
in pairs). Corporate tents are sold any un- 
used ones. The traditional fare is salmon, 
followed by strawberries and cream. Rain is 
always a danger, in which case lunch lasts 
longer. (Beano rating 3-3-3-3-2.) 
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The match to go to at Lord's is the sec- 
ond test between England and that year's 
tourists, usually in mid-June. Fewer hospital- 
ity tents than might be expected, but it is 
still a crush, especially on the third of the 
five days, the Saturday. The best view of 
play is from behind the bowler's arm. You 
will get that from the pavilion (MCC mem- 
bers only are allowed into the pavilion on 
Test days). Non-members should try to get 
into a box: thanks to recent refurbishments 
of the ground, there are more of these than 
there used to be, mostly taken by compa- 
nies. The atmosphere is civilised, but livens 
up, especially in front of the Tavern bar, 
when the West Indies side is playing. The 
cricket museum can while away the hours if 
it rains. (Beano rating 3-3-4- 1-3.) 

The rowing regatta at Henley was cha- 
otic last summer. Some firms turned up to 
find their tents had no view of the river. 
Others were hit by the collapse of a corpo- 
rate-hospitality company called Henley Hos- 
pitality Regatta. The disappearance of its 
owner, a Mr Ozar, plus £40,000 from Hen- 
ley Hospitality's accounts, left 80 compa- 
nies, including Peugeot Talbot, p&o Ferries 
and Epson Computers, faced with either 
disappointing their guests or paying twice 
over. The be-blazered types who run the re- 
gatta have kept all corporate tents on the 
"wrong" side of the river, even if they have 
not kept company launches off it. The place 
to be invited to is the exclusive Leander en- 
closure on the side away from the town. Our 
inspectors reserve their Beano rating until 
they see whether matters improve in 1990. 

Apart from the FA Cup final on the first 
Saturday in May (Beano rating 2-3-4-1-1), 
soccer is not much of a sport to be invited 
to in Britain, unless you are keen to meet 
property developers. In France and Italy, it 
is far more chic. A hot corporate invitation 
in Paris now is to dine at Parc des Princes 
while watching the city's posh team, Racing 
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(Beano rating 3-2-3-4-2). Sip champagne 
and munch petits fours in the warmth of the 
restaurant while the true fans brave the ele 
ments outside. Banque Nationale de Pari: 
and firms like Lacoste, a sports-wear maker, 
and Peugeot also take their clients there to 
watch France’s soccer and rugby interna- 
tionals (Beano rating 2-3-3-2-2). 

Italian football is a treat. If Fiat's boss, 
Mr Gianni Agnelli, invites you to watch his 
Juventus in Turin, or the media magnate, 
Mr Silvio Berlusconi, invites you to see 
Juventus's great rival, AC Milan (founded in 
1898 as the Milan Cricket and Football 
Club), go like a shot (Beano rating 4-3-4-2- 
2). You are guaranteed a free puff on Italian 
television, which pays as much attention to 
the owners' guests as to the match. 

Hongkong's newish race course at 
Shatin in the New Territories lacks the inti- 
mate and slightly seedy feel of its delightfully 
named predecessor, Happy Valley, but that 
does not deter the punters, especially the lo- 
cal Chinese, who are frenzied about gam- 
bling. There is a lot of poured concrete at 
Shatin and the stables are high-rise, bu 
there are also sweeping views out over th. 
course towards the mountains. Old hands 
can dream of bygone days when young em- 
pire-builders would ride their mounts into 
China beyond. 

Being a steward of the Royal Hong Kong 
Jockey Club is rather like being elevated to 
the peerage; every businessman in the col- 
ony aspires to it. So the members' enclosure 
in the grandstand is the place to be. Better 
still, get invited to a box: guests of the Hong- 
kong Bank may get ferried to it in a green 
Rolls-Royce. (Beano rating 3-3-3-2-2.) 


The Japanese way 

Racing in Japan is a more downmarket af- 
fair. At either of Tokyo's two tracks you are 
as likely to be rubbing shoulders with a crin- 
kly haired gangster as with anyone. For a 
more elite ambience, our inspectors prefer 
to play golf at the Kogani club outside To- 
kyo (Beano rating 4-4-2-4-3). Kogani is Ja- 
pan's most exclusive course. On the rare oc- 
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casions they fall available, memberships cost 
upwards of $1m, though that would make 
you co-owner of some expensive acres of 
suburban Tokyo. lt would also provide an 
unparalleled opportunity to jostle golf bags 
with prime ministers and the great names of 
Japanese industry. 

However, the most valued invitation of 
all in Japan is to a masuseki box on the last 
day of the main tournament at the local 
sumo hall (Beano rating 3-4-4-3-2). A 
sumo box is just a tatami mat with four 
cushions, on which spectators sit cross- 
legged. The best mats are nearest the dohyo, 
the earthy ring in the centre of the hall. As 
well as providing the closest view (the best 
view is to be had on television), they also 
offer sumo-fans the dubious pleasure of hav- 
ing a 350-pound wrestler tumble out of the 
ring on top of them. 

Masuseki refers to a box-shaped cup 

sed for drinking cold sake—of which much 

; done, as the basho grinds on through its 
15 days. Though the bouts themselves are 
fast and furious, they last no longer than a 
couple of minutes, sometimes much less. In 
between there is a lot of ritual purification 
by the wrestlers—and time for plenty of eat- 
ing and drinking by the spectators. 

The reason that invitations to the boxes 
are so prized is that the boxes are snapped 
up each season by the same bunch of mostly 
modest-sized companies. These are the firms 
that supported the sumo association in its 
dark days after the second world war. To 
this day, even big blue-chip firms wanting to 
get a box to impress clients have a long and 
sometimes fruitless wait for a regular sup- 
porter to drop out or drop dead, while some 
obscure valve-maker can, for a fortnight at 
least, feel grander than Nippon Steel. 

Another highly desirable company 
beano in Japan is baseball. All the big teams 
are owned by firms, but try hard to get in- 

ited to the seats behind the catcher for the 
-omiuri Giants’ last few home games of the 
season at the Tokyo Dome. That is the new 
indoor stadium nicknamed the Big Egg be- 
cause of its shape and whiteness (Beano rat- 
ing 3-4-3-2-2). The Giants are the local 
equivalent of the New York Yankees. The 
best seats for their games are reserved for 
long-standing corporate customers. Even 
journalists at the Yomiuri newspaper, which 
owns the Giants, complain that they cannot 
wangle seats for their most treasured con- 
tacts. There is, though, a glassed-in Yomiuri 
box for the company's top management and 
ViPs. The Reagans were entertained there 
when they were in Tokyo earlier this year. 

If you are still keen to be taken to the 
Tokyo Dome, or even to watch Japanese 
baseball, you can usually see the Giant’s far 
less esteemed co-inhabitants, the Nippon 
Ham Fighters. They really are a baseball 
team, and not the practitioners of some ob- 
scure porcine martial art. 
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A night at 


the opera 


HERE is no more upmarket gesture of 

corporate hospitality than an evening at 
the opera. "The subtlest form of corruption 
there is," one businessman calls it. 

Wagner freaks will want to go to Bay- 
reuth and its spartan nineteenth-century 
hill-top opera house on the outskirts of the 
Bavarian town. The acoustics are superb, 
and the semi-circular hall gives good views 
from any seat, though none is especially 
comfortable, including the favoured ones in 
the middle. The food is equally austere, so 
smart private parties usually repair to the 
Kónigshof Hotel near the station (the place 
to stay as well). Our inspectors head for the 
Eule, a darkly Germanic gástehaus where 
the singers and politicians congregate. 

Tickets for Bayreuth's short season are 
fiendishly difficult to get. Good connections 
with Bavaria's Christian Socialist politicians 
are the best bet, but the big Bavarian banks 
take parties. So do the small Karl Schmidt 
Bank (the eponymous Schmidts from near- 
by Hof are old family friends of the Wag- 
ners) and a local utility, Bayernwerk. West 
German companies are famously parsimoni- 
ous about corporate hospitality, although 
Siemens's Mr Herbert Neglein and Bosch's 
Mr Paul Stein are both on the Bayreuth op- 
era house's board. (Beano rating 2-5-4-1-2.) 

Glyndebourne shares something with 
Bayreuth in that the spartan amenity of its 
small opera hall is more than offset by the 
occasion and superb acoustics. It is the set- 
ting that makes Olyndebourne an invitation 
to treasure. The opera house is built on to 
the back of a Sussex country house, with 
formal gardens and lawns leading down to a 
lake. Traditionally concert-goers picnic 
from hampers in the open air in the long 
interval, though the two restaurants, the 
Wallops, are good. Business parties tend to 
gravitate to the walled garden near the 
champagne bar in the colonnades. 

Glyndebourne limits its corporate mem- 
bers (just 230 mostly British companies— 
the waiting list is long, so few foreign firms 
have become members yet) to no more than 
eight tickets per performance. So there is no 
need for corporate tents in Glyndebourne's 
beautiful gardens, just the traditional ham- 
per of salmon and champagne and a rug for 
eight. Wear black tie, pray for a dry evening 
and go with Kleinwort Benson, a merchant 
bank. Its hampers are packed by Roux 
Brothers. (Beano rating 3-3-5-4-2.) 

Moving from Glyndebourne to the 
Royal Opera House in Covent Garden is 
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like switching from a harpsichord to a grand 
piano. E.M. Barry’s mid-nineteenth-century 
palace is a setting on the grand scale. None- 
theless most corporate parties are small, 
typically fours or sixes. There is no more 
sought-after invitation than to the first 
night of a new production. Dinner after- 
wards in a private dining room is lavish, and 
strictly a black-tie affair; the jewellery glit- 
ters. Members of the First Night Cl 
about 100 companies including City heavy- 
weights, especially American banks, and 
blue-chip industrial firms—also get two or 
four tickets for first nights of productions 
new in a season’s repertoire. 

The Royal Box is the place to sit, but 
you will need to be invited by somebody on 
Covent Garden's board. It features a back- 
ward-facing sofa from which the bored or 


amorous can watch the show in a mirror. If — 


all else fails, try Midland Bank, which takes 
over Covent Carden for a couple of nights a 
year. Corporate members get a corner of the 
Crush Bar roped off for entertaining guests 
(the rest of the bar lives up to its name, 
though its balcony allows for a gasp of air 
Head for the Still Room and the King's 
smoking room after performances. (Beano 
rating 3-3-4-3-4.) | | 
In Milan there is only one host to have _ 
at La Scala. That is ENI, the state energy — 
company. The first night of the season (De- 
cember 7th, Milan's patron-saint's day) is 


when to go. With the mayor of Milan, ENI | 


co-hosts the extravagant bash after the per- 
formance (though not at La Scala itself, 
which is too small to have reception rooms; 
most private parties move on to the posh  - 
restaurants nearby, like Bissi or Savini, used 
by ENI last year). ENI has 70-80 tickets (each 
worth about $700) for the first night of the 
season and 20 for other first nights. 

for meeting politicians and oil-company ex- 
ecutives. Most of the top banks and fashion  : 
houses have boxes, regarded as the best 
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seats, though politicians tend to favour the 
front stalls. (Beano rating 3-3-4-0-4.) 

The Paris Opera offers the occasional 
extraordinary evening, when a single firm or 
organisation like ESSEC, a French business 
school, takes over the place. One of our in- 
spectors was greeted by the string section of 
the orchestra, serenading guests as they 
walked up the stairs. No opera was per- 
formed, but companies can bring in the chef 
of their choice, and the orchestra keeps 
playing as you gorge on Paris's finest fare. 
(Beano rating 3-3-3-5-3.) 


From the new world 


American opera houses used to pack their 
boards with philanthropists who would help 
stage fund-raisers. Corporate subscribers 
are in the same mould. New York’s opera- 
loving banking and industrial élite are to be 
found at the Metropolitan ra—the 
Met—which carries far more weight than its 
Lincoln Centre neighbour, the New York 
City Opera, though it is also more tradition- 
bound and musically conservative. 

Merrill Lynch, Hill & Knowlton and 
New York Telephone are all underwriting, 
at $100,000-200,000 a shot, gala evenings 
for the Met's current season. These let them 
and their guests virtually take over the place. 
But most corporate entertaining is done in 
the best seats in the house, the parterre 
boxes with their ante-rooms allowing guests 
to slip in and out quietly (before the fat lady 
sings, if necessary). 

Washington's stuffy Opera House in the 
Kennedy Centre has been described as “un- 
godly red and discomfortingly decorated". 
Our inspectors were irritated by the wooden 
seat backs which go all the way to the floor, 
cramping leg room. The Washington Op- 
era has a short season and is invariably sold 
out. The hall is much used by visiting for- 
eign troupes of dancers and acrobats: ticket 
availability tends to depend on the political 
fashion of the country they come from. Be- 
ing Washington, political contacts are the 
best source of tickets. (Beano rating 3-4-4- 
3-4 for the Met, 3-4-3-3-2 for Washington.) 

The Sydney Opera House offers per- 
haps the best view of any opera house. It 
overlooks Sydney harbour in the shadow of 
the bridge on one side and botanical gar- 
dens on another. Designed by a Danish ar- 
chitect, Mr Jorn Utzon, in the 1950s but not 


— opened until 1973, its “Flying Nuns” roof 
— gives it a world-famous silhouette. 


Getting a company to take you to a per- 
formance is not difficult. Tickets are neither 
as expensive nor as scarce as at some opera 
houses; there is a telephone hot-line service 
for one-off corporate customers wanting to 
arrange a party. For corporate hospitality on 
a grander scale, turn to one of the four big 
corporate sponsors: Digital, a computer 
company; Lauda Air, an airline run by a for- 
mer racing driver, Mr Nikki Lauda (one of 
its aircraft is called Mozart: it will be spon- 


soring a forthcoming season of Mozart con- 
certs in Sydney); Qantas, Australia’s main 
airline; and Merrel Dow, a pharmaceutical 
company that makes throat pastilles and 
sponsors a series of "coughless concerts”. 
The biggest sponsor of the Australian Op- 
era company, which uses the Sydney Opera 
House as a base, is Esso. Others include the 
Commonwealth and anz banks. 


The only bad seats in the house (they 
have a restricted view) are so cheap that no 
company would buy them. There is no 
equivalent to Covent Garden's Royal Box. 
The democratic Australians sell the seat the 
Queen sits on to the public. After perfor- 
mances, hospitality at receptions is robustly 
good. Head for the north foyer. It has views 
of the harbour. (Beano rating 3-3-4-4-3.) 





Fund time 


HEREVER financiers gather, the 

good times roll. Our inspectors rate 
the financial industry's best thrash to be the 
annual meeting of the Association of In- 
ternational Bond Dealers (Beano rating 
4-2-2-4-3). This is invariably held in a sun- 
and-club-drenched spot like Monte Carlo or 
Singapore. There is said to be a conference 
programme, but this is mainly to let Ameri- 
cans justify the trip to the taxman as a busi- 
ness expense. The true pur- 
pose of the meeting is for 
participants to pick up the 
latest buzz on what jobs are 
available, where and how 
much they are paying. 

The whirl of cocktail 
parties and dinners is end- 
less, but all can be gate- 
crashed at the drop of a 
business card. More impor- 
tant are the private dinners. 
Our inspectors are reluc- 
tant to spurn those given by 
the Japanese bigwigs such as 
Nomura Securities, Indus- 
trial Bank of Japan and 
Long-Term Credit Bank. 
They are usually good for a 
quiet chat with the men 
with the big money and 
their chums from the Min- 
istry of Finance. 

Another good excuse 
for bankers and brokers to binge is the an- 
nual meetings of the multilateral agencies. 
This year’s Asian Development Bank 
meeting (Beano rating 4-3-3-3-3), was held 
in Beijing less than a month before the mas- 
sacre of Tiananmen Square. As the first of 
the students started to gather in the square 
outside, the mayor of Beijing threw an ex- 
pansive welcoming bash for delegates to the 
meeting in the Great Hall of the People. 
This featured acrobats and opera singers in 
its spectacular entertainment. However, it 
was Merrill Lynch, a New York securities 
house, that took our inspectors’ nomination 
for the most exotic cocktail-party site of the 








year. Merrill, which was planning a country- 
investment fund for the Chinese, was given 
canapé space in the Forbidden City. 

The big show, however, is the joint 
meeting of the International Monetary 
Fund and World Bank held every Sep- 
tember (Beano rating 4-3-3-4-3). So hard 
do old habits die that it is difficult to remem- 
ber that there are actually some serious 
meetings going on. Most of the delegates' 
energy is devoted to organising parties, at 
tending parties and getting from one part 
to another. The task is so arduous that, for 
the two years in every three that the event is 
held in Washington (in the 
third year it moves to a 
member country, most re- 
cently to West Berlin in 
1988), stretch limousines 
are booked a year in ad- 
vance. The result is that 
outside the Sheraton and 
Shoreham hotels, where 
many of the goings-on go 
on, there are appalling traf- 
fic jams— partly of cars, and 
partly of bankers trying to 
spot their own cars. 

Governments, espe- 
cially of the poorer member 
countries, hold fairly dis- 
creet parties. That is not 
true of banks and other fi- 
nancial firms; the bigg 
host-country banks vie wit 
one another to throw the 
most extravagant bash. At 
the West Berlin meeting, 
guests had to walk past spitting demon- 
strators to reach that year's top party, held 
by Deutsche Bank. The floor show was a lit- 
tle different in 1989, when the prize, as so 
often in Washington, went to Citicorp. 
America's biggest bank took over Union 
Station for the evening, invited thousands 
of cocktail-swilling guests and mingled them 
with an assortment of circus acts. 

Our inspectors are also well-disposed to 
the regular do thrown by Institutional Inves- 
tor (Beano rating 3-4-3-3-3). lt is more ex- 
clusive than might be thought, and, if in- 
vited, do not forget your dancing pumps. 
Nowhere else are you likely to see Costa Ri- 
ca's chief debt negotiator cheek-to-cheek 
with her Mexican counterpart, to the strains 
of "Don't Cry for Me, Argentina". 

Yet amid such public flamboyance the 
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true elitism is strictly private. You have 
made it at the annual meetings only if you 
can get invited to parties and dinners that, 
theory, no one is told about (known as 
.ecret" when reported copiously in the 
newsletters that have become an established 
part of these meetings in recent years). Such 
parties are generally held in houses rented 
for the week in Washington's Georgetown. 
The loftier the host, the more impromptu 
these can be: this year Midland Bank's Sir 
Kit McMahon was put in a spot when Presi- 
dent Bush invited him to a White House re- 
ception that clashed with a party Sir Kit was 
hosting at the F Street Club. 

Worthy contenders though both these 
events may have been, our inspectors felt 
their highest recommendation this year 
should go to Batterymarch. This Boston 
firm of fund managers entertained its guests 
on a boat on the Potomac, albeit a trifle 
dampened by the side-effects of Hurricane 
Hugo. That showed true party-giving cun- 
ning: guests could not leave after ten min- 
utes to go on to another thrash. In spite of 
that, a lot turned up. 





oplash and flash 


YCOONS' parties are the nearest 

beanos get to a true free lunch. The host 
or hostess splashes out a lot of dollars, hires 
a party designer, invites a long list of friends, 
associates and sundry hangers-on and in re- 
turn gets a huge massage to his or her ego. It 
is conspicuous consumption run riot. That 
is the only standard, our inspectors feel, by 
which such events can be measured. 

The trouble is that ostentation too 
quickly slips into tackiness. Leona Helmsley, 
the now disgraced self-styled queen of Am- 
erican hoteliers, used to give an annual "I'm 
just wild about Harry" bash for her hus- 
band. (Beano rating 2-2-1-3-2.) Some 200 
friends were invited, and each was presented 
with a T-shirt screen-printed with a picture 
of the infant Harry. 
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. There is more style to be found among 
Europe's tycoons. Mr Raul Gardini, boss of 
Ferruzzi, an Italian agri-businesses group, is 
famous for the hospitality he provides for a 
chosen few at his sixteenth-century palazzo 
in Venice. (He runs his business from his 
wife's family's palazzo in Ravenna.) An invi- 
tation is not to be refused. He may fly you 
there by helicopter after an evening of opera 
at La Scala. (Beano rating 4-4-3-4-5.) 

There are relatively few big splurgers 
among West German industrialists. Their 
miserly rule of thumb is "the more you earn, 
the less you show”. Those that break it are 
quickly rounded on by puritanical "col 
leagues” and by the press. 

A constant target of the killjoys is the 
indomitable Mr Dieter Spethmann, boss of 
Thyssen, a big steel and engineering group. 
When not ruling his empire from the 19th 
floor of his Düsseldorf headquarters, "the 
Sun King of the Ruhr” holds court at his 
palatial home on the banks of the Rhine to a 
polyglot collection of poets, fellow industri- 
alists, musicians and politicians. Centre- 
pieces of his soirées include readings from 
Heine, a nineteenth-century German poet, 
heavy pounding by concert pianists like Al- 
fred Brendel and brief lectures by the host 
on a fast-train system he hopes to sell to the 
world. Not to everyone's taste, but the fine 
vintages and delectable goodies make up for 
a lot. (Beano rating 4-4-3-4-3.) 

Mr Konrad Henkel, former boss and 
still part-owner of Henkel, one of the coun- 
trys top chemicals groups, is another 
Düsseldorfer whose parties rival Mr Speth- 
mann's in lavishness. Mr Henkel, though, 
escapes the critics for most of the time be- 
cause he is so unassuming. The Henkel resi- 
dence on the outskirts of the city is hard to 
find on a map, but the safest rule is to follow 
the longest stream of the biggest Mercedes 
(cars are one luxury all Germans like to 
flaunt). 

Mr Henkel regularly has open house for 
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all-too-familiar society lions like Lord 
Weidenfeld, as well as for Bonn ambassa- 
dors and politicians relieved to escape the 
stuffy capital. More often than not, wild- 
looking painters can be seen hovering in 
corners surveying their fellow guests with 
suspicion. Occasionally there is a really ex- 
otic attraction, like the bad-tempered lion 
cub produced for Mr Henkel's 70th birth- 
day party. (Beano rating 4-3-3-4-3.) 

The most talked-about party of 1989 
was that given in August to mark the 70th 
birthday of Mr Malcolm Forbes, an Ameri- 
can publisher. (Beano rating 4-2-3-3-3.) 
This was held in Tangiers, where Mr Forbes 
has owned a chateau since 1971. It featured 
600 belly dancers, a cavalry charge by 200 
Berber horsemen and an 800-strong guest 
list that included Miss Elizabeth Taylor, Mr 
Henry Kissinger, Mr Lee lacocca and former 
kings and presidents. Our inspector also 
found himself rubbing shoulders with the 
ubiquitous Mr Donald Trump and 300 
other -bosses of big companies, many of 
them advertisers in Forbes magazine. Three 
jets, including a chartered Concorde, had 
flown in guests from America. 

The bash cost at least $2m to stage, with 
the Moroccan government meeting some of 
the bill on the ground that the party would 
be a boost for the local tourist industry. For 
all that, it did not go faultlessly. Guests com- 
plained about a shortage of ice and other in- 
conveniences, like having to queue up in the 
heat to be allocated a dining tent. 

The event stirred an angry debate in 
America about whether such an extrava- 
ganza should be tax-deductible as a business 
expense (it will not be) and whether such 
parties should be condemned as an outra- 
geous and vulgar piece of self-puffery. But if 
you can afford it, why not take your guests 
to Tangiers rather than a Taco Bell take- 
away, and the devil take the bad publicity? 
And is the so called flash-and-trash of mod- 
ern America so much different from its for- 
bear in the Gilded Age? In the 1880s the 
Vanderbilts gave a party at which everyone 
dined on horseback. 
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BUSINESS INTERNATIONAL CONFERENCE E 


OUTLOOK FOR A NEW DECADE 
APRIL 3-5, 1990, 
HOTEL MEZHDUNARODNAYA, MOSCOW 


Business International, in cooperation with the 
Soviet Chamber of Commerce and Industry, is 
pleased to announce a special conference in 
Moscow to help companies deal with the 
complexities of the rapidly changing Soviet Market. 
Senior Soviet bankers, economists and trade 
officials, as well as leading Western business 
executives, will be speaking at the conference on: 


* How do the latest reforms affect day-to-day 
business? 


* What role will the republics play in foreign 
trade? 


* What are the best means of contacting 
Soviet buyers? How to organise direct mail, 
advertising, exhibitions? 


* What's the outlook for foreign trade? 


* What practical lessons have been learned 
from joint venture operations? 


* What do changes in the Soviet banking 
system mean for Western bankers and 
finance directors? 


A panel format will be used throughout the 
conference to provide participating companies with 
an opportunity for direct questions. Emphasis will 
be placed on an exchange of business views and 
examination of concrete issues facing companies. 


Business 





International 


GLOBAL BUSINESS INFORMATION AND ADVICE 





PROGRAMME 


TUESDAY, 3 APRIL 1990 
Registration 


WEDNESDAY, 4 APRIL 1990 
SESSION I: Soviet business priorities for a new 
decade 
SESSION II: Latest reforms of Soviet foreign 
trade 
SESSION Ill: Doing business with organizations 
on the territory of individual Soviet republics 
SESSION IV: Promoting sales by contacting 
Soviet buyers 


THURSDAY, 5 APRIL 1990 
SESSION V: Latest trends in Soviet foreign trade 
finance 
SESSION VI & VII: Latest trends in joint ventures 
(JV's) with Soviet organizations: Lessons learned 
SESSION VIII: Looking to the future: 
A concluding panel of business executives 


Hotel Accommodation and Visa Support 
Business International has secured a block room 
booking in the Hotel Mezhdunarodnaya, Moscow, 
from Sunday, April 1 to Sunday April 8, 1990. 
Conference participants requiring hotel bookings 
for all or portions of this period will receive a 
confirmation from Business International. A visa- 
support questionnaire will be included for 
participants which must be returned to Bl to secure 
the necessary Soviet visa invitation. 


The attendance fee is £1,100, US$1,800, SFr2,900 
(including refreshments and scheduled meals but 
not hotel fees, non-scheduled meals and 
transportation costs). 


For further information please contact Julia Mart, Conference Unit 
Business International Ltd., 40 Duke Street, London W1A 1DW. Tel: 01-493 6711. Fax: 01-491 2107. Telex: 266353. 








Tinkerers versus dreamers 


Most western manufacturers look for technological breakthroughs. Most 


Japanese com 
egy will work in the 1990s 

AN innovative new products make a 

firm and break its competitors? Most 
American and European firms think ŝo, and 
they have spent the 1980s lavishly financing 
a search for technological breakthroughs ca- 
pable of turning existing product markets 
on their heads. Small wonder. Western con- 
sumers seem to love new technology: a re- 
vent poll by Japan's prime minister's office 
und that while only 40% of Japanese re- 
'spondents thought technology had made 
their lives more comfortable, 9096 of Ameri- 
cans felt it had. 

Paradoxically the firms that have most 
often brought the benefits of new technol- 
ogy to the technology-mad American con- 
sumer are Japanese, not American. Japan’s 
strength has never been in the introduction 
of new products which incorporate quan- 
tum leaps in technology. Yet Japan’s share 
of world trade in manufactured goods 
climbed steadily from 11% in 1980 to almost 
13% in 1988. America’s fell from 13% to 
11% and Europe's from 17% to 15%. 

Those American and European compa- 
nies that do break technological ground 
with new products often find their product 
leadership short-lived—however hefty their 
marketing, manufacturing and financial 
clout. EMI's body scanner, Xerox's Star com- 
puter system, De Havilland's Comet aircraft 

Bowmar's pocket calculator are but a 
C of losers on a lengthy list. 
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ies stress incremen 


improvements. Guess which strat- 


Managers (and their gurus) are waking 
up to the idea that, in the technocratic 
1990s, a strategy of striving for technological 
coups may not be enough to beat competi- 
tors. It might even be a good way to lose. As 
Mr Kim Clark, a professor at Harvard Busi- 
ness School, puts it in the latest Harvard 
Business Review, “technology cannot be 
management's primary solution because it is 
every competitor's potential solution." So 
technology, the business buzzword of the 
1980s, poses a challenge for the 1990s: how 
best to manage it? 

Managing technology does not simply 
mean producing high-tech widgets with effi- 
cient processes like just-in-time inventory 
control, statistical process control and com- 
puter-integrated manufacturing. Clever 
companies in the 1990s will take their cue 
from a recent survey of 180 American firms, 
published in Planning Review. It found 
that, though most companies were investing 
in one or more of today’s high-tech manu- 
facturing processes, they did not have either 
the agility or the vision to exploit new prod- 
uct technologies and new process technol- 
ogies at the same time. 

The scrapping of rigid, moribund cor- 
porate hierarchies is vital to managing tech- 
nology. Basically that means making people 
talk to each other. For many companies the 
idea of product engineers and process engi- 
neers (plus their usually separate planning 
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and R&D departments) working as a team is 
alien. Yet it works. By adopting a team ap a 
proach to design and manufacturing ngi- 
neering, as well as by using computer-aid d 
design and manufacturing techniques, ord 
claims to have cut development time on nev 
models by a third. General Motors, / 
can Telephone & Telegraph and NCR r 
use similar “multi-departmental” team 2 
proaches, and say they get similar sults 
The use of teams, led by managers who 
in the past, would never have worried muc i 
about technology, means that corporate hi 1 i- 
erarchies can be flattened, bringing 
management into closer touch with tech 6 o- 
logical change. Texas-based Chaparral 
Steel, America's tenth-biggest steel p 
ducer, makes extensive use of teams and hi 
thus achieved a hierarchy of just se ve ls 
in a 930-strong workforce. 4 
Chaparral's new-product teams inv volv . 
process, marketing and sales staff from the 
outset. The goal: to make all of them aware 
of how technology is changing the product, 
and the making of it, and therefoi 
jobs, and perhaps even the company's w 
strategy. This, the company believes, is p. pay 
ing off: in 1988 Chaparral made a 32% re 
turn on equity, compared with the i 
try’s average of 18%, and its producti 
was four times the industry average. 
This awareness-building should r 
beyond the firm itself. Involving €— 
design and manufacturing processes g ves 
them a better idea of the product they n 
to supply your company with. Asking su 
pliers—and customers—to suggest prod a 
improvements is essential for firms that re 
ognise the validity of competing by rinke et- 
ing. This means overcoming the “not-in- 
vented-here” syndrome, something which 
American and European firms have t um- 
peted for years but rarely practised. Even bi 
hemoths are catching on: BM has over 
$100m of contractual agreements vis 
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versity research departments around the 
Monk and alliances with around 20 smaller 
companies to tap their technology. 

By making all parts of a company aware 
of process and product technology, manage- 
‘ments can trim the time taken to bring new 
^a oducts to market. This, rather than prod- 
uc breakthroughs, seems to be the key to 
ong-term leadership. Japanese are 
masters of such technological gamesman- 
s l hip. The average lead time of new Japanese 


| Point and click 


EOPLE in glass houses, it is usually 
|| said, should not throw stones. But nei- 
_ ther should entrepreneurial companies 
. clever at exploiting ideas that might have 
. been someone else's. On December 14th 
. Xerox filed a $150m lawsuit in an Ameri- 
| can federal court charging Apple Com- 
| puter, one of the entrepreneurial champi- 
ons of the 1980s, with unlawfully 
. obtaining the vital software that helped 
. make Apple's Macintosh computer a run- 
|| away success. The suit is more than a little 
. embarrassing for Apple. The company is 
. itself busily suing Hewlett-Packard and 
. Microsoft on similar grounds. 
| Apple has never denied borrowing 
— heavily from technology invented by Xe- 
| rox in the 1970s. In fact, Apple's co 
. founder, Mr Steven Jobs, once said he was 
| "blown away" by Xerox software after a 
. visit to Xerox's Palo Alto Research Cen- 
| tre in 1979. He later hired some of 
. Xerox s best researchers. Portions of what 
- is known as the graphical user interface— 
the computer display' s menus, windows 
dividing the screen into different work ar- 
. eas, and images such as file folders and 
| trash bins—that were used in Xerox's 
1 Star computer introduced in 1981 later 
I! turned up in Apple's Lisa in 1983 and the 
| foit Macintosh in 1984. 
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car models is under four years, compared 
with five for American and European car- 
makers. Japanese carmakers have unveiled 
three times as many new models as their 
American counterparts in the 1980s, and 
twice as many as European carmakers. 

While the average model-life of a Japa- 
nese car is 4.6 years, compared with Ameri- 
can cars’ 8.1 and European cars’ 12.2, Japa- 
nese models are subject to a far greater 
number of incremental refinements during 
their shorter existence—a result of constant 
feedback within each carmaker’s network of 
technologists, marketers, management, cus- 
tomers and suppliers. Japan may not yet be 
the world’s top innovator, but its firms have 
grasped the fact that technological leader- 
ship means more than a single bright idea: it 
means gradual improvement, throughout a 
product's life, which customers can per- 
ceive. That means gradually improving man- 
ufacturing processes, too. 

Such dedication to incremental refine- 
ment is one reason why Japanese companies 
often do not wait until they have found the 
perfect design or technological solution. It 
rarely matters whether the first generation 
of a product is perfectly efficient or not: 
what matters is getting the fourth or fifth 
generation right. And creeping technologi- 





The ruthless face of software piracy 


Apple insists the Xerox lawsuit is to- 
tally without merit because Apple spent 
millions of dollars to refine and develop 
the Xerox technology. Apple also claims 
its inspiration for that work came from 
many other sources. 

This new lawsuit leaves Apple making 
two very different arguments in two copy- 
right cases. In one, it will tell che court 
that it owes Xerox nothing because it took 
that technology and used it to create 
something similar but different. The idea, 
in other words, may have been the same 
but the expression of it was different, and 
only the expression can be protected un- 
der American law. In the other case, it will 
argue that the differences in its software 
and that of Microsoft and Hewlett- 
Packard are so minor that the latter two 
companies should pay Apple royalties. 
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cal change, out in the marketplace and 
hand-in-hand with suppliers, is the surest 
way to achieve that. 

Even in one of the rare cases where a 
Japanese company does come up with a 
blockbuster breakthrough, it is the ability to 
refine repeatedly the original product which 
allows it to reap the rewards against an army 
of imitators. When Sony introduced its 
Walkman in 1980, the company created an 
entirely new market for tiny stereo players. 
As scores of other Japanese companies 
scrambled to meet the demand for personal 
stereos, Sony's market share first plum- 
meted and then steadily climbed back (see 
chart), largely because Sony was able to stay 
ahead with a stream of new and better mod- 
els. The first Walkman had 232 parts; to- 
day's equivalent has 118 and takes half as 
long to assemble. The company now offers 
20 different models and continually intro- 
duces new features to meet changing tastes 

Sony's example suggests that the abilir, 
to tinker usefully is more important for suc- 
cess than dreaming dramatically. Intense 
competition and the free flow of ideas do 
not mean that products have become stan- 
dard commodities. Just the reverse: firms 
compete by stressing and creating variety. 








A Xerox spokesman says 
that recent changes in copyright 
law and Apple's newly aggres- 
sive claims that it owned the 
Macintosh technology promp- 
ted the suit. Xerox has asked the 
court to order a cancellation of 
Apple's copyrights because of 
fraud, and to order Apple to pay 
damages for unfair competition. 
It claims that, by asserting that 
it developed the interface 
popularised on the Macintosh, 
Apple had damaged Xerox's 
reputation and made it impossi- 
ble for Xerox to license the technology to 
other companies. 

That is a brilliant attack, according to 
lawyers specialising in intellectual-prop- 
erty law. Another factor favouring Xerox 
is that two personal-computer companies, 
Sun Microsystems and Metaphor Com- 
puter Systems, earlier this year acknowl- 
edged Xerox's invention of the interface 
by agreeing to license the technology from 
Xerox and not from Apple. 

Xerox says it intends to protect its 
copyrights, but will offer licences at rea- 
sonable fees to any other PC maker. That 
would clearly hurt Apple, because it 
would spur the development of many 
other easy-to-use, graphically oriented 
personal computers to compete with the 
Macintosh, Apple's most important 
product. 












Another happy new year? 


The OECD's latest economic forecasts suggest that the good times will 
continue to roll for most rich countries 


HE difference between December 

1989 and December 1979 is striking. 
Ten years ago inflation was accelerating 
rapidly after just four years of economic 
recovery, and a doubling of oil prices was 
about to tip the world into deep recession. 
Today, as rich economies enter their 
eighth successive year of growth, there is 
still no sign of recession—and inflation re- 
mains moderate. 

The rich economies grew by an esti- 
mated average of 3.696 in 1989. The Paris- 
based Organisation for Economic Co-op- 
eration and Development (OECD) in its 
latest Economic Outlook expects its 24 
member countries to grow more slowly in 
1990 and 1991, but it has still pencilled in 
GNP growth of around 3% in both years. It 
expects the sharpest slowdown among the 
big economies to be in America and Brit- 
ain, while Japan and continental Europe 
continue to boom. 

Japan's GNP is forecast to grow by more 
than 496 in both 1990 and 1991, and West 
Germany's growth is expected to top 396 a 
year. The laggard might be Britain; its GDP 
is forecast to grow by only 1.396 next year. 
Indeed, the OECD warns that Britain's 
growth could be even slower than that, 
because the effects of high interest rates 
are so uncertain. 

Most previous economic upturns were 
brought to a halt by accelerating inflation 
which forced policymakers to slam on the 
brakes. This time, although inflation has 
picked up, the OECD expects it to stabilise 
at an average of 42% (measured by the 
GNP deflator) over the next two years. 

The good news is that, despite strong 
growth and falling unemployment, wage 
rises have been surprisingly modest, ex- 
cept in Britain, compared with the 1970s. 
Perhaps, muses the OECD, the structural 
reforms in the 1980s have made markets 
work better and so raised the rate of 


1988 
United States 4.4 

| Japan 57 
West Germany 3.6 
34 
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% increase over 
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growth which is consistent with stable in- 
flation. If structural reforms have had a 
bigger impact than generally thought, 
then the 1990s may look even rosier than 
the OECD predicts. The OECD has underes- 
timated growth in the industrial world in 
each of the past three years. 

The bad news is now only too familiar: 
the OECD expects no further progress in 
narrowing current-account imbalances in 
the next two years. America’s current-ac- 
count deficit is expected to stick at around 
$120 billion. In this the OECD is being 
more optimistic than many forecasters, 
who expect the deficit to widen again. The 
OECD believes that the big improvement 
in America’s competitiveness een 
1985 and 1987 will continue to affect 
trade flows over a longer period than stan- 
dard economic models allow. 

Even so, America’s external deficit will 
continue to loom large. So why does the 
OECD seem somewhat less worried than in 
the past? One reason why the dire conse- 
quences promised for America’s twin defi- 
cits have not materialised is that these def- 
icits have, in fact, fallen steadily as a share 
of ONP. America’s current-account deficit 
has fallen to about 2% of GNP from a peak 
of 3.2% in 1987, and its total budget defi- 
cit (including state and local government) 
is forecast to be only 1% of GNP next year, 
compared with 3.5% in 1986. 

Meanwhile Japan's current-account 
surplus is expected to widen in dollar 
terms over the next two years. But, at 
2.2% of GNP in 1990, it will be half its 
peak. West Germany's current-account 
surplus, by contrast, looks set to swell to 
5.496 of GNP by 1991. Indeed, in dollar 


terms West Germany is set to overtake Ja- 


year % increase over previous year 
1988 1989 1990 1991 


33 43 44 
04 13 26 
15 3.0 
32 34 31 


6.0 5.6 
6.6 65 
3.5 45 
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pan and have the world's biggest E | 
in 1990. Much of Germany's surplus will || 


be with its European partners, even 
though in 1990 and 1991 its domestic de- 
mand will outpace the EC average for the 
first time in six years. 


Sustainable 


able suspense : 

[s America's current-account deficit of 296 
of GNP sustainable? Forecasts pointing to | 
an ever-rising ratio of net foreign debt to 


exports suggest not. Eventually America 


will face debt-servicing problems, as other 


debtors have done, and be forced to in- : | 


crease domestic savings. 


An alternative approach to the ques- — 
tion of sustainability is to track the global — 


supply of dollar assets relative to demand, 


assuming that the dollar share in private- _ 


sector portfolios remains constant. 

1989 the dollar benefited from a sharp fall 
in the supply of dollar assets and an in- 
crease in demand as investors sought to 
restore the share of dollar assets in their 
portfolio after the drop in 1987. The 


OECD estimates that the global supply of - 


dollar assets (crudely defined as the sum of 
America's current-account deficit, minus 
its net inflow of foreign direct investment, - 
plus the government's capital ouflows and 
net dollar borrowing by the non-Ameri- 
can public sector) in the first half of 1989 
ran at less than half the level of 1987. 

The OECD concludes that if (a big if) 
the market retains its confidence in the — 
American economy and investors at least — 


maintain the share of dollar assets in their — 


portfolios, then the present size of Ameri- 
ca’s current-account deficit is sustainable. 


The only snag is that the strength of Gps | 


tal flows into America may be partly due 
to underdeveloped financial markets else- 


where. There is therefore considerable || 





| 
| 
| 
| 
| 


i 
| 
| 
| 


scope for portfolio diversification out of || 


dollars and into other currencies as 


liberalisation of capital markets in Europe — 
and Japan increases the depth and liquid- _ 
ity of these markets. 


The best advice for the 1990s? If more - | | 


and more economists argue that Ameri- - 


ca's trade deficit is actually — j 


start worrying. 


Inflation (GNP deflator) Currant-account balance 


1988 
-126.6 


$ billion 
1989 
-122 
61 
61 
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_ America’s department stores 

p” " 

. Not the season to 

/ NEW YORK 

— QYEEDY retailers have always been fond of 
MJ the ploy of staging a “going-out-of-busi- 
ness" sale. But there are three big differ- 
, ences about a similar sale being held by B 
. Altman. Altman is 124 years old, it is one of 
_ America's most famous department stores, 
and it really means what it says. The “every- 
thing must go" signs in the windows of its 
flagship store on Manhattan's Fifth Avenue 
have attracted so many bargain hunters that 


j 
P 


the fire department has sometimes ordered 
Altman's security guards to close the doors 
temporarily to prevent over-crowding creat- 
- ing a fire hazard. 

— Australia's Hooker Group, the owner of 


Altman's as well as Bonwit Teller, another 
[ 
| The white stuff 


.. VAL D'ISERE 


HIS season's aprés-ski chat in Al- 
pine bars is less about the fastest ski 
or the hunkiest ski instructor than about 
the possible effects of global warming on 
the European ski industry. After two 
poor seasons, hoteliers, ski-lift compa- 
nies and ski-equipment manufacturers 
are again fretting about the dearth of 
snow in the Alps. Val d'Isére, which is 
| among the highest ski resorts in the Alps 
and is to host the men's downhill event 
in the 1992 winter Olympics, had only 
one ski run open in mid-December out 
of more than 60. 

In the past few years many ski resorts 
have invested in an artillery of artificial- 
snow cannons to cover their embarrass- 
ment. But even snow machines cannot 
guarantee white slopes if things are 
warming up: they work only at tempera- 
tures of below -2°C, 

The jury is still out on whether the ski 
industry really is a victim of global warm- 
ing. The old men of Val d'Isére remem- 
ber similar cycles of mild weather in the 
past. They worry less about global warm- 
ing than the thickness of the onion skins. 
The good news is that the skins of this 
autumn's crop are thicker than usual, 
Which is thought to mean a hard winter 
is on the way. 

Skiers everywhere are praying that 
the mountain men know their onions. If 
‘not and the snow fails to fall, empty hotel 
beds, debt-laden lift companies and racks 
of unsold skis will be blamed on the 
| greenhouse effect caused by industrial 





Wilting under a load of debt 


ritzy New York store, is reorganising under 
America's bankruptcy laws. Other depart- 
mental chains are also oozing red ink—and 
for the same reason. Their operating profits 
are too small to service the large debts that 
have come out of leveraged buy-outs. 

Heller Financial and the crr Group, two 
of America's largest factoring companies, 
have refused to continue providing credit to 
suppliers to Federated Department Stores 
and Allied Stores Corporation. Leslie Fay, 














and urban pollution. Yet skiers are them- | 
selves among the least environmentally- | 
friendly beings on this earth. | 

To create the 40,000 or so ski runs in 
the Alps, trees have been chopped down 
and mountain sides bulldozed, leaving 
slopes bare of vegetation and open to soil 
erosion. Hillsides are festooned with py- 
lons and lifts. Alpine roads are congested 
with traffic every Saturday; their exhaust 
fumes are killing the trees, while off-piste 
skiers trample saplings. A study by the 
International Centre for Alpine Envi- 
ronments identifed downhill skiing as 
the most environmentally damaging ac- | 
tivity in the Alps. 

Some tour operators, such as Mark | 
Warner, a British company, are turning 
greenish at the edges. Their hotels in the 
Alps have a policy of using ozone- 
friendly furniture polishes and air fresh- 
eners. But many skiers wax their skis 
with aerosol cans containing CFCs and 
wear trendy go-faster ski suits coloured 
with fluorescent dyes. Is the ski industry 
in danger of killing off the snow goose 
that lays the golden eggs? 














the retailers’ main supplier of clothes, has 
heeded the advice of Dun & Bradstreet, a 
leading credit-rating agency, and stopped 
selling to them. 

Federated and Allied are both retail 
subsidiaries of the Campeau Corporation 
headed by Mr Robert Campeau, a French- 
Canadian property developer turned dry- 
goods merchant. Both subsidiaries recent! 
informed the Securities and Exchange Con 
mission in Washington that they might have 
to file for protection from creditors under 
America’s bankruptcy laws if their efforts to 
refinance their debts failed. 

Among the jewels in Allied’s crown are 
Bon Marché, Maas Brothers, Jordan Marsh 
and Stern’s. Federated’s retailing gems are 
even more precious. Besides Burdines, Laza- 
rus and Rich's, they include Bloomingdale's, 
the favourite shop of tourists and Manhat- 
tan yuppies, and Abraham & Strauss, 
which in November opened a lush new store 
in New York across the way from Macy’s. 

The withdrawal of credit by factors and 
the talk of bankruptcy have provoked panic 
in the rag trade. The department stores’ sup- 
pliers in New York’s garment district hope 
that the Campeau retailing groups are just 
crying "Wolf!" to put pressure on lenders 
and bondholders to agree to better terms. 

By now it is painfully obvious to every- 
body in retailing that Campeau paid far tc 
much when it bought Allied Stores for $3. 
billion in 1986 and Federated Stores for 
$6.6 billion in 1988 after a bitter battle 
against Macy's. Its resulting financial prob- 
lems are casting a pall over department 
stores everywhere. They are also complicat- 
ing the plans of B.A T Industries to sell its 
Marshall Field, Saks Fifth Avenue and other 
store chains as part of its effort to repulse a 
takeover bid from Sir James Goldsmith. 

The going-out-of-business sales at six of 
Altman's seven stores (the Cincinnati store 
is remaining open) is putting pressure on 
the prices, and so the profit margins, of rival 
stores during this holiday season. The pain 
will get worse. Macy's is among the chains 
least fitted to survive such hardship. It re- 
ported a net loss of $33.1m for the quarter 
to October 28th, after paying $178m inter- 
est on $5.7 billion of debt. The pressure will 
intensify if others, like Altman, go out of 
business offering “unbelievably low prices". 
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Dear Mr Claus, 


What follows is an executive summary of our recommenda- 
tions following the strategic appraisal we undertook on your 
behalf. It is our subjective conjecture that the innovations we 
‘suggest will infuse your operations with some of today's most 
exciting management theories. Result: a serious and quantifi- 
able improvement to your profitability scenario. 


1. Marketing. You are under-utilising a potentially powerful 
global brand. In areas where your product is already well 
known, your image is (you are variously known as Santa, 
Father Christmas, Pére Nicholas and, in Poland, Gwiazdor). 
Our corporate-identity partnership suggests that you adopt a 
more modern name: ClausCo. This will enable you to en- 
hance your market momentum by using the same logo and 
trademark around the world. 

In areas where the brand has been less successful, our 
market research shows that you are seen as too "cold", too 
"old" or too "Christian". Tomorrow's corporate winners 
will need to "think global and act local", so ClausCo's mar- 
keting approach must be tailored to individual country needs. 
The target market in Thailand, for example, 
would react well to the image of a younger, T- 
shirted figure, perhaps carried on a water- 
sleigh towed by dolphins. A number of inter- 
national rock stars—many of whose products 
are already well-established in the Christmas 
market—have shown an interest in endorsing 
your product. Christmas carols, we feel, do 
not convey the consumerist message your op- 
eration now requires. 

Your global brand can be used to capture 
new markets. We have identified four pro-active strategies 
geared to the expansion of both your product range and sell- 
ing season: . 

@ Given the present concern over animal rights, we feel that 
the Easter Bunny might be vulnerable to an aggressive, life- 
style-oriented marketing campaign. 

e A Quick-Claus drive-in present-take-away franchise (or QC- 
DIPTAF) for industrialised-country markets, where consumers' 
time is at a premium. 

@ The Claus Channel. Given the shortage of programming in 
the rapidly liberalising media environment, we feel a child- 
oriented cable and satellite channel could be a money-spinner 
in its own right, as well as providing valuable marketing expo- 
sure for your products. 

e Financial services. Hire-purchase financing of your own 
presents, via ClausCard, is a natural extension. Santa Securi- 
ties could also provide school-lunch bonds, bicycle-equity-in- 
vestment plans and dolls-house mortgages for today's increas- 
ingly prosperous pre-adult consumer. 

To be most effective, your brand name requires better. 
protection. Your trademark should be able to gain tight pro- 
tection under most countries’ laws. Yet department stores, 
charities and amateurs impersonate your jolly-fat-man- 
dressed-in-red corporate logo—and the sometimes unsavoury 
characters so employed hurt your brand image. We suggest 
you sue first; perhaps license, for a suitable royalty, later. 


2. Sales and distribution. Your present ordering system is 
outmoded. We estimate that approximately 89.763% of re- 
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quests sent up the chimney never reach your grotto at the 


North Pole (or, as we believe you should you rename it, “just- — 


in-time toy-transfer facility" or jrrrrr). We suggest colour- 
coded, machine-readable forms, on which children specify ex- 


actly which presents they want. Those orders should be put 


into a central Toy Purchasing System (TPs), which would, of — 


course, incorporate the latest material-requirements planning 
(MRP II), statistical process control (SPC) and total quality man- 
agement (TOM) techniques. 


3. Pricing. Though payment-in-kind does offer some tax ef- 
ficiencies, we doubt the wisdom of accepting "goodness" as 
part-payment on presents. Despite the liberalisation of finan- 
cial markets, secon 


of traditional Anglo-Christian concepts of goodness may 
leave you liable to class-action suits in the United States, 
among other places, on the grounds of discrimination. All in 
all, we suggest you adopt a cash-only policy. 

Our research further finds that your market is reasonably 
price-insensitive, principally because the pur- 
chase-selector, usually a child skilled in emo- 
tional blackmail, is not spending his or her 
own money. This is a unique opportunity that 
you do not fully exploit. Given a more flexible 


your seasonal monopoly to raise revenues sig- 
cal antitrust laws. 
4. Workforce. While applauding your sup- 


port for the elf community, we believe that the grotto (JITTTF) 
needs comprehensive hierarchical restructuring. We calculate 


that one robot could do the job of ten elves. But the more - 


obvious course is to outsource to Asian suppliers. 


5. Financial structure. The changes we'propose may neces- 
sitate a change in your financial structure. The cost could be 
met either by debt or through the issue of new ClausCo eq- 


uity. Shares could be higher priced, for the reasons stated in. 
section 3 (paragraph 2) above, if offered directly to children. - 


But there are other techniques available to you. A new issue 


4 
of snow bonds. Mortgage the grotto. Enter into joint ventures — 


with the big multinational toy companies, which will then co- 
finance your global expansion. 


Our bill is attached. You may find it necessary to follow 
our expansionary recommendations in order to pay it. - 


Should ClausCo, in future years, require further advice (on, - =: 


for example, poison-pill strategy and other anti- rem- 
edies) we will be delighted to assist. My colleagues and I will be 


happy to discuss this report with you after the holiday season. 


Until January 20th, however, we will be on the beach. 


Sincerely, 


be NO 


Rosa-Tom Druckporter 


nificantly. You should, however, be wary of lo- | 


dary trading in goodness remains illiquid. — 
Standards for this commodity are problematic. Enforcement — 


pricing regime, you could take advantage of ES 
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[BUSINESS THIS DECADE 


During the 1980s the centre of 
world business moved east. In 
1985 Japan became the world's 
. biggest creditor; America the 

world's biggest debtor. Japanese 
. industry dominated sector after 
sector: cars, chips, robots, machine 
North America's trans- 
Pacific trade (worth $199 billion in 
1988) passed transAtlantic (worth 


— $115 billion). Intra-Pacific trade is 


catching up quickly. Yet the dollar, 


| which doubled its value and then 


halved it again, remained the 
world's top reserve currencv. 


e Down Mexico way e 
Latin America's debtors took the 
| world's financial system to the 

brink in 1982, when Mexico 


= threatened to default on $57 bil- 


lion-worth of debt. Though the 
debt saga has not gone away, 
banks and debtors alike have 


| gradually been punished. In 1987 


Citicorp made a provision of $3 
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Asia booms 160 


Real GDP per person ages a 
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$ Excluding Japan 


The doubling of the oil price tipped the world econ- 
omy into recession at the start of the 1980s, but 
since 1982 industrialised countries have enjoyed 
seven successive years of growth. Japan topped the 
rich countries’ league; the United States and Europe 
lagged behind. Except in the booming Asian NICs, 
the poor got poorer: income per person in develop- 
ing countries in Africa, Latin America and the Mid- 


hasn’t yet, but a handful of East 
European countries have joined 
GATT, Second, new regional free 
markets, such as those brought 
about by the free-trade agreement 
between Canada and America, 
and the European Community's 
1992 project, helped. But they 
also created a danger of regional 
trade wars. 


e Finance e 

Nobody liked free markets more 
than financiers. In 1980 there was 
only one genuinely free financial 
market: the Eurobond market. 
Stockmarket deregulation 
changed that. Japan loosened its 
rules gradually but radically 
throughout the decade. Britain 
ended its domestic financial cartels 
in 1986's "Big Bang". Milder re- 
forms took place throughout West- 
ern Europe. 


Capital now chases round the 


billion to cover bad debts, fol- 
| lowed by most of the world’s 
banks. No country that resched- 
uled in the 1980s has become 
creditworthy again—except possibly Ro- 
mania, which starved and is now shoot- 


.| ingits population to do so. 


E Governments a 
Top tax rates % 


1979 1989 1979 1989 


$|8/5|$9|8 
2) 8/2) 8/& 


4 42 
56 56 
46 28 





Personal tax rates fell in all the biggest 
| economies, and some corporate rates too. 

- America's Ronald Reagan and Britain's 
Nigel Lawson pioneered tax reform. The 


| experiment seems to have worked: reve- 
j| nues from personal taxation in Britain 


. and America actually grew in real terms 
5 peine the decade, especially from higher 
income groups, because people made 


dle East plummeted in the 1980s. 





Led by Margaret Thatcher, governments 
sold parts of state-owned industry. The 
first big privatisation was British 
Telecom in 1984; others include Japan's 
NTT, France's Crédit Agricole and most 
of New Zealand's public sector. The al- 
leged benefits: wider share ownership, 
billions of dollars to national treasuries 
and a few signs of better management. 
The drawback: few of the newly 
privatised companies faced any 
competition. 


e Free trade e 
Governments were less clever at encour- 
aging free trade. In the early 1980s they 
piled up protectionist red tape to cod- 
dle inefficient domestic firms and win 
votes. The effects remain. The share of 
America’s imports restrained by quotas 
and other barriers rose from 12% in 1980 
to nearly 25%. Japan became less protec- 
tionist and the share of its imports made 
up by manufactures rose from 25% to 
around 50%, but Tokyo remained a 
tough place for foreigners to do business. 


Two chinks of light appeared. First, the 
Uruguay Round of the General Agree- 
ment on Tariffs and Trade, launched in 
1986, tried to tidy up the ragbag of old 


world at the touch of a button. By 
1989 most currencies and some 
bonds and shares were traded glob- 
ally. The new freer atmosphere allowed fi- 
nancial "rocket-scientists" to invent a 
whole range of new instruments. Cur- 
rency- and stock- options and futures 
markets sprouted in international mar- 
kets. New world-spanning firms, such as 
Citicorp, Nomura and Salomon Broth- 
ers, tried to prove that they were global 
too, but most were at home only at home. 
Securities firms took on too many traders 
and analysts. The big beneficiaries: insti- 
tutional investors and companies that 
wanted to raise money. 
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For aficionados of financial skuldug- 
gery, the 1980s were vintage years. Scan- 
dals included America's savings and loan 
industry, Ivan Boesky, Japan's Recruit, 
Barlow Clowes, Johnson Matthey Bank- 
ers, Banco Ambrosiano and Guinness. 
But crookery may be getting harder: 











| more money. Or that was how some | rules and to make new ones for services, | Swiss banks helped finger Boesky and, in 
. economists explained it. intellectual property and agriculture. It | 1989, the EC made insider-dealing laws. 
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e Companies e e Science and technology e _ 
Despite a etam. je pace t. borrow- Te ull ONIS I Once iBM transformed it from the 
ing, corporate America's debts dans : nerd's narcotic to a profession 


only increased from 33% of GNP in 
1980 to 3996 in 1989. Debt became 
more easily available through the 
issue of high-risk junk bonds. The 
decade's biggest takeovers were 
debt-financed. In 1988 Philip Mor- 
ris bought Kraft for $13 billion; 
Kohlberg Kravis Roberts, a lever- 
aged-buy-out firm of which no- 
body had heard in 1980, bought 
RIR Nabisco for $25 billion; Sir 
James Goldsmith, who left Britain 
in the 1970s in disgust at socialism, 
returned to bid $21 billion for 
B.A.T in 1989. The biggest takeover 
in 1980 was Sun's $2.3 billion bid 
for Texas Pacific Cil. 


Predators, cheap debt and "short- 
term" stockmarkets convinced 
many businessmen that it was bet- 
ter to own your own company. 
Many businessmen opted for 
management buy-outs and pay- 
ing their top managers with shares 
and options. 





Companies restructured, selling assets 
and tossing out layers of management in 
an effort to make themselves mean and 
lean. Many of the biggest conglomerates 
were “unbundled”. Why keep big compa- 
nies together, argued corporate raiders 
like Lord Hanson and T. Boone Pickens, 
when they are worth more separately? 
Ever eccentric, service companies went 
the other way: marketing conglomerates 
(such as Saatchi & Saatchi and wep), fi- 
nancial supermarkets (such as Citicorp), 
even accountants (such as KPMG) all de- 


cided that bigger was better. 


Gurus abandoned long-term strategic 
planning, discredited by the oil shocks of 
the 1970s. A long list of management 
fads filled bestseller lists and the pockets 


of consultants: corporate culture, strate- 
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Out of the deepest postwar recession came forth the 
greatest bull market since the roaring twenties. Fed 
by central banks’ looser money, first-world econo- 
mies prospered and stockmarkets soared. Then the 
easy money slowed, and interest rates began rising. In 
1986, when bond prices fell, shares continued to rise: 
the great crash of October 1987 brought them back 
into line. Tokyo continued upwards; Wall Street 
managed, only just, to set new records in 1989. 





gic business units, leadership, excellence, 
hollowing-out, total quality control, con- 
tinual change, and finally, with the guns 
of stockmarket raiders pointed at the 


heads of senior executives, unbundling. 


"Global markets" became less of a 
pipedream. Companies became less timid 
about making cross-border acqui- 
sitions. Some industries—for example 
chemicals, pharmaceuticals, media, ad- 
vertising—went acquisition-mad. And 


marketing companies began to look for | 


“global” opportunities to sell their prod- 
ucts. However, some markets showed ev- 
ery sign of fragmenting—witness the 


growth of Hispanic advertising in North 


America. Anything with the power to 
leap across a frontier—for example a con- 
sumer brand or patented intellectual 
property—increased in value. 


e Vital materials e 

In the wake of two oil shocks, the 
industrialised world guzzled less eagerly. 
The price of a barrel of oil, $34 in 1982, 
collapsed to $9 in 1986 before edging 
back to today's price of $19. orEc's oil 
revenues tumbled: in 1989 the cartel 
earned about $115 billion, down from 
$287 billion in 1980. Oil companies got 
hungry: Chevron bought Gulf, Texaco 
snared Getty. 
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workstation in 1981, the person 
computer spread like a fungus. — 
109m had been sold by the de — 


entrepreneur had a go. Some, like — 
Osborne, boomed and died. Oth- — 


as Compaq, boomed and 


tific gulf. There was no American — 
space shuttle, no Russian US sta- 
tion, and Star Wars was a film. 


oncogenes that caused it were un- 
known. None of the 10m people 
who may now be infected with 
AIDS had heard of the disease. w 
and Z were just the tail end of the 
alphabet, not the latest basic parti- 


most exciting field in mathematics. 
The green-house effect and the 


conductors were just impossible. 
Fax was a spelling mistake. 


e Greed is good e 
Enterprise culture, yuppy, golden para- 
chutes, golden hellos, Gordon Gekko: 


the 1980s was a decade where being paid | 


well was no longer embarrassing. 


junk bond king, Michael Milken, who ia | 


currently facing racketeering ch 
earned $550m in 1987. If his emploie: 
Drexel Burnham Lambert, had fellowes 


J.P. Morgan's advice and paid its lowest - 


paid employees at least one pestis 


of the highest, Wall Street messenger - 
boys would have received $22m. 


e So farewell e 


Sanko Steamship, AEG, aded Brothers | 
Kuhn Loeb, EF Hutton, International | 
Harvester, Consolidated Gold Fields, | 


Sperry, Burroughs, Singer . . 


cade's end. Every self-respecting | 


ers that did not exist in 1980, such J 


verd is the other side of a scien» | 






There was cancer, but the | 


cles. Chaos was confusion, not the 


ozone hole kept nobody awake at 
nights. High temperature super- - 
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Lombard 
the British Bank 


with a history of 
making money 
grow 


When you open a deposit account with Lombard you know 
you are entrusting your money with a major UK Group with 
a history of business in the world of finance spanning more 
than 125 years. 


And we are one of the largest banking subsidiaries in the 
National Westminster Bank Group, itself one of the biggest 
banking groups in the world. 


Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


As an added benefit for non residents of the UK all interest 
is paid without deduction of tax at source. 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


To know more about 
the benefits of 
saving with Lombard 
and making 
your money 
grow, please 

| complete and 
return the 
coupon or 
'phone 
Stephen 
Carter on 
0737 776861. 








CoA c-— Í i enh = 
| To: Stephen Carter, 


The location of our West End Deposit Office, 


Lombard North Central PLC, 38a Curzon Street, London W1 
Banking Services Department 635, 
38a Curzon Street, London W1A 1EU 18A 


Please send me, without obligation, a copy of your deposit account 
brochure and current interest rates. (PLEASE WRITE IN CAPITAL LETTERS.) 


NAME (Mr/Mrs/Miss) 
ADDRESS 


~_ oa ^ 


A 











Registered in England 

No. 337004 

Registered Office, 
Lombard House, 

3 Princess Way, Redhill, 
Surrey RH1 1NP, England 


| (Lombard 


= The Complete Finance Service | & A member of tcn it 
i Deposit Accounts dd o 
} * exceed £4,800,000,000. 
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OPTIMISE 
PERESTROIKA 


Former CYRUS S. EATON COMPANY 


President & Director 
(43 years old) 


With pioneer track record launching highly successful 
ventures in communistic jurisdictions including Russia 
and China, coupled with significant field work experi- 
ence in Eastern Europe and Cuba with emphasis on 


TOURISM—HOTELS—LEISURE 


Eminently qualified to marshal your corporate re- 
sources for maximum strategic impact given the un- 
folding opportunities. 


Twenty-five years of US and multi-national back- 
ground in finance, operations, management and devel- 
opment with unparalleled ROI effectiveness. Triple A 
references available. Mother tongue German. 


Please write with details of your company and objec- 
tives to: Chairman, SummaCrest (Bermuda) Ltd, The 
Tower, Hadlow Castle, Nr. Tonbridge, Kent TN11 
OEG, United Kingdom, or Fax on 44 732 360 178. 


Privatization 


and Economic Revival 


Privatization is taking place right across the world 

Governments of all shades of political opinion are using privatization 
to re-invigorate state industries, state services, and state-planned 
economies 





The theme of the Fourth London Conference on Privatization will 
be ‘Privatization and Economic Revival’ and will be of value to those 
from developing countries and non-market economies 

The conference will also be useful to those from industrialized 
nations with industries or services that are politically or economically 
difficult to privatize 

Sir Geoffrey Howe, Deputy Prime Minister and a former Chancellor 
and Foreign Secretary, will address the conference. Other speakers 
will be from major international companies involved in worldwide 
privatization and from some of 
the many countries where 
privatization programmes are 
under way 


The Fourth London 


CONFERENCE 


PRI VATIZATION 
July 12th-13th 1990 


For further details contact: 
The Adam Smith Institute, 
23 Great Smith Street, 
London SWIP 3BL, UK. 
Telephone: 01-222 4995. 
Telex: 01:931770 WIBU G. 
Fax: 01-222 7544. 
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Bankers put some oomph into 
Japan's Liberal Democrats 


TOKYO 


APAN'S big banks are frightened that 


house election in July 1989, will fail to win 


a majority in the election of the more Ao) 







important lower house of the Diet 
(parliament) expected on Feb- N 
uary 18 1990. If the LDP E: 
oses its majority, deregu- ° —— ex 
lation legislation would 
be jeopardised and, with 
it, the banks' ambitions to 
become stockbrokers in 
Japan's new financial 
world. 
For that reason, the 
13 big city (ie, national 
commercial) banks and 
three long-term credit banks 
are stumping up ¥15 billion 
: ($104m) in emergency finance 
€. for the LDP’s campaign—repay- 
able at only one percentage 
point over prime rate. 
The donations are in- 
tended to make sure that 
the next government is 
an LDP one—and one 
that looks more than a 
little favourably on the 
bankers’ desire to be- 
ome stockbrokers when the Ministry of Fi- 
nance makes its final rec- 


ommendations on 
deregulation in the 
summer of 1990. 


Banks have be © 
come more eager to move 
into the securities business 
than brokers are to become k. 
bankers. No wonder. Japanese 
banks have lost much of their corpo- 
rate-finance business over the past five 


years to the capital markets. On top of that ` 


EN 


E ^y 
WON CR 
RO. * 
¥1.2 trillion before 
m i tax in 1988 but that was mis- 


leading. Almost a third of the in- 

crease came from the sales of hidden 

assets. And in the half-year to September 

30 1989 the 13 city banks raised net income 

to Y630 billion, up a miserable 2.896 on the 
previous six months. 

The banks have been allowed to under- 
write government bonds and to dabble in 
currency and interest rate futures. They 
have also been given permission to repack- 
age home loans as interest-paying bonds for 
sale to institutional investors. Now they 
want to securitise other forms of consumer 
debt, including car and credit-card loans. 

The one thing that Japanese banks des- 
perately want, however, is the chance to un- 
derwrite corporate bonds. The securities 
firms have been determined to preserve this 
hugely profitable business for themselves. 
Most of them blanch at the mere thought of 
the mammoth retail banks selling shares, 
warrants and certificates of deposit through 
their large networks of local branches. The 
average city bank has more than Y30 trillion 


the staple business of the city banks—for- |, ©- 


eign exchange—has gone soft, with most 


caught out earlier in 1989 by the dollar's 
surge against the yen. 

Profits from bond dealing have also 
fallen as the government issues fewer and 
fewer bonds. Mitsui saw profits from bond 
dealing collapse from Y21.7 billion in 1987* 


to a loss of Y5.7 billion in 1988. True, Ja- 
pan's huge city banks reported a profit of 
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of assets—nearly ten times more than Ja- 
pan's largest broker, Nomura. y 
Japan’s securities houses are coining 
money, despite a slide in trading volume on 
the Tokyo Stock Exchange. Thanks mainly 
to a booming trade in warrants, mainly ot 
Japanese bonds issued in the Euromarkets, 
the four big securities houses—Nomura, 
Daiwa, Yamaichi and Nikko—made net 
profits of Y306 billion in the six months to 
September 30 1989, an increase of 14.5% on 
the six months to March 31st. b 
Six months ago the banks thought they 
had the right to enter the lucrative broker- 
age business in the bag. After two years of 
deliberation, officials in the finance ministry 
came up with details for deregulating Ja- 
pan's financial industry, which is 
compartmentalised under Article 65 of Ja- 
pan’s Securities and Exchange Law. "n 
ings looked even more promising in 

June 1989 when the architect of the deregu- 
lation proposals, Mr Sadaaki Hirasawa, was 
elevated to the top post—administrative 
vice-minister—in the ministry's annual job. 
shuffle. Mr Hirasawa was the first banking- 
bureau chief to become vice-minister since 
Mr Satoshi Sumita, who went on five years. 
ago to become the governor of the Bank of 
Japan (from which he retired only last wee x). 
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- . Before his promotion, Mr Hirasawa 
- pushed the pace of reform in the banking 
industry's favour. His personal preference 
- was to allow wholesale investment banks 
which could offer business clients a full 
range of financial services—from underwrit- 
_ ing corporate bonds to managing trusts. 
— But the disastrous slump in the govern- 
 ment's popularity—over the Recruit share- 
dealing and sex scandals, as well as broken 
_ promises—has left the Socialists in a posi- 
tion for the first time in 34 years to wrest 
- power from the Liberal Democrats. The So- 
. cialists me many old scores to settle with 
- the banks 
Not that Japan's Socialists, Commu- 
nists and other opposition parties have 
sed love for the country’ s brokerage 
— houses. With fewer than one in six people in 
.— Japan owning shares, securities firms are 
. seen by the man on the Asakusa omnibus as 
-downright disreputable. A coalition govern- 
OS ment led by the Japan Socialist party might 
stop all further financial liberalisation. 
1 So far, it has been the finance ministry's 
banking bureau that has done all the talking 
E in the deregulation debate. In May 1989 its 
rs came up with two proposals for 
E carving up the financial spoils between 
- banks and brokerage firms. The recommen- 
. dation favoured by officialdom is to set up 
wholesale universal banks. These would al- 
E w city banks, long-term credit banks, trust 
- banks and securities firms to muscle into 
on another’ s business through subsidiaries. 
— Japan's big city banks would go along hap- 
_ pily with such a proposal as long as the sub- 
-sidiaries were allowed a reasonable number 
of branches—at least half a dozen. 
Unfortunately for them, the running is 
. now being set by the finance ministry's se- 
 curities bureau. Civil servants there have yet 
- to be convinced that Tokyo's big and eff- 


v oak: 












- such moves. Meanwhile, the securities 

- houses, enjoying fixed commissions in 

largely protected markets, are (understand- 
ably) dragging their feet. 
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Britain's privatised water companies 





Eau to be in England 


HE French, so the British like to think, 

have found their true role in Europe. lt 
is to provide Britain with its most basic ser- 
vices, from electricity to undertaking. The 
latest cross-channel move is water: on De- 
cember 18th Lyonnaise des Eaux, France's 
second-biggest water company, announced 
it had bought into three of the ten British 
water companies that had been privatised 
only a week earlier. It helped explain the 30- 
6096 first-day premiums and the heavy first- 
day turnover on London's International 
Stock Exchange, when 1596 of the compa- 
nies' shares changed hands. 

Lyonnaise owns outright four of the 29 
smaller water companies that were already 
in Britain's private sector. It also disposes of 
British municipal waste and, through the 
the purchase of a stake in PFG Hodgson Ken- 
yon International, handles coffins. After 
buying 996 of the shares of Anglian Water, 
6% of Wessex and 296 of Severn Trent, Ly- 


onnaise will have invested some £300m 


($480m) in Britain. The announcement of 
Lyonnaise's stakes sent water-company 
shares scurrying upwards. Two other 
French companies, Générale des Eaux and 
the smaller SAUR, owned by Bouygues, a 
construction firm, also own a clutch of 
smaller water companies and have an eye on 
the newly privatised ones, such as South 
West Water. 

The stockmarket’s enthusiasm is over- 
done. First there is the matter of the 15% 
upper limit that any single shareholder may 
own in any one of the ten water companies. 
Second is the "golden share", which allows 
the British government to block takeovers. 
Although Mr Nicholas Ridley, the trade and 
industry secretary, has publicly mused abot 
scrapping the government's several golde 
shares, he is not responsible for water. 
There, the Department of the Environment, 
under a less Thatcherite minister, Mr Chris 
Patten, holds sway. 

What do the French see in British wa- 


What's the odds, guv? 


O INTO any one of Britain's 10,500 

betting shops and feel indulgent pity 
for those seedily-coated men, cigarette 
stuck from upper lip, who rush with bun- 
dled fivers to place their bets on a 
horse just seconds before a 
the “off”. Such men ~ 








are the epitome of the 
compulsive gambler, aren't 
they? Emphatically not, say 
two British academics: they are 
the very models of rational, re- 
turns-seeking investors. 

Mr Alistair Bruce, of the University of 
Nottingham, and Mr Johnnie Johnson, of 
the University of Southampton, recently 
set out to test the validity of previous 
rather skimpy research into patterns of 
horserace gambling in off-course book- 
makers, where 85% of all horseracing bets 
in Britain are placed. Much of this re- 
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search concluded that the plethora of 
stimuli in betting shops—such as loud- 
speaker announcements of prices or of the 
time left until the race—impaired gam- 
blers' better, and rational, judgment. So 
did the hardened punters' habit of bet- 
ting in a rush immediately before the 
start. They did this allegedly to squeeze 
the maximum possible thrill out of bet- 
ting—at the expense of rational decision- 
making. 

Using a sample of 2,000 bets laic 
across the country in the shops o 
Ladbroke, one of the big three book- 
makers, Messrs Bruce and Johnson 
split their data 
into three classes: 
“pre-show” bet- 
ting, placed before 
the first show of 
prices for a race; 
"show" betting in 
the half-hour or so 
before a race when 
active market prices are 
made; and “off” betting in 
the last half-minute before 
the race. They then looked 

at punters' performance 

in each of these three 
classes. 

In one respect, 

the findings con- 


firmed the received 
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ted Mostly, an appallingly: run industry that 


can benefit from French expertise. In 
_ France, private companies like Lyonnaise 
des Eaux compete with each other, and state 
‘companies, to manage water. supplies and 
sewage treatment. Consumers seem to pre- 
fer the taste of priv; 7296 of the 
French population hz 
water, compared wi 
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more ak piti of the 2. 7m private in- 
vestors in water sell their allocations as soon 
as they receive them. 
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wisdom from earlier research. By looking 
at the percentage of bets which produced 

a return in the three classes, there was a 
deterioration as the race drew nearer: 
2296 of bets produced a return in the pre- 
„show period, 21% in the show period 
and 17% in the off. But the percentage of 
stake money which produced a net re- 
- turn (ie, a return that exceeds the initial 
stake) tells a different story: 19% in the. 
pre-show, just 10% in the show, and 2496. 
| (the smart money) in the off. pee 
Messrs Bruce and Johnson conclude 
ES that the kind of punter who places bets 
che off period is, quite rationally, wait- 
^; until he has absorbed all the informa- 
tion available to him in the form of 
prices and late news about the condition 
- of the horses and of the going, etc. More- 
- over, this class of punter bets the most— 
£6.42 ($10.30) a throw compared with 
-. £498 in the show and £2.30 in the pre- | 
show periods. That is quite rational for 
the punters most likely to gain a net re- 
turn on their stake. 
l The academics conclude that the 
- cass that does worst—the show fans— 
reacts impulsively to the stream of in- | 
ormation as it arrives in the betting 
hop on the screens or over the race- 
course commentary. This class of puntet — 















.. is the most common and therefore prob- 
<= ably you. So next time you smugly watch 
> the rush of punters before the off, your 
= choice of nag already in your pocket, 
- don’t feel complacent. Feel your thin- 
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Barlow Clowes and the DTI 


Goodwill 


OT before time, the British govern- 
ment has agreed to pay compensation 
to the 18,000 or so luckless investors who 


- lost around £100m ($160m) when they in- 
vested their money with Barlow Clowes. 
The firm, which advertised itself as an in- 


vestment manager in gilts (British govern- 
ment stocks), was run by Mr Peter Clowes. 
He and four associates face trial on criminal 
charges over the running of the busi- 
ness, | 

Barlow Clowes was licensed in 
1985 (and later relicensed) by the De- 
partment of Trade and Industry, then re- 
sponsible for policing large chunks of the 
City's financial industry. The firm was 
eventually closed down in May 1988 by the 


City's (then) new watchdog, the Securities \ 


and Investments Board, amid allegations ` 
that the pti had fallen down on the job, 
should not have licensed Barlow Clowes in 
1985 and, having done so, had failed to reg- 
ulate the firm properly. 

It is hard to believe that investors véd 
have received anything had it not been for a 
painstaking inquiry by the parliamentary 
ombudsman, Sir Anthony Barrowclough, 
into the Department of Trade and Indus- 
try’s role in the affair. Last year Lord Young, 
then secretary of state at the DTI, launched 
his own investigation into his department's 
handling of the affair. The inquiry was 
headed by Sir Godfray Le Quesne, a barris- 


ter and former chairman of the monopolies 


commission. Sir Godfray's remit was narrow - 
and, although his report catalogued misun-. 
derstandings, indecision and procrastina-. 


tion at the department, he made no recom- 
mendations. That, said Lord Young, 


showed that the DTI could not be held re . 


sponsible. 
Sir Anthony came to a different conclu- 


maladministration'' in five areas by the de- 
partment, which was 
ous and inquiring” in its approach. Perhaps 


the most serious charge by the ombudsman =. 


was that the department failed to appreciate 
in 1985 when granting a licence that Barlow 


Clowes was running not only an investment - 


company in Great Britain but also in Jersey. 


It was this Jersey fund, subsequently moved: 
to Gibraltar, which bore the brunt of the - y: 
losses. Most of the £138m channelled into - 
Gibraltar was not invested in gilts, but lent - 


out without proper records being kept. 


Before granting any licence, the Dri - 
ought to have investigated the Jersey fund, - s 
ostensibly set up for expatriate investors. . 


Says the ombudsman: 


Matters of concern would have included the ex- © 


tent to which United Kingdom residents were 
investors in the lersey funds, how they had 
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- tion between those who invested i 
‘Cloves before: eon a at f, ni 


sion. He found that there had been "serious 


“insufficiently rigor- 


3- will relinguah to the gover 1 
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come to be investors in those funds, w 
they were kept eai from the Unitei 
dom funds | whether there - 
E zm could only conclude t t 
s they should, the u 
he Firing 2 of Barlow 







would have be 


operations. That being so... dons ws; | 
. mind, a strong case for compensation fo 
investors who had suffered as a result of B 
Clowes being allowed to continue in bu: 
beyond the early part of 1985. 


As it happens, i in. suggesting com us ens 
for investors, Sir Anthony makes no di 
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FINANCE. 
Amex and Shearson Lehman Hutton 


Uncommon cents 


NEW YORK 


F OUTSIDERS will not cough up, then 

insiders must. Such was the unhappy re- 
alism facing American Express's chairman, 
Mr James Robinson, in dealing with his way- 
ward charge, Shearson Lehman Hutton. 
Amex bought Shearson in 1981, but the 
firm was created in its current form only 
when it took over EF Hutton in early 1988, 
creating America's biggest retai.--brokerage 
network. But now Amex has decided to in- 
ject roughly $350m of its own money in a 
proposed $900m recapitalisation of its trou- 
bled securities subsidiary. 

Shearson, which has only $270m in tan- 
gible assets, needed capital fast te fend off a 
likely downgrading of its creditworthiness 
by Moody's, a credit-rating agency. Such a 
drop would not only mean the stockbroking 
firm paying more for the billions ef dollars it 
borrows daily to finance its securities trad- 
ing, but it might also jeopardise Amex's own 
credit rating. 

Amex was forced to put its money 
where its problem was after it proved unable 
to find any suitable outside investors to 
pump cash into Shearson. An apparently 
willing Mr Ronald Perelman, a corporate 
raider turned chairman of Revlon, was not 
regarded as appropriate. Japan's Nippon 
Life, an insurance giant that already owns 
13% of Shearson, was unwilling to put up 
more cash. 








Outlook: cloudy 
94 





There is one consolation for Amex. By 
some astute paper-shuffling in the 
recapitalisation, Amex's stake in Shearson 
will fall from 62% to just under 50%—meet- 
ing Mr Robinson's long-stated goal of get- 
ting the Wall Street broker's huge gearing 
off Amex's balance sheet. Amex will buy 
non-voting preferred shares in Shearson 
which, technically will not count towards its 
ownership stake. In addition, $150m in con- 
vertible preferred shares and another 
$150m in notes are to be placed privately 
with institutional investors. lt is also 
planned to sell in "late January" 20m new 
Shearson common shares, of which Amex 
will buy 3m. 

Shearson's army of brokers will need all 
their skills to flog their own company's 
shares. Many of the firm's retail clients 
bought Shearson's equity when the shares 
were first floated in May 1987 for $34 per 
share. The price now hovers around $14. 

The collapse in Shearson's share price 
also explains why Amex will have to make 
an estimated $60m charge against its earn- 
ings, reflecting the difference between the 
value of its original investment in the stock- 
broking firm and the current price. In re- 
cent years Amex has become used to losing 
money in its costly attempts to diversify 
away from its profitable mainstream busi- 
ness of charge cards and travellers cheques. 
It has made big losses in its Firemen's 
Fund property and casualty insurance 
subsidiary, and third-world debt 
write-offs have hit American Express 
Bank. 

Amex has now sold almost all of 
its investment in Firemen's Fund and 
is shrinking American Express Bank 
fast. As part of the same divestment 
strategy, Mr Robinson must have 
been tempted to get out of Shearson 
completely, assuming he could have 
found a buyer. The stockbroking 
firm's woes continue to depress 
Amex's own share price. 

Whatever his frustrations, Mr 
Robinson is so far sticking by 
Shearson's chairman, Mr Peter Co- 
hen—perhaps for fear of triggering 
an even worse loss of confidence. But 
although Mr Cohen is hanging on for 
now, he probably has been given a 
deadline to turn things round. A man 
who made his name merging retail- 
broking networks together, Mr Co- 
hen has yet to show the strategic vi- 
sion required to run a firm which still 
has ambitions to become a global in- 
vestment bank. 








F 1989 was the year when greenery and 
other ethical concerns began to affect 
business, then ethical investment might 
be expected to have fared better than the 
naughty sort. But did it? To find out, 
The Economist constructed an "unethi- 
cal" or abusive fund, based in London, 
which selected those stocks that ethical 
investors shun, and then compared it 
with British ethical unit trusts. The re- 
sult: the abusive fund won hands down. 
Overall the abusive fund rose by close 
to 5096 in 1989 in sterling terms, against 
1596 for the average ethical investor. The 
fund was composed of equal investments 
in six "unethical" sectors: the South Af- 
rican industrial and mining index; and 
London-listed tobacco companies, br 
eries, oil companies, and chemical firt 
The star performer was South Africa, 
up by 8396. Tobacco shares, reaping the 
gains of new, coughing third-world cus- 
tomers and of takeover bids such as that 
by Sir James Goldsmith for B.A.T. Indus- 
tries, jumped by 6896. Less nasty, and 
less profitable, were the breweries and 
the oil companies, which each gained a 
mere 4096. And are chemical companies 
cleaning up their act? They rose a lowly 
18%—less than the stockmarket index, 
but still better than the ethical trusts. 
One explanation may lie in a business 
fad: bidders turned their attention to 








Securitisation in France 


Full steam ahead 


NVESTMENT bankers have had a f 
trating time waiting for securitisatior 
take off in France. But it looks as if their pa- 
tience will be well rewarded. A year after en- 
abling legislation was passed allowing banks 
and other financial institutions to convert 
loans into tradable securities, Société des 
Bourses Francaises (the French stock ex- 
change association) did the first deal on De- 
cember 15th, securitising FFr672m ($114m) 

of loans to member firms. 

A flurry of other deals of at least the 
same size is now expected early in 1990. By 
the beginning of 1991 bankers reckon that 
$3 billion-5 billion worth of securisation 
deals will have been done, earning them up 
to $100m in fees. Wishful thinking? Maybe 
not. The French authorities have spent the 
past year putting into place a comprehensive 
accounting, tax and regulatory framework 
for the new market for securitised loans. 

The French hope that they will quickly 
overhaul Britain's sagging securitisation 
business. So far the only public deals in Brit- 
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| 
cashflow in 1989. This was so that corpo- | 
rate raiders and managers involved in 
LBOs could service all the debt they were 
taking on. Industries trading in addic- 
tion or exploitation are pretty good at 
supplying that. At the end of it all, 
should the smart money head for wicked- 
ness? Like all trusts, ours comes with a 
health warning: past performance offers 
no guide to the future. 
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tin have been those backed by mortgages— 
tbout £9.4 billion-worth ($15 billion) to 
date. This year the value of new issues was 
£3.3 billion, up only 1296 on last year. How- 
ever, the French have a long way to go be- 
fore they can rival the American market, 
which has pushed out new issues, backed by 
anything from computer leases to boat 
loans, worth over $150 billion since 1985. 

The enthusiasm with which French 
banks have embraced securitisation is partly 
due to concerns over capital. Lightening 
their balance sheets would make it much 
easier for weakly capitalised state-owned 
banks such as Crédit Lyonnais and Banque 
Nationale de Paris (BNP) to’ cope with the 
Bank for International Settlements' capital- 
adequacy rules. 

But the banks do not only see benefits 
from reducing loans on their balance sheets; 
they are also hoping for fees from arranging 
deals. The Société des Bourses issue is man- 
aged by Euro-Titrisation, a new company set 
up by three of France's biggest financial 
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groups: Compagnie Financiére de Suez, BNP 
and Caisse des Dépóts et Consignations. 

Securitising car loans and mortgages is 
said to be high on bankers’ lists. The FFr75 
billion of car loans which mostly bank- 
owned consumer-finance companies had on 
their balance sheets at the end of last year 
will be the first target. The high margins on 
these loans make it easier for the banks to 
absorb the cost of converting the loans into 
securities, while still offering investors a de- 
cent yield. 

The margin on the banks’ FFr1.6 tril- 
lion of (usually) fixed-rate home loans has 
been tightening as the banks' funding costs 
have risen, making securitisation more diffi- 
cult. Housing loans are now offered in 
France at a top rate of 11-1296, while the 
banks' funding costs have been 
pushed up four times in the past 
year. The latest rise came on 

December 18th, when the 
Bank of France pushed prime 
rates up to 1096. French regu- 

lations bar securitising any 





less than two years, which 
rules out credit-card loans. 
Home for many of these 
securities will be traditional 
international investors 
such as discretionary funds 
run by Luxembourg banks. 
Domestically they will be 
soaked up by France’s mu- 
tual-fund managers, who, 
with FFr1.4 trillion of assets, 
manage more than 5096 of the 
European mutual-fund market. Pen- 
sion funds in France need a change in 
regulations before they can invest. 
And French insurance companies 
can buy up to only 596 of any public 
issue of securities. Yet the primary 
market is largely established; invest- 
ment bankers' next step will be or- 


ganising a profitable secondary 
market. 
Having got the hang of 


securitisation, the French are not 
stopping at bank debt and car and 
home loans. BNP, which had a hand in 
the first loan-backed securities deal in 
France, also jointly lead-managed the 
first public Eurobond issue to be 
backed by a pool of leveraged buy-out 
loans, through BNP Capital Markets, 
its London investment-banking sub- 
sidiary. The loans were bought for the 
deal from 20 American banks. 

The $625m deal is split into four 
slices. The main $500m slice has a 
guarantee from the Financial Security 
Assurance, an American company 
which specialises in guaranteeing as- 
set-backed deals. This ensured the 
slice received a triple-A rating from 


Moody's and Standard & Poor's, two 


credits with maturities of 


What, securitise the chateau? © 
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big American rating agencies. 

The three other slices give higher yields, 
but have lower ratings. The smallest one, of 
$20m, is the riskiest. It has no credit rating. 
Backing the issue is a pool of senior loans 
covering about 30 LBos and including top- 
notch deals such as RJR Nabisco and Burling- 
ton Industries. The highest rating on any of 
these loans is BBB. 

If other issues follow it could be a useful 
way for banks to reduce their exposure to 
LBO deals, already the subject of stern 
warnings from the Federal Reserve and the 
Bank of Japan. Outstanding bank lending to 
LBOs now totals more than $100 billion. Of 
that, the top 25 American banks have $43.6 
billion and the Japanese around $35 billion. 

The deal was done in the Euromarkets 
mainly because of the lower fees and, in this 
case, because BNP naturally has better plac- 
ing power in Europe. If the Euromarket be- 
comes the home of securitised LBO business, 
it would be a big boost for hard up Euro- 
bond houses. If, say, only 25% of LBO loans 
were securitised that would easily earn the 
arrangers over $150m in fees. 

However, if a market is to appear, the 
banks will have to move swiftly towards 
standard documentation and covenants for 
LBO loans, which would simplify the deals 
and reassure the rating agencies. For in- 
stance, BNP and its partners have been work- 
ing on this deal for over six months. At that 
rate, with perhaps half a dozen big houses 
active, it would take about 12 years to turn 
the banks’ American LBO loans into 


securities. 
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Ten years 


A RE German businessmen better paid 
L'A than their British counterparts, and 
are the Americans still the richest of the lot? 
Looking at the pre-tax salaries of chief exec- 
utives of big companies (1989 turnover of 
more than £500m or $790m), both seem to 
: » the case. American chief executives, for 
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Taxes and houses make 


0, confiscatory income tax was cited as the reason that the new 
managing director should receive a princely 
excuse today, it is that his house has become so expensive to buy 


. Nolonger. If there is an 


example, are paid roughly twice the basic 
salary of their international peers. But when 
income from investments, plus tax and so- 
cial security, are added into the picture, it 
changes completely: Americans remain pre- 
eminent, but the German becomes poorer 


than the Briton, for the British boss has ex- 
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perienced a vintage decade. 

To get this changed picture we, with 
help from Price Waterhouse, taxed salaries 
and invested an appropriate sum of capital 
in a variety of goods and international mar- 
kets to arrive at a total taxed income. As well 
as a comfortable nest-egg, each chief execu- 
tive was given a wife and two teenage chil- 
dren (essential information for the tax- 
man). The exercise thus shows not only how 
their disposable income has changed but 
also how their wealth has grown across the 
decade in real terms. 

On the earnings front, well-paid bosses 
have Mrs Thatcher and Mr Reagan to thank 
for sizeable cuts in top tax rates—the Britir> 
rate has dropped from 83% to 40% « 
earned income, from 98% to 40% on un- 
earned, and the American one from 50% 
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, gross 2519 509.5 102 
equities 259 756 192 
282 29 -8 
2.2 18  —17 
gross 563 103.3 83 
AL INCOME: 

3082 6128 99 
1539 4291 179 
.. domestic 302 954 216 
-international 202 1068 429 

Bonds: 
. domestic 202 20? 0 
.. American 101 101 0 
| Cas 20 20 0 
| Ge 81 5  —3 
| Commodities 59 77-48 c. 
¥ 48 — 316 562 
| Hou 500 1,750 250 
| TOTAL CAPITAL 1506 4514 200 


à ^ ) 


1278 338.9 165 1124 172.5 53 
8.7 19.0 118 12.4 23.4 89 
12.3 12.5 2 10.8 10.2 —6 
0.4 0.7 61 0.6 0.6 2 
21.5 32.2 50 23.7 34.2 44 
1493 3711 149 136.2 2067 52 
709 1784 152 75.3 1124 49 
153 1577 931 135 377 179 
102 314 208 90 379 321 
102 156 53 90 90 0 
51 51 0 45 45 0 
10 15 53 9 9 0 
41 28 —32 36 24 —32 
26 25 —4 22 21 —4 
27 111 313 19 95 392 
383 — 2,935 666 337 555 65 
895 5,212 T83 . 1,595 104 


| Sources: P-E Inbucon; Price Waterhouse; Morgan Stanley Capital International; Christie's 


FRANCE BRITAIN 
1979 1989 1979 1989 
$ $ 96 $ $ % 
000s 000s change 000s 000s change 
974 150.5 55 95.6 158.1 65 
10.2 22.7 123 11.4 27.1 138 
11.0 80 -2 13.2 8.9 —33 
0.8 0.5 —36 1.0 0.8 —20 
22.0 31.2 42 25.6 36.8 43 
1194 181.7 52 121.2 194.9 61 
715 1117 44 35.0 122.2 249 
117 361 208 115 407 254 
78 327 319 77 333 333 
78 53 
39 39 
8 5 
31 21 
19 18 
17 79 
291 539 
678 1,442 








(earned) and 7096 (unearned) to 2896 over 
the decade. This means that post-tax in- 
comes have gone up much faster than gross 
salaries in America and Britain but not on 
the continent or in Japan. The British boss's 
sterling disposable income has more than 
quadrupled, although his pre-tax income 
has only doubled. In dollar terms his in- 
creases are less dramatic, but still a happy 
factor of more than three. 


Property profits 
In 1979 top executives would have paid two- 
three times their salaries for a house. We 
have assumed a multiple of three for each 
chief executive, except in the case of the 
American where twice a salary of $250,000 
would have bought a more-than-reasonable 
spread in Connecticut. (To simplify the 
sums, it is assumed rather unrealistically 
that nobody has a mortgage.) In real terms 
d local currency our Tokyo-based boss’s 
.wuse appreciated nearly four times over the 
decade. No one else was sitting on such 
high-performing property. In dollar terms a 
London house is not far behind, with a 
three-fold increase. Not a bad investment 
for those lucky enough to have got in before 
the housing boom of the mid-1980s. The 
continental housing market was stodgy by 
comparison. 

To see what happened to wealth, each 
chief executive was allocated a lump of capi- 
tal equivalent to four times his pre-tax salary 
in 1979. Next, we took half of the capital 
and invested it in equities—three-fifths in 
each respective home market and the rest in 
the Morgan Stanley Capital International 
(Msci) World Index to give an international 
portfolio. A decade of bull markets meant 
that equities out-performed all other finan- 
cial investments in the 1980s. Tokyo equi- 
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Measure for measure ca | 
United States Japan — W.Germany France Wu 

% increases 1979-89 Net Net Net Net Net "2 

in terms of: income Capital income Capital income Capital income Capital income Ca pital 

$ 179 200 152 482 49 104 44 113 249 175 

National currencies 179 200 64 280 50 104 111 212 308 269 

National currencies deflated 6 —7345.26 7: 1€ 7 4 4 90 15.7795 


ties gave the highest returns by far; overseas 
investors sensed this only in their MSCI bas- 
ket of shares. As our bosses take a long view, 
they did not pull out when the going got 
tough in 1987 and thus (except for the Ger- 
man) have recovered the losses of the Octo- 
ber crash. 

A further 3096 went into long-term gov- 
ernment bonds, two-thirds at home and 
one-third in America. This was put there as 
a safe investment, and to capture current 
yields rather than capital gains. To allow for 
emergencies, 296 of each boss's capital was 
eft in cash. 

To spice up the portfolios, we put 5% of 
the capital into The Economist commodity 
index, as a proxy for a basket of real copper, 
coffee, wheat, etc. Our busy bosses let the 
investments sit. During the early 1980s com- 
modity prices in dollar terms fell. They re- 
covered in 1983-84 but then languished un- 
til 1987, when they shot up again. Not a 
great investment, but it provided a few 
thrills along the way. 


All that glisters 


Gold is usually recommended by financial 
advisers as part of a sound portfolio. We al- 
located 8% of our chaps’ capital to gold bul- 
lion. Ten years ago was not the best time to 
invest in gold. The market was lively, racing 
up from just over $500 an ounce at the end 
of 1979 to a record $850 fix in January 1980. 
Unfortunately for our investors, it then fell 
back and did not really get going again until 
the October 1987 crash when the $500 
mark was tested. Since then gold bugs have 
been depressed, though their spirits must 
have been raised by the recent flurry. 

As men of means and discrimination 
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our bosses invested about 5% of their capi- 
tal in works of art. Contemporary Britis’ h 
paintings were bought at auction in 1979 
and priced again recently. Art markets are 
volatile and subject to the whims of fas ion; | 
nevertheless the results over this decade 
were spectacular, as one might have guessed 
from the headline-grabbing prices that Jap 
nese buyers are now prepared to pay. 
Among our investors, the American boss 
who bought a couple of works by Jack Butler 
Yeats could now sell them for at least five 
times his purchase price; the Lowry acqui: ed 
by our Londoner is now valued at well over 
four times its 1979 price. 

aking pay and investments oge 
Japanese chief executives enjoyed the big- 
gest dollar rise in pre-tax income in the 
1980s—149%. After tax, the British 
romped away with a 249% increase. But . 
Japanese still earn, in dollar terms, only two- 
fifths of what their American counterparts - 
do. As for wealth, A was again the Japanese 
who chalked up the largest dollar gain 
482%, followed by the Americans wi 
200% and the British with 175%. With the ; 
exception of the Briton, all the bosses en- - 
joyed greater gains from capital than from 
income over the decade, whether measure 
in dollars or local currency. All in all, psi. big 
economies’ big bosses have had a pre 
good decade. 
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Young's proprietary analysis on interest 
rates; the US$, the economy and stock 
| market valuation, send this ad along with 
$1 and your name and address to: 
Young Research & Publishing, Inc. 
Federal Bldg., ThamesSt., Newport, RI 02840 
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ZW Ll ast-Mest 
Joint 
Ventures 


EAST-WEST JOINT VENTURE 
. . The purpose of this guide is to 
facilitate the drafting of East-West Joint 
Venture Contracts by drawing attention 
to the main legal issues involved in this 
kind of transaction, and suggesting 
| ways of resolving these issues, within 
the framework of the applicable law. 
The book reflects on practicle - 
experience, and concentrates on joint 
| ventures in the Soviet Union, Romania, 
. Poland, Hungary, Czechoslovakia and 
.. Model joint venture contracts and 
charters are also included in the book. 
 ESBJLE.30 92-1-16437-0 $5000 — 224pp. 
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SCIENCE AND TECHNOLOGY 


The grandmaster s nemesis 


OMPUTERS, though not usually noted 
for their sense of fun, are getting quite 
good at games. Apart from the world cham- 
pion, Mr Gary Kasparov, few can now beat 
the best computers at chess. A computer 
called Deep Thought recently took up a 
British international master, Mr David 
y, on his 11-year-old challenge that no 
hine could beat him. Deep Thought 
won $5,000—though its victory was tem- 
pered by the fact that Mr Levy retired from 
top-level chess several years ago. Machines 
are also improving at chequers, Othello and 
backgammon—though bridge eludes them. 
How has mere circuitry managed such sport- 
ing prowess? 

Not by imitation. Computers make no 
effort to play games as people do. Subtleties 
of strategy, the suspense of tactical thrust 
and counter-thrust, all these pass them by. 
Computers play games like somebody grop- 
ing his way across a dark room. At each step, 
they feel about for obstacles, then move in 
the least cluttered direction. Unlike people, 
computers do not try to keep a mental map 
of where they are and where they are going. 
At each move they start afresh. 

Computer scientists, inevitably, have a 
technical term for groping in the dark: mini- 
max search. Using this technique to play 

-d games is, in theory, very simple. It re- 
. ses only a way of keeping track of where 
all the players are on the board, and a way of 
"scoring" those positions. The computer 
starts its turn by computing all the legal 
moves it can make from the present board 
position, and scoring them. Positions fa- 
vourable to the computer—eg, in which it 
might capture a piece without being cap- 
tured in turn—get high scores. 

Chess illustrates this style of play. As 
well as evaluating its own move, the com- 
puter must take account of what its oppo- 
nent will do. Capturing a pawn with a queen 
may be a good move if an opponent has no 
recourse, but it is usually a very bad one if he 
then captures the queen. To avoid such pit- 
falls, the computer works out all of the op- 
ponent's legal replies to each of its possible 
early moves. Because it assumes that the op- 
ponent will always do his best, the computer 
takes the minimum score of the counter- 
moves and uses it to re-evaluate the de- 
sirability of its initial move. 
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There is no theoretical reason why this 
process should not go on indefinitely: eval- 
uating the counter-counter-move to the op- 
ponent's counter-move, and so on. But 
there is a practical problem. As the depth of 
the search increases, the number of posi- 
tions which must be examined increases 
vastly. There are typically 36 legal moves 
that can be made from any chess position. 
Searching two turns ahead means examin- 
ing 36 replies to each of the 36 initial moves, 
or 36 times 36 positions; searching three 
turns ahead requires looking at 36 times 36 
times 36 positions. By the fourth move you 
are up above 1.6m. 

One way round this problem is simply 
to use faster computers. The Cray 
supercomputer, one of the world’s fastest, 
can evaluate about 40,000 positions in a sec- 
ond. By using custom-built chips, Deep 
Thought, today’s brawniest computer chess- 
player, can examine 450,000 positions a sec- 
ond on each of its six processors. But that 
still does not make it far-sighted. 

A top-class human player will frequently 
cast his mind forward to what the board may 
look like more than ten turns ahead. 
Ploughing through all possible moves, Deep 
Thought would take more than two weeks 
of deep thinking to look ten moves ahead. 
People can get through a game of chess in an 
afternoon because they do not consider all 
possible moves. Chess players typically con- 
sider only two of the legal moves from any 
position in their planning—ignoring the 
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other 34 as “irrelevant”. 

Much of the improvement in comput- 
ers' game-playing skills has come from teach- 
ing them to be more discriminating. People 
pay attention only to those moves that are 
central to their strategy. The snag with 
teaching computers to be similarly discrimi- 
nating is that they cannot make strategies 
because they cannot make plans. 

Researchers have tried to program 
ready-made “plans” into computers in the 
form of scripts of actions which they should 
follow in certain circumstances. But the ma- 
chines cannot reliably recognise which plan 
fits which situation. Nor can they modify 
plans because they cannot easily switch from 
a grand strategy to the tactical detail needed 
to carry it out. 

Mr Hans Berliner, a professor of com- 
puter science at Carnegie-Mellon University 
and creator of Pennsylvania's state chess 
champion (a computer called Hitech), reck- 
ons that the best computer-chess strategists 
can recognise situations and respond appro- 
priately about 9596 of the time. The 596 in 
which they are mistaken makes them easy to 
beat. So the best computer chess players do 
not waste circuitry on strategy. They ap- 
proach each move as if they had never seen 
the board before. 

Unfortunately, playing without strategy 
puts an even greater premium on separating 
relevant moves from irrelevant ones because 
to play well, computers must look even fur- 
ther ahead than people do. So researchers 
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— have created new ways of focusing comput- 
ers’ attention that can cut the number of 
moves they need consider at each position 
from 36 to less than five—so they can evalu- 
ate moves in terms of their consequences as 
. much as 25-30 turns into the future. The 
| pes savings come from being rigorously 
. pessimistic. 

. The trick is to keep track of the worst 
- possible mess that can he got into from each 
. initial turn. After evaluating all possible 
. consequences of the first move, the com- 
~ puter uses the worst mess yet seen (ie, the 
ition with the lowest score) as a criterion 
which to judge the rest. If any mess is 
- worse than the previous worst, no more con- 
sideration need be given to the initial move 
— from which the mess issues. If the computer 
is peering just six moves into the future, this 
can prevent unnecessary evaluation of over 
. 2 billion positions from each initial move. 

. Looking further ahead, the savings can be 
. greater still. 

Another time-saving trick is to ape the 
opening games of human masters. Or the 
. computer can save time by storing the scores 
of millions of previously evaluated positions 
be ‘in case it encounters them again. Some pro- 
 grammers force the machine to look further 
ahead than usual after "forced" moves, like 
getting out of check. 

E Such tricks have produced remarkably 
strong players. Now, their ability to play 
without the preconceptions of strategy has 
enabled computers to teach people a few 
— things. After centuries of study, people had 
devised standard strategies for playing end- 








Sakharov's visions 


" IS part in making Russia a military 
^ superpower, by providing it with nu- 
— | clear weapons, would have earned Andrei 

| Sakharov a place in history. So would his 
| struggles as a dissident. Without either of 
those, though, he would still rate a men- 
tion as one of the best theoretical physi- 
cists of the past 40 years. 
Sakharov was principally a nuclear 
physicist, but he worked on astrophysical 
problems too. His first studies were on the 
| cosmic radiation that constantly bom- 
bards the earth. From that he went on to 
attempt applied astrophysics: bringing the 
power of the stars down to earth. As well 
as providing the Russian army with fusion 
weapons, Sakharov and his colleagues 
also took the first steps towards harness- 
ing fusion as an energy source, using mag- 
| netic fields to "bottle" the hot plasmas in 
— | which it takes place, and eventually devel- 
oping the doughnut-shaped tokamak 


magnetic bottle, still the most promising 
| technology for fusion today. 
1950s and the 1960s, 
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games. The one for playing a queen against a 
rook had the queen win easily. But comput- 
ers, ignorant of the strategy, showed that it 
was not so easy. Playing the rook, they can 
force grandmasters to a draw. 

Lack of strategy also imposes limita- 
tions. One of the most galling is that com- 
puters never try to break out of an inferior 
position. Because they cannot plan, they do 
not know how to take risks. They just try to 
minimise the damage—until an impatient 





opponent makes a wrong move. 

Worse, computers' inability to plan pre- 
vents them from playing some games alto- 
gether. They cannot play bridge, for exam- 
ple, because they cannot bid properly. In 
order to understand what a partner is trying 
to communicate in his bidding, the com- 
puter has to understand what the partner is 
trying to do—ie, his plan. So bridge players 
are safe from humiliating defeat by a 
machine—at least for now. 





AIDS vaccines 
Promising 
monkey puzzles 


HESUS macaques have already done 
their bit for human happiness; studies 
of the reaction between their blood and hu- 
man blood led to the discovery of rhesus fac- 
tors, and thus safer blood transfusions. Now 
work with macaques is lightening the once 
widespread gloom about AIDS vaccines. 
Until recently, work on AIDS was slowed 
down by the absence of a good animal 
model. Although HIV causes AIDS in people, 
it is hard to infect any other animal except 
the chimpanzee, and infected chimps do not 
get ill, which limits their usefulness. HIV’s 
close relatives, the stvs, for the most part do 
not seem to discommode the African mon- 
keys in which they are found, perhaps be- 
cause monkey and virus have had a long 


Sakharov's work in physics brought him 
fame, at least among Russian academi- 
cians. While his objections to testing 
weapons led him into politics, he was do- 
ing some of his most brilliant work. His 
most cited and admired paper, published 
in 1967, addressed the puzzling fact that 
there is matter in the universe. Big bang 
theories of creation, then becoming popu- 
lar, suggest that matter and antimatter 
should be created in equal amounts. Since 
matter and antimatter destroy each other, 
how could anything survive creation? 
Sakharov realised that there must be 
subtle flaws in the symmetry between mat- 
ter and antimatter. Even though almost 
all the matter and antimatter did cancel 
each other out, producing the radiation 
which saturates the universe, there was a 
little matter left over. It took over ten 
years for physicists elsewhere to catch up 
with his ideas, and provide theories that 
met his conditions of asymmetry. 
Sakharov's later work concentrated on 
general relativity. Einstein's theory deals 








time to learn to live with each other. How- 
ever macaques, which come from Asia, are 
not used to siV. Unfortunately for them, but 
fortunately for researchers, SIV gives ma- 
caques a disease much like Arps. A vaccine 


with the shape of space and time, describ- 
ing gravity as the way in which objects dis- 
tort geometry. Sakharov accepted the the- 
ory's precision and elegance, but he 
believed it to be only a description of the 
world, not an explanation of it. The prop 

erties of a rubber band being stretcheu 
can be described perfectly well by theories 
of elasticity, but the underlying explana- 
tion lies in the way that the molecules 
making up the material interact. So Sa- 
kharov believed that the properties of 
space and time described by Einstein, in- 
cluding gravity, were secondary effects 
due to some more basic phenomena. His 
ideas in this field have not gained much 
acceptance, but they still might. Some- 
times a theory's active life begins after its 
progenitor's has ended. 

The Nobel prize rewards discoveries 
and inventions, rather than insights, so 
Sakharov was never able to put a prize for 
physics next to his peace prize. The inher- 
itors of Alfred Nobel were not about to 
honour the brilliance that went into 
developing workable fusion weapons. But 
he won the respect of his peers for vision- 
ary science, as well as political bravery. 








that protected macaques could be a proto- 
type for one to protect people from Hiv. 

Over the past few months several results 
suggest that it is possible to protect ma- 
caques with vaccines. The latest, and most 
convincing, come from experiments by Dr 
Michael Murphey-Corb and her team at the 
Delta Primate Research Centre in Louisi- 
ana, published in Science. They vaccinated 
ten monkeys with dead siv, administered 
with “adjuvants” known to make the im- 
mune system better at remembering vac- 
cines. Four of them were exposed to live srv 
a fortnight after their course of vaccination; 
three survived without infection, one died. 
The one failure is unsurprising; vaccines can 
take a while to prime the immune system. 

The three survivors, and six others vac- 
cinated at the same time, were injected with 
SIV again a year later, just after getting a 
booster shot of vaccine. None of the nine 

x ill; there was no trace of virus in their 

ood. The vaccine protected eight out of 
nine perfectly. But tests on cells from their 
lymph-glands showed that one was infected, 
though in a so-far-benign way, since there is 
no virus in his bloodstream and he is well. It 
is possible that although the vaccine did not 
protect him from infection, it has helped his 
immune system cope with the virus. Of 
seven control animals infected at the same 
time, three died and two got ill. 

The results show that siv vaccines can 
work. More research will have to be done, 
though, before an analagous HIV vaccine can 
be tried on people. A one-in-nine failure 
rate is too high for a practical vaccine. And 
there is the question of vaccine specificity: 
the live virus that the macaques were ex- 
posed to was from the same strain as the 
dead virus they had been vaccinated with. 
Dr Murphey-Corb will soon find out 
whether their immune responses are specific 
to that strain by exposing them to another. 

How the vaccine works is a mystery. It 
waches the immune system to make anti- 
bodies against the virus, but there is more to 
immunity than antibodies; people infected 
with HIV make antibodies against it, but they 
are not protected from disease. The vacci- 
nated monkey in which the virus established 
itself was also the one that produced the 
most antibodies. The less obvious forms of 
immune response, those in which immune 
cells kill infected cells directly, are doubtless 
playing a part. If those responses were better 
understood, vaccines could probably be tai- 
lored in order to make the most of them. It 
might even be possible to encourage such re- 
sponses after infection, by using drugs. Dr 
Jonas Salk, in his work on AIDs vaccines, has 
tried to help the immune response by inocu- 
lating infected people with dead virus. 

not quite as encouraging as 
Dr Murphey-Corb’s work, other recent re- 
search points the same way. Dr Ronald 
Desrosiers, at the New England Primate Re- 
search Centre, has immunised macaques 


with dead stv; some of the animals became 
diseased, but they had been exposed to far 
larger doses of live virus than Dr Murphey- 
Corb's. Dr Patricia Fultz, at the Yerkes cen- 
tre in Atlanta, has shown that an extremely 
virulent strain of virus has no effect on mon- 
keys already infected with a less powerful 
strain—though there again, the mechanism 
of immunity is unclear. 

The reasons that once led to extreme 
pessimism about the possibility of an AIDS 
vaccine are still there, grounded in studies of 
the way HIV undermines the body’s immune 


responses. The sense of renewed optimism : 


comes from the finding that animals can be 
protected. sıv and HIV are different, and 
monkeys are not men. It is far from certain 
that an AIDs vaccine will turn out to work. 
But at least it seems possible; the immune 
system may be subtler than had been imag- 
ined. How subtle may only emerge when 
vaccines are tried on people. 





Molecular computer memories 


Chips with Sal 





WO things are certain about the Dead 

Sea: it is salty, and it is not quite dead. 
Patches of it are swathed with purple clouds 
of a bacterium, Halobacterium halobium, 
which has thrived in the salty conditions for 
eons. Now these ancient bugs are set to pro- 
vide the most modern of commodities: com- 
puter memories. 

Dr Robert Birge at Syracuse University 
in New York has found a way to use bacte- 
rial pigment as the basis for short-term com- 
puter memories, known as random-access 
memories (RAMs). The pigment, 
bacteriorhodopsin, is a miniature solar cell. 
It converts sunlight into energy, merely by 
changing its shape. A burst of green light 
causes one of its chemical bonds abruptly to 
twist and, for the fraction of a second that 
follows, the molecule becomes a flurry of 
moving parts, providing energy for the bac- 
terium. Because they are constantly soaking 
up green light, the bacteria look purple. 

This wild behaviour might not seem 
much use to an orderly computer. At the 
temperature of liquid nitrogen, however, 
bacterio is calmer. Its light-dance 
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SCIENCE AND TECHNOLOGY 
is limited to the first twist and no more. Th 
molecule is frozen this way until another 
burst of light, which this time has to be red, 
arrives to relieve it. Striking the molecule al. 
ternately with green and red light will re 
back and forth between its two poses. d 

A computer stores information as cc 
lections of ones and zeros (each digit i is a 
"bit"). A collection of chilled ba 
rhodopsin molecules could do that just a 
easily as silicon chips. Dr Birge has made 
thin films of the pigment suspended ir i 
membranes like those which surround living 
cells, and encased in plastic. A helium-neon 
laser directs a spot of green or red light onto 
the film, flipping groups of molecules into 
the red or the green state. À scanner mo s 
the laser over the film, storing memories as a 
mosaic of molecular traffic lights. ` e 

To be of any use, a memory has to be 
read as well as written. This is trickier. The 

uses green light and scans across the 
film bit by bit. The colour of the reflected 
light reveals whether a bit is "red" or 
"green". The snag is that the light used fc 
reading will actually flip the "green' ' bits. S 9 
the laser has to cover its tracks by bursts o 
red light whenever it makes a change. 

These memories are surprisingly com- 
pact. A thin film, one inch wide, will store 
200m bits. But do not expect them to be in 
next year's laptop computers. The films 
could not replace a hard or floppy disk be- 
cause their memory lasts only while the m » 
chine is turned on. Their appeal will be for 
esoteric customers: only a large compute 2 
uses this much temporary memory. 

e design of a computer's RAM is criti- 
cal for a speedy machine. Sitting between 
the permanent memories (on magnetic 
disks) and the computer’ s mathematicz 
nerve-centre, the RAM is a waiting room fo 
information. The strings of zeros and or á 
must file in and out quickly to prevent a bot 
tleneck. To the makers of supercomputer rs 
having fast RAM is vital. 

Dr Birge thinks that his film could b 
come the fastest around. At the moment its 
access time it takes to read or 
bit—is 20 billionths of a second. The p 
ment reacts so quickly that most of that ti 
is spent moving the scanner. With b 
scanners he expects the time to fall to! o 
billionths of a second. British Telecom 
could be making scanners this fast within a 
year. Then he hopes to sell his memories to 
Cray Research for its supercomputers. 

To get semiconductor chips to match 
this speed will be much harder. More ol b- 
scure materials have to be used in place oí of 
silicon, which will make it expensive. Dr 
Birge predicts that his films and lasers w ll 
cost $45,000 to install, compared with ns 
for an equivalent RAM built from silicon. Z 
though the pigment molecules will last or ily 
for around six months, replacing the films 
alone would cost a mere $200. 
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THE IDEAS BUSINESS 


Economy of the mind 


Buy them, borrow them—some even steal them—but get them while 


they're hot. Ideas have become the fastest-movin 


items in international 


e. The result is new business strategies, regulatory headaches and a 
great deal of that mother of opportunity, confusion 


ROM Walt Disney's Mickey Mouse to 
Steve Jobs's Apple personal computer, 
ood idea has been the beginning of every 
siness success story. But the middle and 
end of the tale are much more complicated 
than they used to be. There is simply a lot 
more that can be done with an idea today 
than when Mickey took his first steamboat 
trip. Those who do not take advantage of 
the new opportunities often find themselves 
taken advantage of. 
Outright stealing of ideas has moved to 
the top of the international trade agenda. 





mW» Uum XO n 
GS 


© 


TAN 
. 728 


- 










be a oe 
Lows A Ne ^ 






LY a a Sa 2 
ax oO a À 
Cu— HA — SOS SS er |. |” 


Se a ee 


COE SES AS OO SELES 


a ma 


SS 


== eo 
po a 
" 


MS QOO UCET MA 


— 


—— 
C—— M —À— 5 o 


(ACTION 


Bom -= cR 


Jape 
— >4 
am. ou 
—— Ss Se oe 


et + A NT 
+ ] : 









Lo {maL 


— MÀ 


TC" é— 







es 
"— € 





< 
"d. d = 
Gow aw’ aCNNONC UOS 
SS he 


BS ae 







AN 






"nel 






T 1 
M À— 


ful 
fic SN t 
S 
i 
= me ORAS Rm 


1 


== 
Jag” 


" T. abd 
T 


"mm 
em NOW 

am meom te 
pu 


a = See 
RS es se 


a 


end 
j 
—> [eae 
Hee S 
J 
J a 
=e 


SW 
FS 
«EU € 


<) 
|] 


zl a 
— j 


THE ECONOMIST DECEMBER 23 1989 


America’s government estimates that patent 
pirates, trademark thieves and copyright 
bandits cost American industry over $60 bil- 
lion a year. At America’s insistence, mea- 
sures to stop the idea-thieves are being pain- 
fully negotiated under the General 
Agreement on Tariffs and Trade (GATT), 

But all the brouhaha over intellectual 
property theft has not stopped the legal bor- 
rowing of ideas. On the contrary, borrowing 
has spawned some of the 1980s’ healthiest 
industries. In 1988 several times as many 
"clones" of IBM’s original personal com- 
puter were sold as IBM's own machines. In- 
deed some companies—notably Chips & 
Technologies and Phoenix—have made ca- 
reers selling others the technology they need 
to be able to copy IBM faithfully and legally, 
without paying one penny to IBM. 

The buying and selling of ideas have 
grown apace. America’s Battelle Institute, 
which makes its living by coming up with 
new ideas, has turnover of over $600m and 
employs 8,000 people. Even the strategies of 
low-tech companies depend on a web of li- 
cences and cross-licences. Mickey Mouse, 
for example, is hired out to sell products 
ranging from sweets to telephones. 

One reason for the newfound mobility 
of ideas is simply that today's technology en- 
ables them to travel so much faster. Another 
is that there are so many more people 
around the world ready to take advantage of 
a bright spark. South Korea and Taiwan 
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produce more computers than many devel- 
oped nations. 

Some react to this brave new world by 
trying to tighten their grip on their ideas. In 
Japan patent applications nearly doubled 
between 1980 and 1987. Japan's govern- 
ment recently signalled its intention to en- 
force  intellectual-property laws more 
strictly. After 25 years’ delay, it granted 
Texas Instruments a basic patent on inte- 
grated circuits. Royalties could cost Japan's 
electronics industry up to $500m a year. 

In America Congress has passed 14 laws 
strengthening intellectual-property rights 
since 1983. The number of lawsuits over 
intellectual property increased by nearly two 
thirds from 1980 to 1988. But that is still not 
enough for some politicians. They want to 
ban foreigners from some scientific meetings 
held on American soil for fear that they will 
steal the best output of American 
brains—among which they puzzlingly in- 
clude research on high-temperature super- 
conductivity done by European researchers 
employed by IBM in Switzerland. 

But intellectual-property law cannot set 
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the clock back to the days when ideas were 
safe from poachers. Despite America's ef- 
forts in the GATT, many countries cannot, or 
will not, enforce intellectual-property laws. 
Besides, many businessmen seem to have de- 
cided that the best defence against the 
poaching of intellectual property is a good 
offence. By explaining their ideas to all who 
will listen, some of these idea-mongers have 
gained intellectual leadership of their mar- 
kets. Such "share of mind" can be a power- 
ful competitive weapon—witness Mr Bill 
Gates, founder of Microsoft, market leader 
in software for personal computers. 

Mr Gates spends much of his time on 
the road explaining his firm’s strategy and 


teaching others how Microsoft’s inventions 
work. Though some rivals have no doubt 
learned from Mr Gates how to copy his 
wares, more have been persuaded to adopt 
Mr Gates's products as standard, or to use 
them as a foundation for yet further innova- 
tion. Nor are the advantages of openness ap- 
preciated by Mr Gates alone. When 
Microsoft recently mounted a stiff challenge 
to Adobe, another software firm, Adobe's 
first response to heightened competition 
was to make public technology that it had 
previously kept secret. 


Of talents and bushels 


The two most common reactions to turbu- 
lence in the brave new world of ideas are op- 
posing ones. Some seek increased protec- 
tion for their ideas when the going gets 
tough, while others respond with increased 
openness. For every Adobe opening up to 
rivals there is a writ-waving Apple. In addi- 
tion to suits against rivals, Apple is suing 
Microsoft, the most important supplier of 
software for Apple's Macintosh computers, 
for allegedly copying its technology. 

How is a businessman to choose the 
right strategy for his bright idea? Mr David 
Teece, an academic who studies innovation 
at the University of California at Berkeley, 
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argues that two related factors largely deter- 
mine how tight a grip one can keep on an 
idea: an inventor's "complementary assets” 
and an idea's “appropriability”’. 
Complementary assets are those things 
needed to take full advantage of a bright 


idea. Royal Crown invented the diet cola, 





Unreal estate 


NTELLECTUAL property has become 

one of the fiercest battlegrounds in inter- 
national trade. As America's trade deficit 
has mounted, its government has grown in- 
creasingly shrill in its accusations of unfair 
practices among its trading partners, High 
on its list of complaints is idea-theft. But the 
developing world is unrepentant. Develop- 
ing countries say that the Americans are 
really trying to use intellectual-property law 
to stifle their economic growth. 

Most countries agree on three basic 
types of protection for intellectual property: 
patents, which protect novel ways of doing 
things; copyright, which protects the expres- 
sion of ideas; and trademark, which protects 
an image or name (usually a commercially 
valuable one). But they do not agree on ex- 
actly what rights patent or copyright should 
bestow, how those rights should be en- 
forced, or how intellectual-property law 
should be extended to cope with new tech- 
nologies like genetic engineering and com- 
puter software. 

The disagreements have come to a head 
in the Uruguay round of negotiations for 
trade liberalisation under the GATT. Until 
April 1989 it appeared that deadlock over 
these issues might well scupper the Uruguay 
round—and with it much of the economic 
progress GATT has brought. But at the last 
minute negotiators agreed a framework for 
compromise. 

America managed to set the agenda for 


but lacked the marketing clout of Coke and 
Pepsi, which quickly wrested the market 
away from it. Similarly, Bowmar invented 
the pocket calculator, but could not com- 
pete with Texas Instruments and Hewlett 
Packard, who, in turn, are now struggling to 
compete with the Japanese. 

But the law affects the course of compe- 
tition, too. Some ideas get more and better 
protection under the law than others, and 
so are less appropriable. Diet cola, for exam- 
ple, is just about impossible to protect. The 
pocket calculator might gain some protec- 
tion. But the Dolby noise-reduction system 
for audio recording is almost impossible to 
copy legally. 

Appropriability and complementary as- 
sets thus provide two criteria for deciding 
what to do with an innovation. There is lit- 
tle point in trying to hoard an easily copied 
idea, but it would be pure charity to broad- 
cast an idea that could be protected a 
commercialised. Unfortunately, such d.. 
tinctions are easier made in theory than in 
practice. The balance of power in business is 
always shifting. And the capitalist world's 
intellectual-property regimes may soon be in 
for a shake-up of their own. 


further talks. The issues now on the negoti- 
ating table include: 

e Standards. Intellectual-property rights dif- 
fer greatly from country to country. Amer- 
ica, for example, grants patents to the first 
to invent a new wonder; the rest of the 
world grants protection to the first to file a 
patent application. 

@ Enforcement. Some countries take a re- 
laxed view of intellectual property law. Ur! 
recently illegally copied computer softw: 
was widely available in Hongkong, and Sin- 
gapore has been reluctant to punish its en- 
trepreneurs for making products very much 
like brand-name western goods. Developing 
countries say that America and its friends 
can stop any products they do not like at 
their borders. America says it cannot. 

e Dispute settlement. Today, a country hurt 
by intellectual-property theft can do little 
more than yell. America wants established 
procedures for settling disputes. Fine, says 
the developed world, so long as America 
abides by these procedures too. In the past 
America has sometimes taken a cavalier atti- 
tude to GATT's already-established disputes 
procedures. 

In return for letting America set the 

agenda, developing countries gained a nod 
towards several concessions: 
e Transitional arrangements. Any agree- 
ment would be implemented flexibly, giving 
countries time to bring their laws and proce- 
dures into line. 
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e Postponement of a decision on which in- 
ternational body would administer an agree- 
ment. Though the negotiations are taking 
place under the GATT, some developing 
countries would still prefer to have ideas 
ruled by the World Intellectual Property 
Organisation (wiro), an offshoot of the UN. 
@ Acknowledgment of “public policy objec- 
tives” in the administration of intellectual- 
property law. India, for example, wants the 
right to force drug companies to license 
their icals to local manufactur- 
ers with low (or no) royalties. Otherwise, it 
says, it cannot get essential drugs at prices its 
poor can Brazil similarly wants to use 
forced licensing as a tool of industrial 
policy—arguing that, without free access to 
western ideas, its developing industries can- 
not grow. Not surprisingly, developed-world 


companies say that licensing is simply 
theft by another name. 
Though there are heated battles yet to 


fought, GATT officials are hopeful that 
compromise will be reached within the next 
couple of years. If so, the result will be a 
strengthening of intellectual-property pro- 
tection around the world. But some coun- 
tries are not waiting for global agreement. 
Europe is tightening intellectual-property 
protection under the guise of Euro- 
standardisation, but the most aggressive 
lawmakers are American. 

Until the 1980s America’s courts often 
viewed companies demanding strict enforce- 
ment of patent rights as would-be 
monopolists—rather than as defenders of 
private property. That changed under Presi- 
dent Reagan. In 1986 Polaroid’s patent-in- 
fringement case against Kodak was decided 
on terms so strict that it forced Kodak out of 
_ the instant-camera business, and leaves Ko- 





dak liable to pay yet-t es 

which could total bil- 

lions of dollars. "s 
Meanwhile, Ameri- » c. 


s legislators are pass- 
ing laws to give still 
greater rights to owners 
of ideas. Probably the 
toughest of the new in- 
tellectual property laws 
is section 337 of Ameri- 


ca’s 1986 Omnibus V, e 
Trade Act. Section 337 E 
gives American compa- g ^ 


nies sweeping new pow- 
ers to stop imports which they believe are 
infringing their intellectual property rights. 


Protect and prosper 

Some companies are using their newfound 
intellectual-property rights as a stick with 
which to beat the competition. Many have 
increased royalties for those who want to li- 
cense their ideas, and the number of law- 
suits is growing. Apple Computer and Lo- 
tus, maker of the bestselling 1-2-3 
spreadsheet, have been quick to sue anyone 
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making products that look like theirs. In- 
deed, critics reckon that some companies 
are cynically using patent-infringement suits 
to compensate for lagging R&D by sowing 
doubt, confusion and huge legal bills among 
the opposition. 

But, intriguingly, many companies are 


From tiny inspirations... 


n IS something of an accident that mil- 
lions of tape players have Mr Ray Dolby's 
name on them. Mr Dolby originally called 
his noise-reducing circuit the “Signal to 
Noise Stretcher”, and changed to his own 
name only after sound engineers using early 
versions of the device decided that Dolby 
was easier on the ear. But it is no accident 
that Dolby's circuit is inside the machine. 
He set out to make his fortune by licensing 
his circuit to the world, and his strategy still 
serves as a model for ideas-merchants. 

Mr Dolby invented the noise-reduction 
circuit because he wanted one for his own 
amateur sound recordings. After taking an 
engineering degree at Stanford and, in his 
spare time, helping Ampex to invent the 
video tape recorder, Mr Dolby came to 
Cambridge (in England) to study physics. 
As a hobby, he recorded Cambridge's stu- 
dent musicians. His rooms at Pembroke 
were next to the chapel, and he wired the 
chapel for sound with the control panels in 
his room. But noise marred his recordings. 
Faint sounds in the music were lost in the 
hiss of the tape— particularly when the tapes 
were copied. 

In the late 1960s—PhD finished and on 
his way back to London after two years 
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not taking full advantage of new 
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fence in their ideas. Br i eir 
ideas, reckons the new breed of ideas-mer- 
chants, simply makes better business sense - 
than keeping them under a bushel. To see 
why, start with a name familiar to everybody 


who has listened to a stereo, Mr Ray Dc by : 


E 


working for the uN in India—Mr Dolby 
thought of a way round the hiss: boost the 
signal from faint sounds as they are being | 
recorded to lift them above the noise, then - 
make them faint again during playback to 
provide accurate reproduction. The first 
Dolby “Signal to Noise Stretchers” were 
big, expensive beasts, sold to professional re 
cording studios. But Mr Dolby quickly in- 
vented a cheaper version, called Dolby B, 
which he licensed to the producers of the 
first hi-fi cassette recorders. A 
Apart from the quality of his idea, Mr 
Dolby's strategy rested on three planks: — 
e Tight protection. Dolby noise-reduction 
circuits were so completely protected by pat- - 
ents as to make copying impossible. E 
e Visibility. Mr Dolby insisted that his - 
name and trademark appear on all products — 
using his circuits. i 
e Quality control. The Dolby co ygot 
involved in the implementation of its tech- _ 
nology in others' products. Li were | 
required to meet Dolby's own quality stan 
dards. To help meet those standards, how- - 
ever, they could tap the expertise built up by 
Dolby in working with its other licensees. 
Over the years, Dolby added a fourth: 
plank to the strategy: continual imp ove- 
ment. Mr Dolby has cre- 
ated several generations 
of his product. Some im- - 
provements merely took 
advantage of advar ce: : 


"ET 


a 


Dom, 


in available electronic 

* itry, like T icon 
chips. Others were com- 
plete revisions of 


Dolby's own ideas. Mr 
Dolby now lives in San 
Francisco, in a house 
overlooking the Bay, with a workshop in 
which he continues to invent better noise- 
reduction circuitry. 2 
The next generation 
Mr Dolby was always something of an 
exeception in the electronics world: apart 
from professional-recording equipment, Mr 
Dolby was never tempted to build products 
from his own ideas. Traditionally, prod 
builders have been tight-lipped about their 
technology. Indeed computer-makers used 
proprietary technology to keep rivals off 
their turf and to lock customers in. All the 
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. more surprising, then, that computer com- 
pany after computer company is converting 
to the gospel of "open systems '—that is, 
= technology which can be understood by all 
and licensed on reasonable terms. 
. Take two of the fastest-growing: soft- 
ware giant Microsoft and Sun, a builder of 
workstations. Selling products, largely based 
on technology developed in-house, has cata- 
pulted both firms into the ranks of Ameri- 
's biggest companies in less than a decade. 
To achieve that growth, both have pursued 
policies—albeit sometimes reluctantly— 
which have made it relatively easy for rivals 
to imitate their products. Instead of price- 
cutting competition, the result has been 
. market leadership. 
— Computer software is uniquely vulner- 
able to reverse engineering. Thus the more 
information that software firms provide 
about what their wares do, the greater the 
tisk of copying. Yet Microsoft is both one of 
‘the most open software firms and one of 
those suffering least from price-cutting 
copies. Similarly Sun has licensed to Japa- 
mese and American rivals all che basic tech- 
nology needed to make machines that work 
just like Sun's high-powered workstations. 
. Critics say that Sun in particular is liv- 
ing on borrowed time, that its open systems 
s will eventually destroy it. Sun dis- 
agrees. Price-cutting copies of its computers 
will simply expand the market for its tech- 
nology, it argues. Microsoft's experience 
with Dos—the operating system for IBM- 
compatible personal computers which is the 
foundation of its empire— provides a useful 
example. DOS is easily copied. Many have 
mr ied it, including reputable firms like Dig- 
tal Research. But the clones have not made 
a large dent in Microsoft’s market. Open- 
ness is a big part of the reason why. 
— Anybody can buy Dos from Microsoft, 
so the incentive to clone is reduced. Better, 
those who buy from Microsoft get its exper- 
tise in getting DOS to work, and the 
Microsoft brand-name. So far, so much like 
Dolby's licensing strategy. But both 
Microsoft and Sun are also adding a new 
wrinkle. By letting their internal technologi- 
cal debates spill out into the open, the firms 
the place to be for bright young en- 
What they may lose from the spill- 
age of today’s ideas, they more than make 
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up by attracting the young wizards who will 
create tomorrow's. 


All in the mind 

Neither Sun nor Microsoft takes open-sys- 
tems strategies to their logical extreme: rely- 
ing solely on innovation to keep ahead of 
the pack. Though open about basic technol- 
ogies, they protect the flashy extra features 
which can differentiate their products from 
the rest. But some lack that luxury. Take 
McKinsey, a firm of management consul- 
tants. McKinsey prospers solely on the 
strength of its ideas, yet to think of each 
consultant's letter bearing a copyright no- 
tice is absurd. 

That does not mean that the firm trusts 
its fortunes to its ability to ad-lib. Over the 
past decade McKinsey has devoted much 
time and effort to a process of "knowledge 
management”. It is anathema to McKinsey 
to steal clients' ideas, or even to let them cir- 
culate within the firm. So it must make the 
most of its own insights. One facet of the 
task is education. Another is inspiration, to 
try to spark one idea off another. But the 
basic aim is to eliminate waste, to make max- 
imum use of every idea. 

A decade or two ago, general lessons of 
business strategy wended their way around 
the firm simply by word of mouth. Today 
there is more to know about. McKinsey con- 
sultants have to be able to do much more 
than tweak organisations. McKinsey reck- 
ons its consultants need to keep up with the 
latest developments in 16 functions (eg, 
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marketing) and 10-12 industries (eg, cars). 
One tool to help keep them up-to-date is an 
electronic database of the firm's ideas. But 
McKinsey's senior management is adamant 
that the database should serve only to help 
put experts in touch with those who n 
their advice. They reckon ideas will die if 
not aired regularly in conversation. 

t said, however, electronic systems 
can provide valuable feedback on how the 
firm uses ideas. Requests for information are 
tracked, and experts are presented with 
breakdowns of their colleagues' requests for 
information in their field. In at least one 
case, feedback showed experts that the ideas 
which their colleagues were requesting were 
not the best they had to offer. 

Idea-management has not been painless, 
though. To keep measuring its ideas against 
the best, McKinsey gives consultants free 
rein to publish their pensées as they see fit— 
with consequent risks of giving away goc ' 
insights to competitors, or, worse, displa 
ing bad ideas for public ridicule. 

Trickier still is finding the balance be- 
tween serving clients and creating knowl- 
edge. Too much reward for experts and 
teachers risks creating in-house ivory 
towers; too little risks letting the knowledge 
slip away. McKinsey is conscious that it is 
walking a fine line. But it does so with some 
style. The man in charge of McKinsey's elec- 
tronic knowledge-base, Mr Brook Manville, 
was an academic before he turned to con- 
sulting. In his spare time from the knowl 
edge-base, he wrote a book on citizenship in 
ancient Athens. Athenians gave their time 
to public duties so that the state might in 
turn repay their efforts with greater personal 
glory. McKinsey consultants, he hints, 
might be similarly rewarded for time given 
to the communal knowledge-base. 

However you feel about Athenians or 
consultants, Mr Manville's metaphor high- 
lights the difference between ideas a: 
other products: ideas are worthless unle 
they are shared. That makes trading in 
ideas, or competing over them, a much 
messier process than swapping products for 
cash. But it is a mess worth tackling. For to 
the winners go great rewards. After all, what 
other products of ancient Athens are still 
being consumed today? 
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Earth's sisters 


The visions 


shed new light on the cavities 


HE unique is always a problem for sci- 
ence. Scientists are trained to measure, 
and to measure is always to compare. Sci- 
ence makes sense of diversity; it finds hid- 
'n similarities and explains seemingly 
ance differences. Sometimes, though, the 
unique is all there is. Earth scientists have 
only one earth. 

However, though it may take pride of 
place in mankind's attentions, the earth is 
in many ways just another planet. There are 
eight more circling the sun, which be- 
tween them have dozens of moons, some 
of which are almost as large as the smaller 
planets. Compared with 30 years ago, 
when little was known about the planets 
beyond the bare facts of their existence, 
today's knowledge of them is immense. 
But in absolute terms, that knowledge i is 
tiny. It rests on just a few dozen missions 

with robots, and a handful of manned 
ones. Still, ignorance, though not bliss, 
has its advantages. There is little danger 
of getting lost in the trees; working at as- 
tronomical removes, it is hard enough to 
discern the woods. When you know lit- 
tle, you ask big questions. 

Geologists tend to be among the 

e-lost; whole careers can be spent in a 
couple of quarries. Since the 1960s, 
though, big questions have come into 
fashion. The theory of plate tectonics has 
provided a way to understand the pro- 
cesses that shape the earth's crust. The 
study of global climate, and of the effect 
of life on the environment, has started to 
come into its own. 

This revolution—which changed 
crusty old geology into spanking new 

science—happened at the same time 
as the discovery of the planets. In a way, it 
was part of the same process. Spaceflight 
opened up the other planets, but it also 
made it possible to see the earth as a whole. 
Although the work which transformed 
earth sciences was done on the ground (and 
under the oceans), part of the inspiration 
was the earth revealed from orbit—as an- 
other planet, drifting i in space. 

Planetary scientists (many of whom 
ete on ione) ine He compari- 







THE PLANETS 


rovided by p genter ed science Nee opie and fascinate. They also 


tively well-understood earth as their refer- 
ence point. After all, people have been look- 
ing at, digging up and mulling over the earth 
for millennia. A new feature seen on a far-off 
world is quickly compared with something 
on earth. The comparison reveals what is 
different about the other planet. (Cains in 
knowledge and confidence will change this, 
at least to some degree. The first pictures of 
the ice-caps on Neptune's moon Triton this 
year were immediately compared to the ice- 
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caps of Mars, not of earth.) 

Take the mountains of Mars. To the lay- 
man they look like pimples; to the geologist 
they look like shield volcanoes, big, gently- 
sloping cones of basalt like Hawaii. How- 
ever, the largest of Mars’s volcanoes, Olym- 
pus Mons, rises 27 kilometres above the 
surrounding plain, and covers an area about 
the size of West Germany. No such giant ex- 
ists on earth, nor could it. The earth’s crust 
would buckle under the weight of such a 
thing, and the mountain would sink. The 
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size of Olympus Mons, and an earthly un- 
derstanding of geology, demonstrate that 
Mars's outer layer is thicker and more rigid 
than the earth's. ii 
Volcanism also illustrates the way plar ê- 
tary science helps to explain the earth, Plan: 
etary scientists, like children, ask d nd ve 
ingly simple questions that nobody can 
answer. Volcanologists are usually inter- 
ested in the fine details that make Mount - 
Etna different from Mount St Helens. Off 
the earth, though, is a bewildering and un- - 
expected array of volcanoes, spewing forth 
earthly lavas on Mars and Venus, ri more 
exotic things like ice and sulphur elsewher Enn 
How do these volcanoes vod? 
much depends on gravity; how much on th« 3 
flow of heat; how much on the chemical and - 
physical properties of the lava? To answer 
such questions you need a robust model of | 
volcanoes’ physics and chemistry. Such a - 
thing was neither needed nor possible when - 
the earth was all there was. The broac 
models developed to cope with oddities 
like Mount Pele on Jupiter's moon lo, c E: 
Venus's mountainous Beta Regio, may 
answer questions about what goes on 
deep in the earth, out of reach of the 
geologist 's hammer: the sort of questions 
modern science likes to tackle. 
Planetary woods may make sense of 
earthly trees. 
Sometimes the planets provide c: 
catures of the earth, exaggerated to ie 

a point. When Mariner 9 arrived at Mai s 

its cameras sent back pictures devoid of 
detail; the whole planet was veiled in a 
vast dust storm. Such storms heat th e 
Martian atmosphere, and cool the s 
face—so does dust from earthly vc 
noes, though to a much lesser extet 
Watching the the snows of Olympus 

Mons come into view above the set ing 
dust, Dr Carl Sagan realised that such a 1 
planetwide dust shroud was possible o n 
To ike th en Ip. 
The idea fell in well with work b 
done by atmospheric scientists. Thea 
sibility of a “nuclear winter” was no t 
seen by those who built bombs and pr 
dicted megadeaths. It was seen by a man 
looking at another planet and wonderir ng 
"Why doesn't that happen here?" a 


Back where you came from 


To tell the story of the earth’s earliest d. ys, 
outside help is essential. The earth and th 

planets were formed in the same way at th e 
same time. The earth has anging 
ever since, wiping out all record of its birth; 
but relics elsewhere have implications for 
the earth’s forgotten history. | 
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pse, 4.6 billion years ago, of a cloud of gas 
ad dust light-years across. The cloud fell in 
n itself until the pressure and temperature 
t the centre became so great that fusion re- 
ctions started to take place. A star was 
born. Compared with the sun, the planets 
re the most insignificant of sideshows. 
me 99.9% of the solar system's mass is in 
he sun. Of the tiny fraction of the cloud 
iat escaped the sun, nine-tenths went to 
m two giant planets, Jupiter and Saturn. 
tween them they are 400 times more mas- 
ive than the earth. 

< The radial structure 
f the collapsing cloud is 
isible in the chemistry of 
ie planets. Light, volatile 
ements are found far- 
her from the sun; heavier 
nes closer. The planets 
eat the sun are dense 
d rocky, made from 
n and silicates neni of silicon and 
igen). The outer system contains much 
igger, less dense planets, made of light ele- 
ents: gaseous planets circled by moons of 
ice. Saturn's density is so low that if it were 
dropped i into a suitably cosmic bucket of wa- 
ter, it would float. 

=. The planets were formed remarkably 
quickly. The earliest things to condense out 
of the cloud must have been much smaller: 
probably comets and asteroids. As time 
went on, some asteroids collided to form 
bigger bodies, large enough to undergo 
changes inside, differentiating themselves 
into metal cores and stony mantles. Those 
bigger bodies collided to form planets. Frag- 








ive ones and the differentiated ones, still 
to the earth as meteorites. The time of 
ièir creation can be dated by the way that 





“same method used for dating ancient 
thly rocks. And the ages of the older 
s, the younger pieces, and the earth it- 
ll come out about the same, within the 
its of error. Little is known about how 
solar nebula condensed into planets; but 
did so quickly. The whole process lasted 
ound 50m years—about the time it takes 
Or a new ocean to form on the earth. 


Jupiter and Mars. They may be there be- 
se Jupiter, with its strong gravity, swept 
so much of the stuff in that region of the 
oud that there was not enough left to form 
planet; the same effect may explain why 
ars is small. Jupiter grew to its enormous 
at the expense of the other planets—a 
koo in the solar nest. | 
"The asteroids—and the comets, relics of 
older reaches of the early system—are 
1 of the main objectives of planetary sci- 
-because of what they reveal about the 
‘solar system: Russia sent its ill-fated 
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ments of the asteroids, both the older, prim- 


ioactive atoms in them have decayed— 


‘Today, leftover asteroids can be found — 
. a belt around the sun between the orbits 





Phobos spacecraft to the moons of Mars be- 
cause they are thought to be captured aster- 
oids. Galileo, an American spacecraft that 
will orbit Jupiter and study its moons, par- 
ticularly the four large ones discovered by its 
namesake, will have the opportunity to 


study two asteroids as it passes through the 
belt. In the late 1990s Comet Rendezvous 


Asteroid Fly-by (CRAF), an American mis- 


sion, will do what its name says. CRAF will be 
travelling even further in time than in 
space—back to the earliest history of the so- 
lar system. 


Hard rain falling 


There is no reason why the colli- 
sions in the early system should 
have stopped just because the 
planets reached a certain size. 


Look at the moon. It has hardly 


changed for 3 billion years; its crust does not 
get constantly recycled like the earth’s, and 
there is no erosion where there is no atmo- 
sphere. It is a remnant of the early system. 
And it is covered with impact craters. 
Cratered Mercury—similar in its un- 


changing airlessness to the moon—tells the 
same story. The first 500m years or so of the 


solar system were a knockabout time. Left- 
over asteroids, and bigger bodies, rained 
down on the planets. None of this could 
have been guessed from the earth—any 
crust that might bear such scars has long 
since been destroyed. The time of impacts, 


. the first of the earth's great geological eras 
~ (known, with good cause, as the Hadean), 


was revealed only through the other planets. 

Since the violence of the early system 
was discovered, large impacts have come 
into vogue as one-off explanations of oddi- 
ties. Why does Venus slowly rotate back- 


wards, and Uranus lie on its side? Because 


each was hit by something big. Why does the 
earth have an outsized moon? Because the 
earth was hit by something the size of Mars, 
and the detritus thrown into orbit coalesced 
into the moon. The rings around the outer 


planets are almost certainly demolished 


moons. On earth, some paleontologists in- 






' voke the impacts ‘which t must still happen 


- occasionally—though much more rarely 


than they did in the Hadean— to explain the 
mass extinctions that punctuate the fossil 
record (a fine example of a theory that 
would have been unthinkable before the age 
of planetary science). 

Nor all these theories will survive. Fur- 
ther exploration may reveal more subtle ex- 
planations, which do not require such re- 
course to brute force. But nobody doubts 
that chance impacts have had an effect. A 
re-run of the solar nebula’s collapse would 
probably come out quite differently—a dif- 
ferent number of planets, in different orbits 
and different orientations. Such speculation 
brings back the problem of the unique. 
There is only one solar system about which 
to theorise, so it is hard to tell chance effects 
from universal truths. Not until there are 
telescopes above the earth's obscuring at- 
mosphere, large enough to discern dim pl. 
ets nestling around the dazzling hearths 
other stars, will the comparative study of so- 
lar systems be possible. 


Theory on a plate 

The pockmarked surfaces of the moon and 
Mercury testify to the rough and tumble of 
bygone days, which is why they reveal little 
about the present workings of the earth. 
The moon is dead, unchanged for eons; the 
earth is active, its constant turmoil driven 
by mechanisms deep inside it. 

Mankind's knowledge of the other plan- — 
ets is superficial—photographs and soil sam- 
ples just touch the surface. Only on the 
earth (and, to some extent, the moon) has 
the study of earthquakes revealed a picture 
of the interior. The earth has a metal core 
covered by a rocky mantle. Given that they 


. were made in the same way, the other rocky 


planets should prove broadly similar. 
Floating on top of the dense rocks of the 
earth's mantle, like scum on a bucket, is. 
crust. It comes in two sorts, distinguishea vy 
weight and thickness. The heavier crust un- 
der the oceans may be only 15 kilometres 
thick, but under the thickest parts of the 
continents the crust may stretch down 50 
kilometres or more. The crust, and the up- 
permost layer of mantle, make up the 
"plates" of plate tectonics—tectonism is the 
breaking and deformation of rocks. The 
cool plates are rigid, but the lower, hotter 
mantle—Aalthough solid — flows in slow con- 
vection currents as heat inside the earth 
tries to get out. Ás in any convection cur- 
rent, the hot rises and the cold sinks. 
Where hot matter wells up from the 
mantle, existing plates come apart, making a 
spreading ridge like the one in mid-Atlantic 
that continually widens the gap between 
America and Europe. As stuff from the 
mantle ríses, some of it melts because of the 
lower pressure near the surface. This molten 
material becomes basaltic lava, which spews 
out of volcanoes along the d to formn new 
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ARS presents many faces. 
Cloud-capped Olympus 
Mons (left) looks almost 
earthly, but were it not for the 
thin haze of atmosphere, Argyre 
Planitia (right) could be 
mistaken for the cratered moon. 
From orbit, the ice caps of 
frozen carbon dioxide are 
clearly visible, as are volcanoes. 
The Tharsis region (main 
picture) is dominated by three 
volcanoes—Arsia Mons, 
Pavonis Mons, and Ascraeus 
Mons—and the huge canyon 
Valles Marineris. An 
exaggerated oblique view, made 
by a computer, shows the 
volcanoes with the canyon in 
the foreground (bottom right). 
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Oceanic plate. The floor of the north Atlan- 
tic has all been exuded in the 60m years 
since a huge rift divided the continents of 
Europe and North America. 

Plates parting in one place force plates 
together elsewhere. Sometimes the colliding 
plates fold like a rucked carpet—the 
squashed-up buckling of the Himalayas 
marks such a collision. Sometimes a plate of 
thin, dense oceanic crust is over-run by the 
lighter continent it is being pushed against. 
The oceanic crust is forced down into the 
mantle, and a deep trench is formed on the 
ocean floor. The pressure between the sink- 
ing crust and the overriding continent in 
the subterranean "subduction zone" causes 
some of both plates to melt. That creates la- 
vas, which surface in volcanic mountain 
ranges like those of the "ring of fire" on the 
Pacific rim. Because the chemistry of crust 
and mantle is not the same, the lavas formed 
er e bduction zones are chemically different 

| the basalts of the ocean ridges. 


Dune buggies and unsightly swellings 


Plate tectonics explain a lot about the 
earth—the ocean basins, the mountains, the 
slow drift of continents, the different types 
of volcanism, the distribution of earth- 
quakes. The theory does not do so well else- 
where. The surfaces of the gas giants are per- 
petually hidden. Their icy moons show 
tectonic activity, with surfaces that are 
faulted, creased or buckled. There are other, 
weirder structures—a huge zig-zag chevron 
on Uranus's moon Miranda, snaking lines 
on Jupiter's Ganymede which look like 
beach-buggy tracks. Surveys of such moons 
by Galileo and by Cassini, which is in- 
tended to orbit Saturn early next century, 
will broaden tectonic theories by showing 
what patterns are common to ice and rock. 
But the new evidence is unlikely to reveal 
earthly plates. 

The small rocky planets have thick, 

surfaces. The internal heat of a planet 
comes from energy given off by radioactive 
elements within, and their abundance de- 
pends on the planet's volume. The rate at 
which heat can be lost depends on the sur- 
face area. Small planets have more surface 
area for a given volume, so they cool quickly. 
That is why the moon and Mercury look 
dead—they do not have enough internal 
heat left to drive surface activity. When 
young, the moon spewed out basalt—the lu- 
nar "seas" visible to the naked eye are basalt 
plains—but its only features younger than 3 
billion years are impact craters. Mercury 
looks similar, though its strong magnetic 
field may mean it has an active core. 

Mars is a bit bigger, and shows signs of 
having made attempts to break its rigid sur- 
face. The Tharsis region is lifted up above 
the average height of the planet, studded 
"with large volcanoes, and split by a huge 

scanyon not unlike the rift valleys that pre- 
scede the splitting of an earthly continent. It 
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does not take much imagination to see a 
huge upwelling of hot mantle trying to break 
through the crust. On Mars, though, the 
outer layer is thicker than it is on earth, be- 
cause it cooled faster. The mantle was un- 
able to break through. 


Magellan's kingdom 


That leaves Venus as the only candidate for 
plate tectonics. It was always the best bet. It 
is much the same size as the earth, and since 
it formed nearby it is probably made of 
much the same stuff. The surface is perpetu- 
ally hidden from sight by cloud, but that 
does not stop radars, either powerful earth- 
based systems or smaller ones in orbit 
around the planet, from examining it. 
Earth's oceans hide what is below them 
from radar; but Venus is far too hot to have 
oceans. The best general maps so far are 
those made by two Russian probes, Venera 
15 and Venera 16. Next year America's 
Magellan will make better ones. 

The maps show some signs of stretching 
and of compression. There are volcanoes, 
some of which may still be active. The level 
of sulphur dioxide in Venus's atmosphere 
has fallen over the past ten years, which im- 
plies that a source of the gas has temporarily 
dried up. It is hard to see what the source 
could have been but volcanism. 

On a similar map of earth, two signs of 
plate tectonics would be clear: the division 
into old continents and new ocean floor, on 
average three kilometres lower; and the net- 
work of spreading ridges. Neither is seen on 


Thick continental Cold, rigid Spreading Thin oceanic 
crust mantie ridge crust 
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Venus. The range of relief is comparable— 
the highest point on Venus is 13.7 
kilometres above the lowest point, com- 
pared to 15.4 kilometres on earth. But two- 
thirds of the Venusian surface is “rolling up- 
lands”, all within 500 metres or so of the 
same level. A quarter of the surface is low- 
lands, and about a twelfth mountainous 
highlands. The Venusian crust is not clearly 
sorted into two separate types. 

Though there are no ocean ridges, there 
may be some spreading. One of the high- 
land regions, Aphrodite Terra, has a set of 
“transform” faults running across it like 
those that cross mid-ocean ridges; they are 
the natural result of trying to push two flat 
plates apart on a curved surface. The maps 
show other volcanic regions which contain 
faults that suggest a stretched surface. 

It may be that the Venusian mantle does 
not flow in convection currents, but instead 
allows heat to rise from the core in vertical 
columns to volcanoes on the surface. Such 
“hot-spot” volcanoes, riding single plumes 
in the mantle, exist on the earth as excep- 
tions to the generalities of plate tectonics. If 
Venus was dominated by hot-spots the sur- 
face would be covered in basalt. When three 
Russian landers sampled the surface—the 
only visitors there so far—they found ba- 
salts. But they also appeared to find more 
acidic lavas, implying that the source was 
not the mantle, but some reworked crust, as 
it is in the subduction zones where earthly 
plates are destroyed. 

Various differences with the earth 
might explain the lack of plate 
tectonics on Venus. Venus 

| has hardly any magnetic field, 
`J which may mean that its core 
; ET qj  issolid; it is the currents in the 
e liquid outer layer of the 
earth's core which generate 
the earth's strong magnetic 
field. Perhaps they have an ef- 
fect on the currents in the 
solid mantle as well. 
Venus has a devilish surface tempera- 
ture of 500°C; that may make the crust too 
buoyant ever to be pushed down into the 
mantle. Or it may be that the earth's oceans 
do more than hide the workings of plate tec- 
tonics from prying eyes—they may lubricate 
the machinery. Water changes the chemistry 
of the rocks of the ocean crust. The hy- 
drated minerals thus formed may help the 
crust slide down in subduction zones. If that 
is the case, then the important question 
about Venus becomes "Where is the wa- 
ter?" —4a question that also applies to Mars. 





Less sweet, less temperate 

Venus suffers from the grandfather of all 
greenhouse effects. The thick atmosphere, 
mostly carbon dioxide (CO;), allows solar 
energy to warm the surface, but it does not 


let heat radiate away. Combine that with the 
fact that Venus receives 7096 more sunlight 
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than the earth and you have a planet where 
lead is far more likely to flow than water. 

In the early solar system, Venus and 
earth were probably much the same. 
Though the young sun was cool, the planets 
were hot; partly because they were wrapped 
in warming greenhouses of COs, partly be- 
cause of the heat given off by the rain of 
impacts. There was water available on both 
planets—some of which had been there 
from the start, and some coming from fall- 
ing comets—and they probably both had 
steamy atmospheres. 

When the impacts stopped, the planets 
cooled. Earth's water collected in oceans. 
Venus, closer to the sun, may never have 
cooled that far; if it did, its oceans were 
never going to last long. Water vapour itself 
is a greenhouse gas, and Venus would still 
have been hot and moist. So as the sun grew 
hotter, Venus's atmosphere would have am- 
plified the warming. 

Once the surface was above boiling 
point, and all the water vapourised in the 
atmosphere, Venus's fate was sealed. High 
up, the sun's rays can tear the oxygen and 
hydrogen in water apart. The hydrogen, 
which is the lightest gas around, escaped the 
planet's gravity altogether. The oxygen got 
sucked into chemical reactions in the atmo- 
sphere. The water was irrecoverably lost. 

Unlike Venus, Mars certainly once had 
running water—and the water may still be 
there, in the form of permafrost. Pictures 
from the Viking and Mariner orbiters 
clearly show valleys carved out by running 
water. But the rivers of Mars are no more. 
The atmospheric pressure is so low—less 
than 196 of the earth's—that any water on 
the surface would evaporate immediately. It 
is a cold, dry desert, with thin, fast winds 
howling across it. 

Somewhere below those sands, there 
may well be a bed of carbonate rock—lime- 
stone. Mix CO; with impure water and the 
CO, will precipitate into solid carbonates. If 
young Mars was warm enough 
for oceans (as opposed to per- 
mafrost occasionally melted by 
volcanoes and impacts) car- 
bonates would have formed in 
them. Some of the earth's sea 
floors are covered in carbon- 
ates several kilometres deep. 
Venus, without liquid water, 
has not been able to make car- 
bonates out of CO;—which is 
part of its problem. If the 
earth's carbonates were turned 
back to CO; the planet would 
quickly go the way of Venus. 

The storing-up of CO; in 
carbonates has kept the earth 
habitable under ever-hotter 
suns. Dr James Lovelock, in his 
Gaian hypothesis, has sug 
gested that the CO, level 
changed because the earth's 
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living things act to keep the planet suitable 
for life. He sees life regulating the whole 
environment as if the earth was a single, 
huge organism. Living things certainly ac- 
count for a lot of carbonate—look at the 
white cliffs of Dover—but carbonates will 
form to take CO; out of circulation even if 
there is no life around. Dr Lovelock's idea is 
far from proven. 

Under the cold sun of the early system, 
though, getting rid of CO; too fast would 
have been a disaster. It was avoided on earth 
because carbonates are recycled when the 
oceanic crust on which they form is pushed 
back down into the mantle; the volcanoes 
over subduction zones happily belch out 
CO). Mars, too small for tectonics, had no 
such reliable way to recycle carbonates. 
Imagine Mars with oceans. Carbonates 
form, and so CO; is removed from the at- 
mosphere. The greenhouse fails, and the 
oceans freeze, to be buried in dust. In time 
the atmosphere itself begins to fade, 
stripped from the planet by the wind of par- 
ticles that constantly streams out from the 
sun. (The earth escapes such a fate by having 
both stronger gravity and a magnetic field 
which deflects most of the particles before 
they get too near.) 

Mars's thin atmosphere still produces a 
climate that intrigues and challenges model- 
lers. It forces them to stretch the concepts 
they have developed for modelling climate 
on earth. Mars's lack of oceans means that 
the temperature fluctuates more sharply be- 
tween day and night. What greenhouse ef- 
fect there is left changes with time, because 
CO, freezes to the icecaps in winter. The 
dust storms further complicate matters. 
More data will be provided by missions now 
planned— missions that will pave the way 
for manned exploration next century. 


So where were the spiders? 


If there is one reason, beyond the spirit of 
exploration, to send men to Mars, it is to 





look for life. Not present-day life—chemical 
experiments conducted on the Viking land- 
ers more or less rule that out—but life in the 
past. Mars and earth were quite alike during 
their first billion years. They were similar in 
composition, they both had running water, 
and the intriguing chemicals from comets 
that are in vogue as the possible first build- 
ing-blocks of life must have fallen on both. 
On earth, life began quickly—its signs can 
be seen in rocks 3.8 billion years old—and 
has stayed ever since. 

On Mars, it may have come and gone. 
Perhaps it was doomed to die with the 
oceans, or with the thinning atmosphere. 
Perhaps it was just unlucky. An inoppor- 
tune visitor from the neighbouring asteroid 
belt may have wiped it out. Whichever way 
Martian life went, though, it should have 
left some marks. 

If there are fossils of simple creatures on 
Mars, it will take trained paleontologist" *^ 
find and understand them. Proof that tl 
had been life on Mars would have immense 
implications—it would suggest that life was 
a universal commonplace, a natural conse- 
quence of the existence of rocky planets 
around smallish stars. And if life is common, 
perhaps intelligence has evolved elsewhere. 
Dead microbes on Mars would make civilisa- 
tions around other stars more likely. 

On the other hand, Mars may always 
have been dead. Life may be another of the 
earth's unique qualities, along with plate 
tectonics, and oceans, and a relatively large 
moon, and a liquid core. So much unique- 
ness is hard to swallow. Perhaps some of the 
earth's oddities are linked. Oceans may be 
necessary for plate tectonics. Plate tectonics 
may be necessary for recycling CO). Life 
may, as Dr Lovelock suggests, be responsible 
for the control of climate, and thus for the 
preservation of the oceans. Tidal pools, as 
provided by a large moon, may be necessary 
for life to start. The moon's birth in a g` 
impact could have influenced the core 
the mantle, towards the right 
conditions for convection and 
plate tectonics. 

All those ideas are highly 
speculative; they would not 
have been thought of if the 
study of other planets had not 
suggested them. The questions 
they raise will be answered only 
by detailed, careful study of the 
earth. That study will rely in- 
creasingly on observations 
made from space, the pre-emi- 
nent standpoint for getting a 
global view, using machines de- 
scended from the robots sent 
to other planets. And to find 
new questions, earth dwellers 
may follow their robots, and 
visit their mother’s poor, dead 
sisters. 
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The pure taste of 
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with. So most people don’t. 
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Mona Lisa. 
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From the selection of the finest quality, 
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Squashing bishops and fighting 


newts 


THE LONGMAN LITERARY COMPANION To Science. Edited by Walter Gratzer. Longman; 
517 pages; £17.95. To be published in America by Norton in May; $24.95 


ORD Rutherford was arguably the great- 
est experimental physicist of the cen- 
tury: discoverer of the nucleus, splitter of 
the atom and New Zealand’s most illustrious 


Es: one of his finest blows for sci- 
C 





was struck, not in the laboratory, but 
onversation. As C P Snow tells the story: 


Archbishop Lang was once tactless enough to 
suggest that he sup a famous scientist had 
no time for reading. Rutherford immediately 
felt that he was being regarded as an ignorant 
roughneck. He produced a formidable list of his 
last month's reading. Then, half innocently, 
half malevolently: 'And what do you manage to 
read, your Grice?’ ‘I am afraid,’ said the Arch- 
bishop, somewhat out of his depth, ‘that a man 
in my position really doesn’t have 
the leisure...’ ‘Ah yes, your 
Grice,’ said Rutherford in triumph, 
‘it must be a dog's life! It must be a 
dog's life!’ 


Like Rutherford, Walter Gratzer 
is keen to show that a scientific 
career does not preclude literary 
interests. To that end, he has put 
together a selection of 216 ex- 
cerpts from what one takes to be 
e of his favourite books, 
is linked by short editorial 
commentaries. They are chosen 
and arranged to put over the 
range of scientific experience, as 
described in fiction, memoir, 
journalism, biography or poetry, 
in which they succeed admirably. 
Unfortunately, Mr Gratzer, a 
cell biologist at King's College, 
London, cannot include exam- 
ples of the best of all scientific 
writing: that found in technical 
papers. The well-constructed sci- 
entific paper is the utilitarian ze- 
nith of language; it communicates 
more precisely and more fully 
than any other literary form, with 
the possible exception of the hai- 
ku. A scientific paper can contain 
a year's work and a lifetime's ex- 
perience in a few pages. 
Constrained not to dwell on 
the literature which is integral to 
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science, Mr Gratzer presents literature 
about science, but avoids most science fic- 
tion. Wells, Asimov and a few others are to 
be found, and there are three extracts from 
Gregory Benford's excellent “Timescape”. 
However, science fiction tends to deal with 
adventures in worlds made possible by no- 
tional future science, not with science itself, 
or the scientific life. 

It is scientific life, and the scientist's, 
that fascinate Mr Gratzer, and he picks 
some good ones to ilustrate his book. ] B S 
Haldane is seen through Aldous Huxley's 
eyes in “Antic Hay’’; Fritz Haber appears in 
André Malraux's "The Walnut Trees of Al- 


tenberg" discussing chemical warfare in the 
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most chilling terms: the physicist Isidor Rabi _ 
is shown in a piece from Mitchell Wilson’s 
"Live with Lightning" which wonderfully 
captures the way a measurement makes  - 
something suddenly seem real. Mr Gratzer's 
tastes are remarkably catholic. Arthur Hai- — 
ley and Friedrich Dürrenmatt rub shoul- — 
ders, and excerpts from recent and well - 
known pieces of science journalism—of the — 
sort which reports the intrigues and oddities — 
of science, rather than just explaining its — 
content—are interspersed with telling — 
scenes from obscure novels, often by equally 
obscure scientists. 

The section on war is particularly — 
strong. The pressures of military research 
can be enormous, as shown by the effect — 
that work on nuclear weapons had on the - 
mathematician Stanislas Ulam. He descend- _ 
ed slowly from the level of genius, becoming - 
first a thinker of no more than average abili- —— 
ty, then little more than a child. Ulam - 
seemed to recover more or less completely; _ 
Primo Levi's days as a chemist in Auschwitz 
stayed with him for ever. 3 

Every reader will find favourites miss- — 
ing. Mary Shelley's romantic Natur Philoso- — 
phen are not here. There is none of Mel- 
ville's natural history from Moby Dick, nor 
his hubristic scientist from “The Bel-Tow- 
er", eventually killed by his own robot. - 
(Karel Capek, who introduced the term ro- _ 
bot, is represented by a nice spoof on con- 
temporary evolutionists from “The d 
with the Newts"). Nothing from Andrew _ 
Hodges's excellent biography of Alan Tu- 
ring is found among the portraits of the — 
great. 4 
But no one could expect such a book to 
be definitive, or exhaustive. lt is enough 
that it is well structured and, above all, well — 
chosen. Anyone predisposed towards an in- - 
terest in science will find hours of browsing 
pleasure. And every archbishop should have _ 
one. | 



























Antarctica j d 


Was Kilroy here? — 


A CHRONOLOGICAL LIST OF ANTARCTIC E» yi 
PEDITIONS AND RELATED HISTORICAL 
Events. By Robert Headland. CUP; 704 
pages; £65 and $125 l 


VERYONE has an interest in Antarc- 

tica and its surrounding islands. This i is 

the “last unspoilt wilderness” (although 

DDT has been found in the flesh of pen- 

guins), the only big land mass under interna- 
1215223 
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tional control (although sovereignty over 
various bits is disputed). Should there be a 
galloping greenhouse effect, the melting of 
its ice will drown much of Holland, Florida 
and East Anglia; and it was above the South 
Pole that the first large hole in the ozone 
layer was found. Advancing technology can 
only increase both its attraction (already, 
more tourists than scientists have been 
there), and man's capacity to do it harm. 

The seas and islands off Antarctica's 
coast support rich fisheries, potentially rich 
oil-drilling and slowly recovering popula- 
tions of fur seals, elephant seals and whales. 
Predictably, the area is richest cf all in con- 
troversy. The Falkland Islands had strategic 
importance in the second world war, and 
contributed handsomely to Margaret 
Thatcher's second election victory in 1983. 
Indeed, the conflict was precipitated by a 
crew of scrap dealers sent to dismantle a 
whaling station on South Georgia. 

Yet to almost everyone the continent is 
perceived as being without history, a place 
of anecdote and fantasy. It saw the doomed 
heroism of Scott and Oates, which marred 
the triumph of Amundsen; it was the setting 
for Poe's longest work of fiction and the 
principal focus of that curious postwar inter- 
lude, the International Geophysical Year. 
Now Robert Headland of the Scott Polar 






Sick, sick, sic 


667 HE sick are different from us." 

“Yes, Scotty, they have more vi- 
ruses." If Fitzgerald and Hemingway had 
exchanged those remarks, they would 
surely have got into THE FABER BOOK OF 
FEVERS AND Frets*. But although they 
wrote extensively about such matters, 
they are not among the 500-odd authors 
quoted here—whereas Walter Bagehot is 
in, because of a brief comment in "The 
English Constitution" on the remark that 
“in 1802 every hereditary monarch was 
insane". 

There are plenty of plums in the pud- 
ding. "Exercise is bunk", attributed to 
Henry Ford—who else? A.J. Cronin's 
claim to have triumphed in Harley Street 
by “inventing” a disease labelled asthe- 
nia. Chekhov’s remark that medicine was 
his wife, literature his mistress: “When | 
get tired of one I spend the night with the 
other." Immortal characters, such as 
Sairey Gamp, the dreadful nurse in "Mar- 
tin Chuzzlewit", and that engaging vale- 
tudinarian Mr Woodhouse, father of 
“Emma”. 

Inevitably, there are a good many bits 
from Proust. Less tediously, there is Je- 
rome K. Jerome’s boating chappie who 
read medical textbooks until he realised 
he had the symptoms of every disease ex- 
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Research Institute has set out to give the. 


facts, with a compendium of every traceable 
impingement of human activity on the con- 
tinent and its environs (in which he in- 
cludes, with rather questionable geography 
but a proper historical sense, Tristan da Cu- 
nha and even Cape Agulhas). 

This is not a book to be read for plea- 
sure in an evening, or even three evenings, 
but it is indispensable to any controversialist 
who cares to get his facts right. If you want 
to ban (or re-open) whaling and sealing, the 
histories of these activities are here; if you 
care about the historical roots of the Argen- 
tine claim to the Falklands, they are here as 
well, and easily found. If you have only a 
dilettantish interest in when and where the 
really good stories happened, or who did 
what first, it is all here, including the first 
pregnancy initiated on the continent (the 
parties were Mr and Mrs Finn Ronne in 
1948), and the first birth (that of Emilio 
Marcos Palma, at Hope Bay in 1978). 

Inevitably, the level of drama and hu- 
man interest cannot be sustained through- 
out. Consider such an entry as number 122: 


1762-63 British naval voyage 
Benjamin Hooke (master) 
HMS Admiral Pocock 


Passed Ile Saint-Paul and drew 
a sketch of it, 5 July 1763. 


cept housemaid’s knee. And 
Charles Lamb on the way convales- 
cence “shrinks a man back” from 
the lordly status he had enjoyed 
while he was really ill. Samuel But- 
ler provides the tale of a man who 
was cured by eating his doctor’s 
prescription, as well as the classic 
account of sickness being treated as 
a crime (and vice versa) in 
“Erewhon”’. 

Yet the omissions should be 
noted. The book includes sections 
on hospitals, doctors, patients, con- 
valescents, the young and the old, 
manias, phobias and much else, but 
not on “visiting the sick’’; so it does not 
offer the memorable conversation at 
Aziz's bedside in Forster’s "A Passage to 
India". From "The Doctor's Dilemma" 
there is an excerpt that includes no men- 
tion of stimulating the phagocytes (Sir 
Ralph Bloomfield Bonington's pet trick) 
or cutting out the nuciform sac. 

In an anthology which (as the editor 
points out) contains a good deal of light- 
hearted material in spite of the underlying 
affliction, a small space might have been 
found to fit in Belloc's Henry King—espe- 
cially the couplet in which the far-famed 
physicians 





Hardly riveting stuff; but this, in a paradoxi- 
cal way, is part of the virtue of the book. It is 
a chronicle, not a history, and presents all 
the facts without the bias implicit in a “per- 
spective". Its claim to distinction rests on 
two solid planks: impressive scholarship (the 
material, often unpublished and hand-writ- 
ten, has been translated out of 17 languages 
to yield a total of 3,342 distinct entries), and 
a fully computerised index, occupying about 
a fifth of the text. The result is a work of 
reference that is accessible in a way and to 
an extent that was impossible with earlier 
technologies. 

"Headland's Antarctic" may well be as 
enduring a work as “Gray’s Anatomy" or 
"Cheshire's Modern Law of Real Property." 
Long after Headland and all who have con- 
tributed to it are dead, some later edition 
bearing his name but containing a far 
greater input, by later hands, will be the one 
indispensable sourcebook for this subject 
would be going too far to say that "som 
all books will be made this way", but it wi 
be interesting to see what other topics re- 
ceive similar treatment in the future. A his- 
tory of the north polar region on the same 
lines is in preparation already. If one on 
space exploration is not, it surely should be 






















answered, as they took their fees, 

"There is no cure for this disease’. 
And although querulous carping may well 
be diagnosed as the book reviewer’s form 
of housemaid’s knee or creative writer’s 
cramp, one must protest at the complete 
absence of the author of “Tales of Medical 
Life". Conan Doyle gave the world the 
most widely known medical man in all lit- 
erature, the faithful chronicler of Sher- 
lock Holmes's career, Dr Watson. Is it 
contended that this was not really litera- 
ture? "What ineffable twaddle!” 


















*Faber; 364 pages; £12.99 and $18.95. 
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classical music 


The world in B flat 


-ECTIONARY OF Music. By Nicolas Slonim- 
iky. Simon & Schuster; 521 pages; £17.95 


LMOST since his birth in 1894, Nicolas 
Slonimsky has spent his long life multi- 
ariously absorbed in music, as wunderkind 
pianist, composer, conductor, author and 
»ditor. This "lectionary" is an informal 
summa of his interests, with entries on a 
wide spectrum of topics little and large. Mr 
Slonimsky not only wears his learning 
ightly; he frequently waves it gaily about. 
A comprehensive essay on harmony, for 
nstance, rubs shoulders with a short discus- 





sion of "humoresque"', concluding with the 
waggish lyrics anonymously attached to 
Dvorak's famous tune: "Passengers will 
»lease refrain/ from flushing toilet while the 
Tain/ is standing in the station (I love 
rou)". Separate entries cover all the major 
ind minor keys. According to Mr Slonim- 
| flat major "can claim to be the key of 
Wilniverse'', not only because it is the key 
n which most machines "buzz, whir and 
Yum", but because it is the natural tonality 
of fanfares and anthems. This leads him to 
speculate on why the angst-ridden Gustav 
Mahler never wrote a B flat symphony: “was 
1e subconsciously concealing his darksome 
nner self from the intrusion of the brilliant 
llumination of B flat major? It might be a 
tantalising subject for a psychomusical 
itu dy." 

Certain topics seem particularly close to 
Mr Slonimsky's heart, like the difficult lot of 
:omposers. His entry on money shows them 
is the most hard-done-by of musical practi- 
joners. Their biographies constitute “a 
study in inauspicious beginnings and un- 
1nappy endings”. Even in the twentieth cen- 
wry injustice abounds: Bartok spent his last 
years close to indigence, but after his death a 
postcard in his handwriting fetched $165. 
Composers are bedevilled too by their own 
psychological quirks. Though often re- 
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garded as the most austere of formalists, 
Schoenberg was prey to "triskaidecapho- 
bia”: his fear of the number 13 compelled 
him to change the spelling of Aaron in the 
title of his last opera, "Moses und Aron", to 
reduce the sum of the letters to 12. 

As a refugee from the Russian Revolu- 
tion, Mr Slonimsky is keenly aware of the 
effect of ideology on composition. Under 
"political tonalities", he wrily describes the 
Soviet decree establishing major tonalities 
as Bolshevik, minor keys as Menshevik—al- 
though an exception was made for the pre- 
dominantly minor-key music of Tchaikov- 
sky, which was said to celebrate "the funeral 
of the bourgeoisie”. 

Mr Slonimsky's field of reference is not 
limited to classical music, although his 
cheerful generalisations about jazz may raise 
some eyebrows among keen followers. He 
regards the furore surrounding rock with a 
kind of tolerant amusement and pours unal- 
loyed scorn only on the unctuous pop music 
that bastardises the classics. The swooning 
ballad "Full Moon and Empty Arms", for 
example, he denounces as "anti-musical out- 
rage ... perpetrated on the lovely second 
subject of the defenceless and 
uncopyrighted body of Rachmaninoff’s Pi- 
ano Concerto No 2." 

Throughout, his lectionary exudes ur- 
banity, generosity and enthusiasm, the re- 
sult of a genial temperament's long devotion 
to music. The book makes for compulsive 
browsing: after an initial dip, the reader 
finds himself carried along by happy discov- 
eries, caught up in his own cross-referenc- 
ing. Mr Slonimsky's intention was to pro- 
vide "a menu of aperitifs" leading to a “rich 
repast" of other books on music. The aperi- 
tifs, however, are wonders in themselves. 





Rock music 


On the map 


Harp BEAT Rock GAZETTEER OF GREAT 
Britain. By Pete Frame. Banyan Books; 
168 pages; £7.95 


ANY foreigners, and indeed natives, 

wonder how a country as small as 
Britain can produce so many pop stars. A 
new book, compiled by a BBC radio re- 
searcher with “encyclopedic knowledge", 
now offers a tourist guide to it all, from 1955 
to today. Each county and city is covered, as 
is every eventuality; births, deaths, arrests, 
obscure local bands and clubs, even places 
which inspired record sleeves. 

Pete Frame has found the Cheshire sta- 
tion where Paul Simon wrote “Homeward 
Bound” while waiting for a train back to 
London. Mr Simon penned another 
favourite in an East End launderette. Also 
included is the Manchester street in which 


z: ice -e CUP cox A SS 1 
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Paul McCartney sang a few numbers to 


cheer up a tearful girl at a bus stop. Fans of — 


Eric Clapton will be similarly touched to 
learn that he usually starts or ends each tour 


in Guildford so that his grandmother can 


come and see him. ) ea 

The Soho street corner where pre-punk 
Bob Geldof started out on an unsuccessful 
career as a hot-dog seller is recorded too. 
Other stars exploded their own myths by 


working as lifeguards, lavatory cleaners and _ 


cling-film testers. 

Not surprisingly, Liverpool wins the 
prize for rock happenings per square foot. 
Beatles landmarks alone require a separate 
book. Other places are noticeably lacking in 
rock history. The author dismisses Oxford 


as "a rock'n'roll dead zone" in spite of, or 


perhaps because of, its literary tradition. 
Even Mr Frame could find nothing to say 
about the Orkney Islands, far off the Scot- 
tish coast and blissfully ignorant of the | 
sound a badly played electric guitar makes. 

London has always the place 
where stars come to make money and misbe- 
have, not infrequently killing themselves in 
the process. Mama Cass and The Who's 
Keith Moon died, four years apart, in the — 
same service-flat room in Mayfair. The 
grand hotels started to cater for rock'n'roll 
lifestyles with the arrival of Bill Hailey. More 
recently, Elton John caused £5,000-worth of 
=r when he left his bath running at the 

avoy. 


As the book shows, it is hard to find a 


totally rock-free environment. Backwaters — - 


attract musicians in search of inspiration 
and gardens big enough for guitar-shaped — 
swimming pools. Many of the most obscure 
places can thank the drug-related activities 
of the Rolling Stones for putting them on 
the map. ` 
A migratory pattern is clear. The best 
bands and singers tend to grow up in de- 
pressed inner-city areas like Liverpool, Man- _ 
chester and Glasgow. They move to the cap- _ 
ital and become famous. The very famous — 
retire to Henley-on-Thames, a small town 
with an apparently endless supply of man- 
sions, epitome of the bourgeois world the — 
stars once reviled. 





Famous quotations 
Say it again, Sam — 


Trey Never Sam Ir. By Paul Boller and 
John George. OUP; 159 pages; $15.95 — 
and £8.95 E 


ACK from a trip to Latin America, so 

this summer's delicious story went, 
Vice-President Dan Quayle remarked that — 
his only regret was that he had not studied - 
Latin harder at school, so that he could talk 
to the people. Funny, yes; typical, yes; but he - 
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BOOKS: COMPENDIUMS AND GAZETTEERS 


didn't say it. It was somebody else's joke. 
Dozens of such misattributed jokes have 
now been gathered up bv Paul Boller and 


John George. Their collection falls into 


three main categories: 

e The misquote."Play it again, Sam”, the 
famous line that Humphrey Bogart did not 
say in "Casablanca", is a classic in this 
genre. The closest line in the film was "Play 
it, Sam. Play 'As Time Goes By’,” which was 
said by Ingrid Bergman. (The authors add 
that “Sam”, played by Dooley Wilson, 
didn't play it at all. Wilson sang, but he 
couldn't play the piano.) Similarly Winston 
Churchill did not say “I have nothing to of- 
fer but blood, sweat and tears”, although he 
came close. He said “I have nothing to offer 
but blood and toil, tears and sweat", a 
phrase he denied he had lifted from Henry 
James's "The Bostonians”. 

Some misquotes improve the originals. 
"War is hell" is much more succinct than 
what General Sherman really said: "There is 
many a boy here today who looks on war as 
all glory, but, boys, it is all hell.” 

@ The misattribution. Mark Twain never 
said "There are three kinds of lies: lies, 
damn lies, and statistics". That was Disraeli. 
Twain, in fact, didn't say a lot of things, in- 
cluding: "Giving up smoking is easy. I've 
done it hundreds of times"; “Wagner's mu- 
sic is better than it sounds" and "Everybody 
talks about the weather, but nobody does 
anything about it". The las: was penned by 
a journalist, Dudley Warner, and Twain 
gave him credit for it; but it is nearly always 
attributed to Twain or Will Rogers, who also 
didn't say a lot of things. 

@ The fabrication. The authors also recog- 
nise the darker side of misquoting: the in- 
vention or abuse of quotations to serve un- 
scrupulous ends. Anti-Semites, for example, 
have used fake quotes from Benjamin 
Franklin and George Washington to suggest 
that these two Founding Fathers believed 
that America would regret the presence of 
Jews. They did not. Similarly, religious zeal- 
ots have eagerly made use of a fabricated 
quote from Charles Darwin, “How I wish I 
had not expressed my theory of evolution as 
l have done", to suggest that the whole 
thing was just a poor choice of words. 

The three people who seem not to have 
said the most are Lenin, Abraham Lincoln 
and Samuel Goldwyn. Sadly for lovers of 
Goldwynisms, the legendary Hollywood 
misspeaker appears to have either been mis- 
quoted ("the mucus of a good picture"), had 
statements made up by press agents (“Gen- 
tlemen, include me out") or been credited 
with something someone else said (“The 
next time | send a damn fool for something, 
I go myself’). 

Of course, nobody would have believed 
these quotes if Goldwyn had not been liable 
to say them. Quod erat demonstrandum, 
Mr Quayle. 
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Architecture 


Classical, radical 
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&T)ERHAPS the single most important 

person in the history of the arts in 
seventeenth-century England". So runs the 
bold, but not improper, claim made for 
Inigo Jones in the splendid catalogue of the 
Royal Academy’s new exhibition of the 
work of England’s first Renaissance archi- 
tect. The show has already been seen in 
America; it would not have come to Eng- 
land without the intervention of sponsors, 
including The Economist. 

Jones was a near-contemporary of 
Shakespeare and, like him, rose from ob- 
scure origins purely on his talents. Born in 
1573, the son of a London cloth-worker, he 
is first heard of as a painter in 1602. Friend- 
ship with the Earl of Arundel enabled him 
to travel to Italy in 1614, where he steeped 
himself in classical architecture and the 
drawings of Andrea Palladio. Arundel's pa- 
tronage brought him the post of surveyor- 
general of the King's works, and in 1616 
Jones began work on the Queen's House, in 
Greenwich. English architecture was never 
the same again. 

Jones was the first Briton to achieve the 
separation of architecture, as an intellectual 
and artistic activity, from the practice of 
building. His drawings are not just working 
construction-plans, but also exercises in ab- 
stract invention. The cosmopolitan courts 
of James | and Charles I seized on this new 
architecture, and Jones did all his work for 
the royal circle. He also designed costumes 
and sets for the masques that were in contin- 
ual demand at court; over 450 drawings for 
these survive, together with 1,800 fine figu- 
rative drawings, most of heads. 


However, it is the architectural 


drawings that form the backbone of the ex 
hibition. Only 93 survive, of the thousand: 
which Jones must have produced; hi 
drawings, like his buildings, have suffere 
heavily from time-and from the fall o 
Charles I. The 93 surviving sheets includ 
finished presentation drawings, working 
drawings for masons, rough sketches o 
ideas. There are schemes for exteriors, anc 
for smaller features such as fireplaces, but it 
is notable that hardly any exterior drawing: 
remain for his major works. 

This is the first time that Jones’: 
drawings have ever been assembled for pub 
lic display, and they hang in an eminenth 
appropriate setting. The Royal Academy": 
home, Burlington House, was built: 
Jonesian style by the third Earl of Bu 
ton, who revered Jones as the introducer. 
Palladian architecture into Britain and iec 
the campaign for a revived Palladian ar. 
chitecture which drove out the Baroque o: 
Wren and Vanbrugh. 

Jones's surviving buildings, however 
are outnumbered by those that have van 
ished. The greatest loss must be Jones's por 
tico to Old St Paul's: Commissioned b 
Charles I to do something about London’: 
decaying medieval cathedral, Jones re-clac 
the nave and transepts in classically rusti 
cated masonry and built a vast corinthiar 
portico at the west end—the greatest sucl 
thing north of the Alps, with columns 6 
feet high. Alas, it was too badly damaged ir 
the Great Fire of 1666 to be saved. Gone 
too, is all but the outline of Jones's piazza a 
Covent Garden. Laid out for the Earl o 
Bedford, this was Britain's first piece o 
grand urban design. The fine houses tha: 
Jones designed to flank it are gone, no 
centre of the square is filled by the 
house. However, the noble and simple Tus 
can portico of St Paul’s remains on the west 

Seven other buildings also survive, mos: 
of them in London. Of these, the Banquet 
ing House in Whitehall, the great ceremo 
nial chamber which once formed part o 
Whitehall Palace, is open to the public daily 
In the grounds of Chiswick House in Wes: 
London is an arch designed by Jones, movec 
there by Lord Burlington to adorn his sub 
urban villa. 

In a year in which the architectural de 
bate has become yet more acrimonious, i' 
was good to hear Maxwell Hutchinson, pres 
ident of the Royal Institute of British Archi 
tects, open the exhibition by remarking tha: 
the two sides can unite in enjoying and re 
vering Jones's work. When new, it was a: 
radical as anything ever built in Britain 
Now it seems to have been there for ever, a: 
permanent as Shakespeare. 
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PRIZE CROSSW 


IN The Economist Atlas, newly 

_ V Y. published in November 1989. 

Three prizes are on offer, for entries 
received from: - 

a) Britain; | 

b) North America; |. 

(c) the rest of the world. 


Alle entries to reach us by January 5 1990. 
A copy of The Economist Atlas will be 
posted to the senders of the first correct- 
entries opened fror yeach of the three 

diligions. Winners and solution will appear 

ithe issue of January 13 1990. 



















Post your entry—no fax, please—to: 


Prize Crossword 

The Economist 

25 St James's Street 
London SWIA IHG 
England 


Name KPek4t 4 FA ^44) hk w4xetV4Ah kKi»t&kMewtoetucriésytebknvke 


Addres | KROSS 
IOS. orae FEMHEEAXVEPEREAARAV EE EA ERRKARA een eee * e e S 
à 7"""".^ 8 Colonel North takes one in at the - 


. London theatre (7) 


4dt4t9*tbíighYtY RHEE LER ARE EH ee eee COCK RERE KEES ERE EK *&Aa* hk HRT HARE EH E 


. 12. Dispatched currency hawk (4,3) 
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14 No Contraband welcome here (9). 
16 Not wholly just, say, for a cut-price 
2 ticket (4-4) 
mum 18 Drovers unpack camel tent (9) 

]. 19 Fit as Ike was (2,5) 
22 At heart it sounds a divided 
country (5) 
23 Former unknown carries on to found 
an oil company (5) 


: un Take a und mh 
24 President of the Royal Academy has a 


z ; | bridge. near anode Fully | party in Madrid (5) 
: equipped — kitchen-dinette, bath- . 27 Drug company discovers calcium in - 
„room, phone, colour TV, central f the east (7) 


28 Smallest agents surround Philby at the 


junction (9) 
London shipowners Ralph the Rover 
wished to avoid (8) - 
.53 Tried to cut across the queen (9) 
34 Choose, so to speak, to eat (9) 
36 Fire any one of 105(7) .. 
38 Die-hards in a sort of list in Tass (10) 
39 She stole, it’s said, in error (7) 


heating, elevator. Suit 1-2 per- - 
.Sons. Brochure by airmail. 


Z 32 
Knightsbridge Service Apartments - o 


vL as Ennismore Gardens, LONDON SW7 | 
Tel: 01-584 4123. Telex: 295441 (Ref KSF) _ 
Free Toll: 800 525 2811 (USA only) 


Mastercard / Access 





Lu 9 Irving up against a Eti hat fell (6, 4) a 
013 Hot spot for share-dealing spivs (6,4). rv beneath the surface fish (9 
6 Flower powers" event vss (4, 2 3,5 
7 Sax, r 


11 Astonished speculator with modifie | 


21 Free the peacekeeper befote demon 


26 Don't believe record of Communist 
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maybe, in choral toccata (4) 
10 Measure, then couple or clasp (7) 


greed (9). — 
15 Follow the island bank (5,9) 
17 Shoot them in sorties around 
Peterhead (6) - 
20 Detroit's own MOT (6) > 


pressmen latch on (9) 
25 Leaving the east, it can't care to 
reassemble in the south (9) 


information technology (9) 
29 Carrion around the head of israelit« 
‘house (7) AUS 
30 Even around 50, offence c comi nitte 
Boris (7) t 
31 For publishing i incitement to riot, 
beheaded (0... | Kl 
35 Cheap service in 7 part of eit ge 
37. Munches, he tastes every other on 








Master of Science in 
. JAPANESE BUSINESS 


Earn a master's degree i in 
a year by studying i In... 


; HAWAII - learn the dun án uage, 
culture, and business practices; and in 


|. JAPAN - stud 


management, serve 


 aninternship and gain valu able life 
. experiences. 


P Scholarships available. 
i ‘Graduate Management Admissions Test (GMAT) and Test of 
| English as.a Foreign Language (TOEFL) DES 


For information, write: 

. Chaminade University 
of Honolulu 
Director; Master of Science 
in Japanese Business Studies 


3140 Waialae Avenue * Honolulu, Hawaii 96816 U. = A. 
(808) Ion PAR 


Penn State Executive Programs 


College of Business Administration | 


General Management Programs 
Executive Management Program 
Program for Executive Development 
Managing the International Enterprise 
Engineer/Scientist as Manager 
Financial Concepis for General Management 
Management of Managers Program 


< Functional Programs 
Human Resources Management Program 
Industrial Marketing Management Program 
Industrial Sales Management Program 
Manufacturing Strategy and Technology Program 
Physical Distribution and Materials Management Program 
Strategic Purchasing Management Program 


R ADDITIONAL INFORMATION, PLEASE WRITE 
STATE Penn State Executive Programs 


PSR emn 


310 Business Administration Building 
The Pennsylvania State University 
University Park, PA 16802 

(814) 865-3435 or FAX (814) 865-3372 








 ABA/BBA/MBA 


. STUDIES IN EUROPE 


X BUSINESS ADMINISTRATION 
. * HOTEL MANAGEMENT 
—— . *LAW/PUBLIC ADMINISTRATION 
XINTERNATIONAL RELATIONS & DIPLOMACY 
 * COMMERCIAL ART * PRE-MEDICINE 
_* COMPUTER SYSTEMS MANAGEMENT 
: X PRE-ENGINEERING 


ENGLISH * GERMAN * FRENCH * SPANISH 


A unique E to study for an American degree in | 
some of the major cities of Europe - London, Paris, 
. Madrid, Heidelberg, Strasbourg and Switzerland. 


Schiller offers the above and other programs at its centers 
where English is the language of instruction and 
. admission is a High School Diploma. Schiller is an 
independent university authorised by the Delaware State 
‘Board of Education to award Associate, Bachelor and 
Master degrees. 
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| SCHILLER INTERNATIONAL UNIVERSITY (Dept £20) 


ii 51 Waterloo Road - London SE1 8TX 
Tel: (01)9288484 Telex: 8812438 SCOL : Fax (01) 620 1226 
occisis member AKTS Washington DC, USA 
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E a SI IU 1964-1989 25 years of international education. 





; | KIEL INSTITUTE 
OF WORLD ECONOMICS 


Advanced Studies in International 
Economic Policy Research 


August 1, 1990-May 31, 1991 


Outline: 
€ compact, up-to-date information on the most important areas of 
international economic relations through concentrated courses given 
by internationally renowned university professors and through semi- 
nars given by leading representatives of international organisations, | 
domestic policy institutions and international corporations; 
9 profound training of skills pertinent to international economic 
analysis, methods of empirical research, sophisticated information- 
gathering, the evaluation of economic policies and international 
business strategies; 
e designed for economists holding a university degree who are 
interested in a career in international business, governmental. and 
intergovernmental organisations, acadernic institutions etc. 


Courses: 
Macroeconomics in Open Economies 
Charles. Wyplosz (INSEAD) 
The international Monetary System 
jeffrey Frankel (Berkeley) 
. international Financial Markets 
Richard Levich (New York) and ingo Walter iNew York) 
international Trade: Theory and. Policy 
Eihanan Helpman {Tel Aviv) 
Trade and Development Strategies for LDCs 
James Riedel (Washington) 
European Economic integration 
Michael Emerson (Brussels) and Niels Thygesen (Copenhagen) 
Methods of Applied Economic Analysis 
Gerd Hansen Kiel) 
Political Economics in Open Economies 
Stephen Magee (Texas) a» 
international Corporate Finance 
Gunter Dufey (Michigan) 





For detailed information write to: 
institute of World Economics - Advanced Studies | 
Düsternbrooker Weg 120- D-2300 Kiel 1 : Germany — E 
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Whether you. head one department. ora large 


- corporation, one thing is clear. V 
- the education of your most promising people, you'll 


Vhen you invest in 


: have a distinct advantage over the competition. 
You'll know where your next generation of leaders 


Executive 1 


. Business Adm 


(EPBA): Man: 
. . The Enterprise» 
e June 3-29, July 29. Augu 


Executive Program - 


^ ininternational 


^' Management 
September 30-October 26 


A Plan for Lifelong Career Development 199 90 e | 
BUSINESS STRATEGY ~ apone | 


PROGRAMS 
Business. Strategy 
July 15-27 007 


International Strategy 
March 25-230. 


s Managing Sirategic 
i Innovation and Change 
Apri 6 ^ 5 


AE Management of 


cial Services: 


FUNCTIONAL 
DISCIPLINES 


Marketing Management 

February 4-9, Apri 22:27, . 

July 8-13, September 23-28, 

Novernher 4-9 (Santa Barbara, 
CA), December 2-7 


Sales Management - 


February HG, May 13- 18, 
November 25» 30 


Market Analysis for. 
Competitive Advantage 
October 28-Noverhber 2 


knowledge they ee to pecs u ls 


Jead your fi 


G Give them € jor si vue 


Operations and 


Hie en Management p 


Se ptember on ra 


Management 


March 18-23 


Leading and Managing 
People 

January 28-February 2, 
September 16-21 


n e, Columbia' S mountaintop. conference center, just north of 
Y are d at Lake Como, Italy. 
For: a 1990 see call 212-854 3395, ext. 44, or write. 


X Strategies ior 1992 end 


Beyond 


ME November 5-8 
"international Strategy | 


. January 15-19, 1990; January 
14-18, 1991 
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7-23 MARCH 1990 — - PARIS. AND COLOGNE 


Does your organization need to develop ‘Euromanager’ 
skills — the ability to work equally effectively in different 
cultures, and yet to think strategically | in European terms? 


The 16-day European Management Programme offers a 
unique opportunity for senior: executives: with | 
responsibility for implementing Europe-wide strategies to 
develop a truly European perspective. - 





A wide range of contributors including eminent academics, 
European experts and top business leaders will cover the - 
spectrum of issues ef key concern to organizations with 
European business interests i including: 
* ihe case for and against Ecus 
. establishing European alliances 
e mergers and acquisitions 
è creating a E uropean corporati identity 
€ building a production and distributior jetwork in Europe - 
è pan-European labour relations . 
e EEC - EFTA relations and east- west trade 
* adopting a European style of management 











(all sessions wil! be conducted in English) 
Designed by a partnership of three of Europe's leading 
business schools — Ashridge (UK), Groupe CPA (France). 
USW (W Germany) the European Management 
Programme provides a rare chance for executives with 
similar responsibilities to share views and experiences. 
If you would like to participate in the 1990 programme, 
please contact one of the organizations below or cut and 
return the coupon. 





s tel: 0442843491 
tax: 044284 2382 


tel: (1) 47546500 
tax: (1) 46227218 


02235/406-204- 
. "s 02735/406-235 








ils of the European 


Address ... 


asi —————————————————— 





ADVICE CENTRE 


For choosing an MBA course we supply 
-rankings & guide books. To help with 
GMAT we sell the Official Guide, t 
. paper § arid | a course on. Feb 1 Tth.. 


F or immediate attention contact 





ET ready for 1992 learn French now 


pe UT DE FRANC, 


| Next 2, 3 or wes immersion course starts 8 January, 5 February 1990 and all yea” 


23 Av, Gén-Lederc, 06 VILLEFRANCHE/MER. T, 93 01 88 44. Tx, 970.9895. fx. 93769717 


AND —— 


Taking the GMAT or GRE 


exams? 
We CAN help 


Write to: 


Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 


Tel: 0565-55226 Tel: 01-993 3983 


Fax: 0565-50264 


at the most renowned school 





€ The highest quality teaching 

€ A high-level international student boo 
€ A cordial, hard-working atmosphere 

@ French cuisine 

© A breathtaking setting on the Riviera 
€ A truly dedicated staff 


- Daily 08.30-17.00 with 2 meals 
| For adults. 8 levels: Beginner I to Advanced H 





_ INSTITUT DE FRANCAIS — EL23 












^s 1990 GENEVA 
| MANAGEMENT (SAPM) PROGRAM 

. JAune.11 - 22 

-< FINANCIAL ANALYSIS: FUNDAMENTALS, 


—..NEW DEVELOPMENTS AND 
PRACTICAL APPLICATIONS 


. June 25 - July 6 
PORTFOLIO MANAGEMENT AND 
PERFORMANCE MEASUREMENT 


Septembre 3 - 7 
EXCHANGE-RATE AND INTEREST-RATE 
ECONOMICS AND FORECASTING 


September 10 - ET 
BOND PORTFOLIO AND 
INTEREST-RATE RISK MANAGEMENT 


September 17 - 21 
INVESTMENT APPLICATIONS OF 
FINANCIAL FUTURES AND SWAPS 


September 24 - 28 
OPTIONS: VALUATION, HEDGING 
AND PORTFOLIO APPLICATIONS 


These intensive courses for professionals in banking 
and finance offer an optimal blend of theoretical prin- 
ciples and practical applications. ; n: outstanding 
international faculty and proven teaching methods 
aim to develop both individual &kills and the deci- 
sion-making capacity of executives. Worldwide, over 
300 private and central banks, insurance compa- 
nies, multinationals and other financial and industrial 
organisations have JO PRU to the SAPM 
Program since. 1982. 








Further information: 
| ternational M for 





HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. Write 
Henry George institute, 121 E 30th 
Street, New York, NY 10016, USA. | 












January 8-11 3 
| epe at South West London 









Maastricht Economic Research Institute c on 
Innovation and Technology 


LEARN 
FRENCH 


The intensive way and in real 
immersion. This means living in 
one of the most picturesque re- 
ions of France and really becom- 
ing fluent. Also. vacation and 
learning plan. Cultural pro- 
gramme in Paris. Winter pro- 
ramme on the French Riviera. 


tate age, goal level and time . 


available. US transfer credits. 
The French and American Stud 


|) Center, BP 176, Lisieux 141 

à = | Cedex, France. Tel: 31 31 22 01. 
| 4 fax: 31312221. 

tails of this and: CE c: ! 











1-year HOTIS DIPLOMA COU 
(Hotei Information Systems. 
[Computer] Management) - 


LEARN TO SPEAK FRENCHBY Boni: SH MAST 
TOTALNATURALIMMERSION | — us - CIENCE C DEGREE g 
with French participants for7 — : d 

intensive days inthe DORDOGNE —— Pen ask fr the i| Hotel brochures 


: JHTTI, International Hotel and Tour 
Cháteau LA VALOUZE ism Training Institutes Ltd., P. 0. Box, 
J. L. Lefevre CIEL.BP.180.- 


- | CH-4006 Basel, Tel. (061) 312 30 94, 

mae ge 865 216 CH, Fox (326035 

24490 LA ROCHE CHALAIS, France - 8035) 
Tel: 53 91 44 28 


“The TWO essential courses z 
Private Bankers & Investment 


Advisers” a 


“Investment Markets Briefing" ps 


“World Investment 
Markets for | A 3-day course for private 
. Private Bankers’: investors or those working 
"1990 venues: Dubai, Hong with. investment managers, | |. 
Kong. London and Cayman but wanting more detailed | - 
Islands. All courses 2 weeks.. knowledge. 1990 venues: 


except Hong Kong 1 week. Dubai, Hong Kong, London. | - D. 


The Maastricht Economic Research institute on 
innovation and Technology (MERIT) is a new re- 
search centre set up at the University of Limburg, 
Maastricht, the Netherlands to carry out research 
and teaching in the field of technology and inno- 
vation, The research programme of MERIT com- 
bines aspects of theoretical, empirical and policy 
relevant research. | 








Full details from: Investment Education Plc, Regency Court, 62-66 Deansgate,” oats 
Manchester M3 2EN, U.K, Tel: ‘foyer 8338 8656. Hani (@}an8 m etit or "rm 493 $280. Telai: 605474. I Er 


For the academic year 1990-91 MERIT provides 
a new 


Postgraduate Programme on 
technology policy and 
innovation management 


The course is international in scope and draws 
on experience and on-going research in the insti- 
tute. All members of the teaching staff are acti- 

. vely engaged in research and the programme will 
consistently di torelatethe development of 
basic theory to policy problems and applications 

in government and industry. Programme direc- 
Bote ; rofessor C. Freeman and Professor L 
Ə abo 





The. Whiltemióre Scheol 
of Business & Economics 











- The eed. OO training offered I^ thete pron ame i He 
participants to sharpen their management skills and develo 
essential new ones. All programs are offered in Durham, New. 
Hampshire, a small New. w England. town on the coast of southern | 
NH. ds 





The programme is | designed primarily. for € econo- 
mists and engineers who have completed a first 
degree, but applications are also welcome from 
other social and natural scientists who have 
reached a minimum level in economics. Courses 





and aaa effectiveness while cies i mak 
will be conducted in English and the total number the transition to general management. The program is offer 
of participants will be restricted to a maximum twice anually. February 4-23, 1990, August 5-24, 1990. | 


of 25. Rs Executive MBA Program 


The tuition fees are Hfi. 10. 000,- . A number of A highly successful two-year MBA program offering training in 
scholarships is available for qualified students. all areas of management without career interruption. Follow- 
ing a full week of class each fall, participants continue to meet 
twice a month in full-day Friday and Saturday sessions. Next. 
class begins September 4, 1990. m 
Contact: George Abraham, Director Executive Programs Pp 


McConnell Hail, Room 116, Durham, NH 03824 
Tel: 603/862-1367. Fax 603/862-4468 








For further information and application forms, 
please contact: MERIT, Rijksuniversiteit Lim- 
burg, P.O. Box 616, 6200 MD Maastricht, 
The Netherlands, phone: (31) 43-888743. 























; ment Organization (UNIDO) with Head- 
. quarters in Vienna, Austria, offer a opportu- 
“nities to highly. qualified and experienced 
: profess sionals who are interested in serv- 











framework of the Technical Cooperation 
iis salle on a fixed term basis. 


: positions. Ara Cou in both Arabic and sng 
-tish m essentia: 


















identification, BisiiradioH, appraisal and 
evaluation of financial/economic viability 
of industrial investment projects, estab- 
lishment of procedures, methodologies 
and guidelines for preparation and evalu- 
ation of pre-investment studies, establish- 
ment of investment criteria for the selec- 
tion and ranking of industrial projects, 
training of local staff on above activities. 


2. DATA PROCESSING 
ADVISER 


er installation, and of training all the staff 
concerned. Designing, implementing and 
managing an industrial data base, super- 
; sane day-to-day. spunations, training of 
Sta 


23 he. t hited. Nations Industrial Develop- | 


"in g in- developing countries within the 


Planning and development ofthe comput- | 


TEACHING OVERSEAS 

The Graduate School of Business 

and Management 

at the American University of Beirut in 
Beirut, Lebanon (AUB) invites applica- 
tions for faculty positions at the level of 


Assistant Professor or above, available l 


1 October 1990. Candidates with spe- 
cialisations in the following fields are 
sought: Management, Marketing, Fi- 
nance, Accounting, and Management 
information Systems. 

Applicants should hold the PhD 
degree, and prior teaching and re- 
search experience is preferred. The 
School has an undergraduate BBA and 
a gradaute MBA program. Applicants 


are expected to teach undergraduate 


and gaduate courses. 


Appointments are normally made for a | 
three-year period. AUB is an EO/AA © 


employer. 
Interested persons may send their cur- 
ricula vitae and three letters of recom- 


mendation before 31 March 1990 to the 


Dean of Arts and Sciences, c/o New 


- York Office of the American University 


of Beirut, 850 Third Avenue, New York, 
New York 10022, USA. 


US passports are presently invalid for .. 


travel to, in or through Lebanon, and for 


residence in. Lebanon, by order of the . 
Department of State, and therefore. P 
applications from individualis, who 


would travel to or reside in Lebanon on 
a US passport cannot at this time be 
considered. 





 mendation before 31 March 1990 to: 
Dean of Arts and Sciences, c/o New 


| travel. to, in or through Lebanon, and fo 


TEACHING OVERSEAS 
The Institute of Money and Banking — 


at the American University of Beirut ir 
Beirut, Lebanon (AUB) invites applica: 
tions for faculty positions at the level o 
Assistant Professor or above, available 
1 October 1990. 


Applicants should hold the PhD degree 
in Finance, Business or Economics anc 
should have prior teaching experience. 
The Institute cónducts a graduate pro 
gram leading to a. Master's degree ir 
Money and Banking. in addition, il 
organises research: Projects and policy 
seminars. 


Appointments are normally made for € 
three-year period. AUB- is an "EGAJ 
employer. 








Interested persons may send : 
ricula vitae and three letters of 





York Office of the American University 


_of Beirut, 850 Third Avenue, New York 


New York 10022, USA. 
“are. presently invalid fo 





residence in Lebanon, by order of the 


"Department of State, and therefor 
^ applications from individuals whi 


would travel to or reside in Lebanon oi 
a US passport cannot at this time b 
considered. 












also at t 
systems; 


and/or capital markets; 


related fields; 


HARVARD UNIVERSITY 
GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 


Harvard University Graduate School of Business Administration announces 
faculty pos opening July 1, 1990, for Assistant Professorships (possibly 
Associate Professor level) in the following areas: 


Control: financial and managerial accounting and computer-based information 


Finance: corporate financial management, management of financial institut 











General Management: business policy, international business, entrepreneurial 
management and other areas of general management, 


Managerial Economics: decision analysis, management science/operations 
research, statistics/econometrics and related fields; 


Marketing: consumer, industrial and international marketing, retailing, and 


Organisational Behaviour/Human Resources Management: workforce manage- 
ment, human behaviour in organisations; and 


Production and Operations Management: management of processes for produc- 
ing goods and services, management of technology, Operations strategy, 
transportation and logistics, productivity, and quality, 


Positions entail substantial case-method teaching: at graduate and executive 
program levels. Applicants should have outstanding records in PhD and DBA | 
programs and strong potential and interest to do research and to develop | 
teaching materials at the forefront of their fields. Salaries and fringe benefits are - 
fully competitive. Salary for entry-level. ssistant professors last year was 
$64,000. Candidates should submit current CV; full transcript of undergraduate . 
and graduate work; a list of honours and awards received; copies of publications 
and current working Papers; dep of courses taught; and a list of. 
references. i 























r Ms Marrilyn G. Reid, ‘Administrator : 


Send full package of requested mat ri 
i ‘School, Soldiers - 


for Faculty Appointments and Procedures, Harvard Busi 
Field, Boston, MA 2163. i 


. lekeas Univeteity i is an affirmative action/equal opportunity employer. m 








TEACHING OVERSEAS 


"The Department of Political Studies 
and Public Administration 


at the American University of Beirut in 
Beirut, Lebanon (AUB) invites applica- 
tions for faculty positions atthe level of 
Assistant Professor or above, available 
1 October 1990. Candidates are sought 
in Public Administration, with speciali- 
sation in public policy analysis and 
"financial administration, and in Political 
~ Science, with specialisation in interna- 
tional relations, preferably with expo- 
.Sure to public international law and 






"Organisations. Applicants should hold. 


the PhD degree. 








tments are baiiia made tor a. 


BLISHING HOUSE SEEKS 





three-year period. AUB is an EO/AA 
employer. - 

interested persons may send their cur- 
ricula vitae and three letters of recom- 
mendation before 31 March 1990 to the 
Dean of Arts and Sciences, c/o New 


York Office of the American University | 


of Beirut, 850 Third Avenue, New York, 
New York 10022, USA. 


US passports are presently invalid for 
travel to, in or through Lebanon, and for 
residence in Lebanon, by order of the 
Department of state, and theretore ap- 
plications from individuals who would 
travel to or reside in Lebanon on a US 

passport cannot at this time be 
considered. 





vA ECONOMIST/JOURNALIST 


candidate will be appointed EDITOR of a new 


ication He/she should have: 


Profound knowledge of Latin America 
* A strong background in Economics (if not an oe 


* Organisational skills 
* Superb English 


* Ability to work under pressure and cape with deadlines 


* Journalistic creativity 


Salary depending on experience. We offer excellent working 


conditions and attractive benefits. 


Please send letter of application and CV to: Box Number 3679, 
The Economist Newspaper Ltd, 25 St James's Street, London 


D SW1A 1HG. 


Our international client offers professionals challenging Oppor- 
tunities in a number of foreign countries that require no selling 
from representatives in such positions. Entry-level salary and 
benefits are competitive with other major firms who have 
branches abroad and will be based on experience and qualifi- 
cations. If cateni residing abroad, applications are 


. encouraged. .. 
` We are seeking r 


ien ind women with college degrees and 


| ^ education/work experience in a wide variety of areas: advanced 





technologies, investme 


d international finance, research, 


marketing /public relations, business administration. Successful 
i applicants must be U.S. citizens or have Permanent Resident 
| Alien status. Excellent verbal and written communications abili- 
. tiesare essential. Fluency in a foreign language and experience 
; living and/or working abroad are desirable. 





four resume should include education, Overseas experience, 


employment history, address and telephone numbers. You will 
Je. contacted by telephone to arrange a. personal interview if 
our resume is of interest. No resume will be returned. We are 
'. -retained by our client, therefore no fees are required. Successful 
| applicants will be provided full details of employment. 


ply in strictest confidence to: Watson & Boone Associates, WB-1 7 
: pP Box 3238, New York, NY 10116-3238. 


Va Pons &B Boone re Associates | 


ae . An equat opportunity Mibi s 














| @ Successful record of management of science at a high level. 




























£$ y% IMAGO Institu ee 0 


HTA invites nominations and. applications for the position of | 
Director General. | 
IITA is an international agricultural research institute in a ` 
world-wide consortium of 13 centres co-sponsored by the 
World Bank, Food and Agriculture Organisation (FAQ) and 
United Nations Development Program. The Institute has sub- 
stations and outreach programs in many countries of sub- - 
Saharan Africa. IITA scientists from 45 nations work in ` 
partnership with national agricultural research agencies to | 
raise the productivity and income of small-scale African ` 
farmers, and thereby to increase food production in Africa. -> 
The Director Genera! is the chief executive officer, headquar- bs 
tered in Ibadan, Nigeria, responsible to an independent Board f 
of Trustees which includes distinguished scientists and lead- | - 
ers from around the world. The Institute has an annual budget | 
of $33 million and it employs approximately 200 internationally || - 
recruited and over 1,200 locally recruited staff. 
Candidates should have: 

Q Vision and leadership qualities. 





Q Extensive international i d ne knowledge of - p. 
agricultural research... | E 

@ Ability to communicate a inspire t the loyalty of scientists | 
and administrators of different nationalities and discliplines. | 

@ Ability to command respect at high levels of government, - | 
donors, internaticnal cooperation agencies, and scientific . 
associations. | | : 

@ Energy, initiative and innovative ability. 

@ Experience in African agriculture would be preferable. 
This position provides an opportunity for an experienced 

leader to contribute to. the resolution of one of the mos 


serious problems of international agricultural developmen 
today. 


Remuneration is competitive T aces housing, personal 
car, assisted education, health insurance and annual hom 
leave travel. The Institute is situated on an attractive 1,00 
hectare campus outside Ibadan and has excellent recreational: 
facilities, medical clinic, and school. 
Applicants for the position of Director General are. 
invited to send their curriculum vitae, date of avail- 
ability and names and addresses of three referees to 
Trustee Search Committee for the Director General of - 
IITA, c/o L. W. Lambourn & Co Ltd, Carolyn House, _ 
26 Dingwall Road, Croydon CR9 3EE, England. 











The Amos Tuck School of Business 
Administration at Dartmouth College 

invites applications and nominations for 

the y of Dean, beginning July 1, 1990. 


The Amos Tuck School of 
Business Administration at 
Dartmouth College, the oldest 
graduate school of business, 
offers one of the leading MBA 


-` programs in the United States. 


. Tuck is defined by a distinctive 
set of characteristics that. 
includes: an historical 
commitment to MBA 
education; a strong commit- 
ment to excellence in both 


.. research and teaching; a 


-. general management 
emphasis; a small size (36 
faculty, 330 students), which 
is conducive to cross- 
disciplinary faculty collabo- 
ration and genuine faculty- 
student interaction; 

a strong emphasis on team 
projects and cooperation as a 
central part of the Tuck 

curriculum; and a strongly 
supportive alumni 
population. 


The Dean must have the 
ability to provide leadership 
to the Tuck School commu- 
nity and to enhance the pres- 

` ently high standards of faculty 
scholarship and teaching. The 
< Dean must also understand 


ec the values and motivations of - 


ulty, oon and others 





is responsible for leading the 
fund raising efforts of the 
school and communicating 
with constituencies on and off 
the Dartmouth campus. The 
Dean is also responsible for 
the fiscal management of the 
school and shares with the 
faculty and Associate Deans 
the responsibility for 
academic strategy. The Dean’s 
leadership extends to the Tuck 
School’s collaboration with 
the International University of 
Japan and its recently estab- 
lished MBA program. The 
Dean must encourage the 
School's already strong links — 
with the business community, 
and must play a leadership - 
role in graduate business 
education. 


The Search Committee plans 
to begin reviewing candidates 
in early January of 1990, The 


Tuck School recognizes a special| 


responsibility to identify 
qualified candidates who are 
women or ethnic minorities. 


Please address inquiries and 
nominations to: 


Professor J. Peter Williamson 
Chair of the Search 
Committee 

202 Wentworth Hall 
Dartmouth College 
Hanover, NH 03755 





| airstrips, horse facilities, 





NAGOYA GAKUIN . 
UNIVERSITY, JAPAN 


LECTURER/ 
SENIOR 
LECTURER 


A new academic post available 


Faculty of Economics seeks a quai- 
ified economist (age 35-55) with 
active research interest and ability 
to teach Temenonat economics. 


PhD in economics. Proficiency in 
oan, and teaching careers are 
required. Contract period: 1991- 
1995 (renewable). . Sopi scale 
Y9,300,900-Y 12,000,009. .annually | 
depending on age ane experience 
Information enquiries may be | 
| made to Dr M. Kimura, Nagoya | 
Gakuin University, Kamishin- i 





] ano, Seto, Japan 480-12. 


Closing date: 10 March 1990. 


APPOINTMENTS 





PROFESSOR teaching at a state col- 
lege, with sabbatical leave during the 
1990/91 academic year, would like to 
teach in eastern European country at 
university level institution, in return for 
housing. Managerial finance, statistics, 
English. Dr N. Skov, 4135 Biscay, NW, 
Olympia, WA 98502, USA. 





INTERNATIONAL 





NEW YORK CITY 
PARK AVE 


Finest pre-war apartment. 7 rooms. 2700 sq ft 
| living room, marble wood burning fireplac 


formal dini 

each. Large Kitchen & servants’ quarters. Hi 
ceilings, excellent fight. Move-in: conditio 
m 1,600,000. 


aid | Douglas Eleman. Fax 
212091. 7239. by 


room. 3 master bedrooms, 2 















| ANTIGUA, WEST INDIES 
Well established beachfront apariment: development $ 
Offers for sale blocks of 2 or 4 two-bedroom | 


inn] Excellent. investment particularly for 
; - a with longterm interest in 


will provide ongoing 
eii Services. 
Hf not interested m purchasing, try us for a quiet, 
relaxing vacation. ———— 
Barrymore Beach Club, PO Box 244, 
inputs Lis 2069, — 809 kiss 4140. 


Ranch Real 


. | Estate Investments | 


d fem. immense ranching acreages to exclu- 

— F Sive ranchettes, Texas has the idea 
Tto accommodate your needs. From ranching 
 . | operations to corporate/personal retreats. 





ideal property 


Select ranch amenities including riverfronts, EB 
mountains, minerals, trophy game, . 
d much more. 


Contact: Kyle R. : 
Te (91) 584-8200. Fax: T : 













uns R 


mun D. or Ed.D. 


Fer the Active Professional 

w Your doctorate can make a differ- 
ence. Without interrupting your 
career, earn your doctorate in 
Administration/Management, Edu- 
cation, Health, or Human Services. | 

a Build upon your professional expe- | 
rience while working with nationally 
recognized faculty toward your 
doctorate. Accreditation: Candidacy 
Status granted by the North Central 
Association of Colleges and 
.. Schools. 

a Prerequisite: Masters or gis 





: 4800.23] 8434 801 Anchor Rode Drive 
| 51239829 Naples, F. 33940 En 








ona foreign 


| language? 


J| With Audio Forum’s intermediate 


and advanced materials, it's er. 
to maintain and sharpen your. i 
foreign language skills. 

Besides intermediate 


and advanced audio- SB 
cassette cowses * ~ most vna 


HE LANGUAGE SOURCE 
Suite N.33, 31 eren Church Street, 
London W8 4Li 





your 
experience is stili the Mila kon oss Or bance @ VU CAT DACH NO wee 
Deu teacher. SA eee eee ON ee re ONT: Serve Sor ee 


pedon cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


N Sepulveda Blvd 


er 2 471-0306 ^ Mi ^" X 182015. 





California f g ept 137—USA 
Fax: 213/471-6456 


a a 


a UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 


Eam a BACHELOR'S MASTER'S o DOCTORATE Degree by 















REQUEST FOR INFORMATION - 


The Triborough Bridge and Tunnel Authority, one of the $ wori 
largest toll collections agencies, is inviting expressions of interest fr 
both domestic and international firms offering comprehensive Auto-. 
mated Vehicle Identification (AVI) systems suitable for toll collection 
purposes. The system may consist of some or all of the following. : 
components: 


* AVI Tags | 
* AVI Reader System ` 


































* Vehicle Enforcement Sysiem ( VES) | 
* A Plaza-based Computer System to integrate di above components 
* Automated Billing System 


The Authority wishes to test operation of selėcted AVI systems at one 5 | 
or more of its seven bridges or two tunnels. 2 


If you are interested in being considered for participation in the test. i 
program, please submit the followingitems: — 

1. A detailed, written technical description of the technology which | 
your firm offers. ” 
2. A detailed list of the number and location of actual sites where: your 3 
firm's AVI technology is either currently installed or scheduled for , 

installation. EB 
3. A detailed description of both the computer hardware and software od 
environment in which vour firm's AVI technology operates, 

4. A manufactürer's price list. 3 

Based on the information received, the Authotity will select firms 
from which it will solicit formal proposals. 

The closing date for receipt of responses shall be January 31, 1990, 

4pm local time. All responses should be directed to: 


TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY 
Contracts Division, Room 104 
Robert Moses Building 

Randall's Island | 
New York, NY 10035 
Attention: Carlos Nicot, Contract Manager 


~ WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 


e^ town house off Sloane 






















e. All modern facilities. Full English 
fast inclusive of very modest rates. 


Auen EXCLUSIVE HOTEL 


T IMMIGRATION 


Obtain US Immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of America 








‘branch companies, etc. ALL MAT- |. : 
TERS HANDLED BY A LICENSED US | 
| oF money order to: baie dre Wales Mar ] 


Mentum, NY 14472. Call 116-624. | 
9056 for pric acla of 10 cameras or 
re. This special 


ATTORNEY/PhD ECONOMIST. 






mey-at-Law, PO Box 70302, Wash- 
angton, DC 20088 USA. Tel: (301) 
| 99-7269. Fax: (301) 983-3439. 















ci 


o Formation, Business —_ and. Acquietion 
- Financing, Taxation, Distributorships, and _ Commercial 


CZECHOSLOVAKIA 


independent consultancy established in 
Czechoslovakia and in the UK offers 


| professional services to companies in- 


tending to exploit East European 
markets, 


Toptei Ltd, Two Elms, Old Bath Road, 
Sonning on Thames RG4 OSZ. Tel: 
0734 693310. 


Take an inexpensive 35mm disposable 
camera on your next assignment, Take 
our new Kodak 35mm fFing—just 
3.202, fits in your pocket! 


or shipping, and we will send you a 
cameras within 48 hours. Send c 


offer good through 





WEBER NEVILLE & SHAVER | 


Two Greenwich Plaza—Suite 100 
€ lich, eiie 06830 USA 
: Fax: 203 622-1533 - 








. Buy.3 with 24 shots each fot pra $25 X $ 
pus $2.50 (£20 international airmail) 
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KNIGHTSBRIDGE 
GREEN HOTEL 


| A smali family owned hotel in Knights- 


CUMULUS 
CONSULTANTS 











US representation and consultation on airline, bridge which has been totally remodelled 
agri and ee’ ier Po om Ho and refumished to a high standard. E ue 
in matching aircraft to our cli s EE 
Limited brokerage, sales and leasing. VATS VATA se tun | 


ty 


We are an independent company, not associ- 
ated with any aircraft manufacturer or dealer. 
Phone or Fax (same number) for all your 
Aviation needs . . . 
"i mci" 
a N F o # 3 31 
Sumas) D te p—M———— aM RUPEE: 
Character/Personal appraisa : 
Correspondence Courses 
Forged/Anonymous writing 
GRAFEX 
Antwoordnummer 1927 
2501 WB, The Hague 
Holland 
Tel: 01751 77272 
Fax: 01751 40166 


Consultations, seminars and lecturers available 
world wide 


Please send details of GRAFEX services: 















‘DIPLOMAT 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 
Telex: 926679 DIPLM TG 















Fax: 235 1544 


in exclusive Belgravia within walking Area of interest 
distance of Harrods. Provides unsur- 

passed opportunity for super accom- E REO cosi Pede bidder 
modation and full English breaxfast at 
exceptional value. l PUES soe ded era teat eta 


Single bedroom from £49.95 + VAT E ciaidoatu ota bodas 


PAM ENE AEA THAR SERNA LEY AT Ee ERES TR ERAS T 


Double/Twin from £74.95 + VAT 
Ex A LINBAR EXCLUSIVE HOTEL ' 





Gee we ee MR e ae a a 




























US TAXATION 











US HOUSING . 
EXPORTS. : US Expatriates 
New homes, wall panels, components | Resident/Non Resident Aliens 
and appliances, Or d t your 1 Sonya Morrison Clark 
Cail or write for free brochure. North- | Certified Public Accountant 





















|. 325 Main St, Westport, CT 06880 
| Tel: (203) 222-9670 
Fax: (203) 454-7890. 


TRADE WITH POLAND? 


| em Counties, Rt.50 West, PO Box 97... 
T: VA MARE Teles shore (703) 





given with distribution 


AMUNOSEN LTD 
55 Exhibition Road 
Tat: 01-589 7409 
Fax: 01-584 3789 
Tix: 94018582 AMDS 


Sarah Hodge Recruitment Consultants 








Call (01)434-0030 











Le , 


WIDEN YOUR MARKET 


We can represent you in London and provide comprehensive administrative 
services + basic research. Associates in EEC, USA and Hong Kong 
provide similar services. We also incorporate and administer companies in 
most countries including offshore. 


5855 a 


SLB. Tele 





phone (1) 387 2838. Fax: (1) 388 4932. Telex: 29730 DX 3106. 


| London Based Company operates BONDED 
| WAREHOUSE in Central. Poland. Assistance 





| Need a Top Secretary? 


4 215 217 Oxford St London WIR 1AH | 






Contact: McHattons (Chartered Secretaries), 48 Grafton Way, London WIP 


OIN D" m. 


- MINETEC FINANCIAL 
| SERVICES S CORPORATION 


jp niens BC, Canada VOC 
Tel: 604 685 4335. Fax: 904 685 3953 
ia Telex: 04 54654 VER Code: MFS Corp 


OFFSHORE 
COMPANIES. 


| BRITISH VIRGIN 
| ISLANDS 


























FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN: 

SERVICES AVAILABLE - 

FOR AN EXPLANATORY | 

DISCUSSION AND BROCHURE CALL | 

COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 


COMPANIES HOUSE 
TOWER STREET 
RAMSEY 


ISLE OF MAN 
TEL: 1 800 2634444 (TOLL FREE IF 
PHONING FRO USA). 


TEL: 0800 269900 (TOLL FREE) 
0624 815544, TEL 628488. 



















































James R : : 





XA New Street 
“Toronto, Ontario 
- (446) 964-0789 


Economic & Financial Advisors 


900 Third Avenue = 
New York, N.Y. | 
(212) 832-0132 


‘OVERSEAS POSITIONS. Hundreg 





PROMPT. BUDGETS/CASH FLOWS 
FCA/FCMA service via fax 0623 
433874 (24hr tel 432420), : 





EXPATRIATES—FREE copy, uniqu: 
expat newsletter, write: Expatworle 
Box 1341, Raffles City, Singapos 
9117. 





2ND PASSPORT/DR LICENCES. Ar 
country, various reports on how fi 
obtain them. INI, 26 Kleomenous, Atk 
ens 10675, Greece. 





START an import/Export Agency. N 
capital or risk. Immediate access * 
profits in world trade. FREE bookie 

Westlink (C), 55 Constitution Stree: 
Edinburgh EH6 7AY, Scotland. 









top-paying positions. All S 
Free details. Overseas Employ 
Services, Dept EC; PO Box 460, Tov 


of Mt Royal, Quebec, Canada HÀ. 
| 3C7, 


| "T 





HE LONDON MN " 


uality serviced apartments offering best 
BJ value for money. Our apartments offer 






l x qua savings compared to hotels. 


ully serviced, private bathroom, kitchen, 


"u" TV, telephone. central heating, elevator, 
Tourist Board 


Ashburn. Garden Apartments 
3 Ashburn Gardens 
South Kensington, London SW7 406, UK 
Tel: 011-441 370 2663 
hb Fax: 011-441 370 6743 . 
NE NEN NN NEN NN D D 


-ymBurner & Sons Limited. 
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"ECONOMIC AND FINANCIAL INDICATORS 1 


COMMODITY PRICE INDEX 














OUTPUT, DEMAND AND JOBS America's industrial production climbed only 1.196 in the year to rm 

November. In the 12 months to October Japan's industrial output rose by 5.5%, Italy's by 7.6%, Cocoa prices slid to a 14- 
Britain's by 1.296 and Sweden's by 1.496. Britain's jobless rate edged down to 5.896 in November, year low of £626 a tonne 
compared with 7.5% a year ago. In the same month Belgium's rate fell to 10.2% (10.9% a year | following rumours that the Ivory Coast had 
ago), and Switzerland's remained at 0.5% (0.7%). Holland's was stable at 5.6% (6.1%) in | sold up to 50,000 tonnes of its 1989-90 crop 








October. France's GNP increased by 3.296 in the year to the third quarter. to a French trading house. At this price only 
low-cost producers such as Indonesia and 
% change at annual rate 

peers GNP/GDP retail sales [volume] unemployment % rate | Malaysia are making a profit. The Ivory 
aa qum Saat item à Dalas — jus i bees wera | 0089.9 Qovornment has halved thé price d 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago hile in Niger 
Australia. +54 +104 w +26 +54 9 +38 +6500 59 « 69 pays to farmers this season, while in Nigeria 
Belgum +23 451 m na na * 37 +06 m+ — 102 w° 109 prices have fallen by two-thirds in eight 
Canada -04 +03 s» +23 4230 —33 4 04 Se 78 - — $17 months. The International Cocoa Organisa- 
France +09 +12 s +24 +320 —44 + 11 Det 95 c 102 tion (icco) has agreed to extend its now- 
W.Germany +74 +33 oa —21 +33 o + 89 + 3.1 0a 7.9 Nov 84 defunct price-support pact by two years to 
Holland — 33 +29 se + 15 + 47 @ + 48 — 02 rei 5.6 oa 6.1 keep its buffer stocks off the market. icco 
+19.5 + 7.6 oc + 1.7 + 3.1 @ + 78 — 7.4 Dect 16.6 o«* 16.5 debts total nearly $126m, including $76m 
E pss i ^ d dem e | owed by the ivory Coast, The co is to apply 
* 82 +14 o na 0 26« +96 4 5$6 am 13 3 14 to the UN commodities fund for more cash. 











Sweden 
-— d +15.4 +56 qc + 20 + 29 0 +15.4 — 0.1 Agg 0.5 no’ 0.7 






















#79 +12 « +39 +200 3 08  —* 01 te 586 iw 715 "we Boi. M m EN 
Ns —01 +11 w +27 +290 +70 + 18 oa 54 nw — 54 month year 
Value index deflated by CPI.$ 11988 Dollar index 
All items 1233 1242 —23 -—216 
PRICES AND WAGES Eight countries released consumer-price figures for the year to November: | Food — 1113969 3m 972 13-29 —196 
America (4.7%), Canada (5.2%), West Germany (2.9%), France (3.6%), Britain (7.7%), Sweden | 'dustrials D" anc 22 DER 
(6.596), Spain (7.396) and Holland (1.296). In the same period America's wholesale prices rose by Time . 435 1457 -08 m9 
4.6%, Japan's by 3.8% and West Germany's by 3.1%. Japanese wages climbed by 3.7% in the | —Metas — 1:95 1619  — 27 320 
year to October; during the same period British earnings soared by 9.396. Seinghan — 
% change at annual rate All items 98.5 993  Á— 46 —118 
consumer prices* wholesale prices* wages/earningst Food 77.5 77.7 -—51 — 96 | 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year Industrials 4 
ZEE 085 8024 1:7. $80. — 88 — 69 r | ups -Im —43 en 3 
eas EF 28 +34. +63 w *57 — + 420° mH JURO 105  — 99 "C129 
Canada ny — 4 852 z 3129 1619 04 tap... 4 BD e .Meuis. — 1270 à$1)994 —49 —25 | 
France +27 23$ +26 +81 @ +39 + 4.0 se” ype El. wb cix 03 
W. Germany * 08 + 29 ww * 26 + 3.4 ^w + 16 + 3.8 od Kod. 7. 8. Tea "49 CORAM. 
Holland 4 35 + 1.2 Nov — 16 + 27 so + 14 +15 oa RE 
+ so + 64 nx + 36 + 65 oct + 14 + 6.4 Sep" Tor HAS "4 =~: A 
+2 + 29 oa + 0.1 + 3.8 Wow + 48 + 3.7 oa an ne | 
+ 89 + 7.3 Nov +34 + 41 oc + 27 + 5.3 sn a 056. 098. —26 + 28 = E = re ror: 
Sweden + 741 + 65 Nov + 28 + 5.6 oct +18.3 +11.0 » "EE EGER UR UEM A 0o - 
Gold 
nta Speroz — 41725 40925 - 33 — 0.1 
K Crude oil North Sea Brent 





$ per barrel 19.48 1943 +44 +295 


wage rates in manufacturing e Australia, week! and Switzertand, month! Sweden and U 
bey "t xcept y earnings; Japan, y earnings; Belgium, Canada, SA, hourly t Provisional ++ Non-food agriculturals 








| Œ RECORDED MUSIC The world's music- | 
| lovers bought records, tapes and compact Sales of sound recordings By value, 1988 $m M 
discs (cos) worth $20.3 billion in 1988. | | 
America spent most: $6.3 billion on some 
762m records, tapes and cos. Individually, 
Kylie-mad Britons splashed out more per 
head—around $35, compared with each 
American's $25. West German, Swedish, 
. Finnish, Swiss and Dutch consumers also 
spent more than Americans. Japan stumped 
up a total of $3 billion on sound recordings in 
| 1988, equivalent to $24 per person. cos are 
big in Japan, accounting for 3896 of record- 
ings sold, compared with 2096 in America. 
China, the world's biggest potential music 
market, bought $550m of sound recordings 
(all tapes: records and cos are rare in China, 


as they are in India) in 1987. That is less E EB EO EN E3 EN EJ G3 ya a jmuuumu BE a EXE 


than a dollar's-worth per person. Source: International Federation of the Phonographic indtatry — L—fpendingperpenon.$ eve De 







Top ten byvolume 1988 units, m 


United States 







West Germany 





wur apr Wemutm sy vu- T —————— eE ———— ÉÁÉÓC————— u— 3] c—— "EV 
Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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ECONOMIC AND FINANCIAL INDICATORS 2 


m CURRENCIES Between the Bretton | WORLD BOURSES Tokyo climbed 2.2% to reach another record high. Wall Street lost 1.1% after 
Woods conference in 1944 and the early | disappointing trade figures. Frankfurt fell by 1.1% and Paris, hit by a rise in interest rates, lost 
1970s, exchange rates changed only rarely. | 1.8%. Hongkong, this week's star, gained 5.0%. 
































Since 1973 rates have been allowed to float, | Stock price indices % Change on 
some more freely than others. Over the Dec 18 aes. T one one record 31/12/88 
whole of the past 40 years the yen has been high low week year high = ks 
! - i : 
the biggest riser, gaining 150% against the Australia 1629.2 1781.8 1412.9 +08 +122 —293 +95 * 05 
dollar. In 1949 one dollar was worth ¥360; Belgium 6399.3 6805.3 5519.3 —4]7 jee, — RB. th. MES 
today the rate is Y144. Hot on its heels is the | Canada 39585 40978 33505 — 08 +192  -— 38 +174 «207 
D-mark, with a rise of 13696. By contrast, | France 541.6 561.6 417.9 —-19 458 -—$5 $33 3929 
the higher inflation-rate currencies—the | w. 2024.4 2068.9 1595.7 -11 +247  -112 +225 +259 
French franc, the lira and the pound—have Holland 199.1 210.5 166.7 — 16 * 211 — 54 +20.1 +23.4 
all tumbled against the dollar over the 40 Hongkong 2900.2 3309.6 2093.6 + 5.0 + 11.0 —26.6 + 79 + 79 
worth $2.80, rather than struggling to keep Japan 38586.2 38586.2 30183.8 + 22 + 309 nil +27.9 +11.0 
at today's rate of $1.60? 1460.0 1468.6 1030.7 + 0.8 +49 — 30 +406 +429 
South Africa 2807.0 2838.0 1961.0 * 11 *478  — 11 +43.7 +41.2t 
Spain 302.5 328.9 268.6 — 05 + 86 — 80 410.2 +12.0 
Sweden 4140.2 4660.3 3333.9 +47 +229 —112 +20.2 +174 
S 745.7 829.1 613.1 — 32 4279 —101 423.5 +19.9 
UK 2358.5 2426.0 1782.8 + 03 +332  —35 +31.5 +16.6 
USA 2697.5 2791.4 2144.6 — 1.1 +242 —34 +24.4 +24,4 





10) DECENFNR PR i A Fy eS AE Ae eT O 
MONEY AND INTEREST RATES France, Belgium and Switzerland all raised their prime lending 
rates by half a point. In the year to November the increase in America's broad money supply was 
unchanged at 3.8%, while Japan's increased to 9.9% and Canada's quickened to 12.0%. 





Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad Overnight 3 months Prime Deposits Corporate its Bonds 

[M1] zi lending 3months long-term em 
Australia +40 +266 os — 17.80'' 17.93**  2050°* 17.60''  1287*'* 13.87°* 1738 14.13 
Belgium * 48 * 79 o0 975 10.15 12.75 10.13 9.65 9.66 10.19 9.76 
Canada * 23 +12.0 mo 12.63 12.39 13.50 12.35 9.53 10.28 1200 10.15 
France + 64 + 74 w 10.81 10.88 11.00 11.00 9.04 9.80 10.94 10.26 
W. Germany + 4.8 + 48 a 7.45 8.00 9.50 7.28 7.70 7.70 8.13 7.63 
Holland +72 +14.5 Sep 8.44 8.55 10.25 8.55 7.92 8.34 8.50 7.91 
Italy * 76 + 9259 1275 13.50 14.00 na 12.33 13.40 13.13 11.66 

— 14 + 99 New 6.25 5.78 4.88 2.04 5.54 6.18 6.56 5.81 

+135 +1399 o1  1501** 1562°°  1625** 7.75°*  1286°° 14.65°° 1550" 
Sweden na + 63 Sep 12.15 12.60 13.00 12.35 12.94 13.90 1238 12.67 
Switzerland — 5.1 + 6.0 Sep 8.25 8.50 9.00 7.75 5.65 6.21 8.56 6.77 
UK + 53 +17.2 06 15.19 15.13 16.00 15.13 10.04 12.07 15.13 11.45 
USA + 04 + 3.8 ww B.50 8.37 10.50 8.42 7.84 B.93 B.56 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day Interbank 15.1%, clearing banks' 7-day notice 4.0%. E 
rates (Libor): 3 mths 8.6%, 6 mths 8.4%. 


ni rap lcd ETES EO wv Botero] o sapo venne de mre cot estes ei ig tot procs book interest rates quoted available on request. 


Chase Manhattan, Banque de pereat ata yen Bank Nederland, Svenska Handels 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and ronnie pagir raik ty mint d 


TRADE, EXCHANGE RATES AND RESERVES America's visible-trade deficit widened to $10.2 billion in October, the biggest so far in 1989; its 12- 
month deficit widened to $112.5 billion. Canada ran a trade deficit in October for the first time in 13 years; its 12-month trade surplus fell to $4.6 


billion. Sweden's current-account deficit widened to $4.0 billion in the year to October. The dollar's trade-weighted value fell 0.6% during the week, 
leaving it 796 below its September peak, but still 496 up on a year ago. 






































trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £  perSDR per ecu Oct year ago 
Australia — 0.19 ox — 42 — 159 oct na na 1.28 1.17 2.05 1.67 1.50 13.3 13.4 
Belgium +038 m + 17 + 320 109.3 106.4 36.3 36.9 58.1 473 42.7 10.2 9.0 
Canada — 036 o + 46 — 149 o 105.2 100.3 1.16 1.20 1.86 1.51 1.36 15.7 15.4 
France — 144 hug = 70 — 48 «m 103.0 99.4 5.90 6.02 9.45 7.70 6.93 25.6** 28.4 
W. Germany + 535 o + 75.2 + 547 a 118.8 113.8 1.73 1.76 2.77 2.26 2.03 59.5 60.0 
Holland +079 me + 38 + 610 114.4 110.8 1.94 1.99 3.12 2.54 2.29 16.1 15.9 
; — 072 ca — 128 — 54 ot 99.5 97.9 1289 1298 2066 1682 1517 46.9 32.1 
+ 573 o + 847 + 64.0 oct 131.4 152.0 144 124 231 188 170 83.3 91.6 
— 1.50 oa — 267 — 103 oa 104.9 101.1 112 114 178 145 131 412 35.7 
Sweden * 014 04 + 38 — 40 da 94.3 95.1 6.27 6.11 10.1 8.22 7.37 11.4** 8.4 
Switzerland — 045 sp — 6.1 * 670 107.7 110.2 1.55 1.49 2.48 2.02 1.82 21.0 21.6 
UK — 292 oa — 404 — 33.5 oa 86.5 97.7 0.62 0.55 — 0.81 0.73 35.1 42.4 
USA —10.20 oc —112.5 —113.9 a: 67.9 65.1 — — 1.60 1.31 1.18 59.8 39.1 
Australia, France, Canada, Japan, UK and USA mports fob, exports fob. All others cif/fob. 1$ Bank of England index 1985 = 100 New series. tt Excluding gold. *"September. 11988 
7 "E. Re geo Pi tin ong "hosti nh eant pasa pnr ceo hot hig E EE e aawa a Ltd. 
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IMAGING 
It's instant access 
to original Ming 
and Ching Dynasty 
masterpieces. 


When you need to refer to priceless 





historical manuscripts every day, ‘nor 
mal wear and tear is something you 
can t afford 

In R.O.C. Taiwan, the Fu Ssu-Nien 
Library at the Institute of History and 
Philologv Academia Sinica has found 
the answer Wang Integrated Image 
Systems (WIIS) 

Their WIIS allows scholars direct 
access to over 120,000 original Ming 
and Ching Dynasty documents. The 
irreplaceable manuscripts are completely 
safeguarded against harmful handling, 
environmental factors and possible 
accident. So they re preserved for future 
generations to share 

Wang Integrated Image Systems are 
the answer to all vour document storage 
and retrieval needs. To find out how 
WIIS can enhance the accessibility and 
security of your companys most 
valuable files, contact your local Wang 
office today 


WANG 





LEADERSHIP IN IMAGING 



















ragazine and you never heard of Sunkyong, EX 
ess with 20,000 employees in 36 cc con ri ! a 
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Tha pro ably ease you > - Sunkyong is one of the leading — create new products, markets and. 
doni t see our name on cars or T Vs. M groups in Korea, built on jobs all over the world. HUM. 
Although we are a world-class pro- — advanced technology, dedicated to — Please direct all i inquiries 7 — GeV 

. . ducer of everything from petroleum — “the celebrated Korean work ethic and Sunkyong Group, Department 2; 
~ andchemicalsto fiber, filmand video . guided by the best modern manage- — Box 1544, New York, NY. TOG 

tape. And we are in the to top 100 on ment techniques. Fax: 201-933- 3976. — | 
| the Fortune International 50 500 list G We seek partnerships with pr UNS 
B 7 growing companies, helping to 


















= | fag ae Seoul, Korea, LN 
Offices Located Ai ound the World, Including: New York * Los Angeles * London e Frankfurt * Hong: Kong * Tokyo 
S77Billion In Sale cs ingrid Energy Chemicals. Trading Sy nthetic Fibers, Polyester Film, Magier apes And Discs. 
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LEADERS 


Time to tether currencies .................... 
The Gorbachev revolution rolls on ......... 
A man, a plan, a canal, Panama ............. 
America's property pains .................... 
Arms control: Ships in bottles .............. 


WORLD POLITICS AND CURRENT AFFAIRS 


ASIA 
. 23 China resists the East European tide 
24 Hurd's choice in Hongkong 
24 Japan's pre-election budget 
25 South Korea buries its political past 
2.25 Dry-season skirmishing in Cambodia 
16 The miserable lot of Cambodia's refugees 









AMERICAN SURVEY 
27 America welcomes Noriega 
28 General Maxwell Thurman 
28 James Baker and China 
28 Redrawing congressional districts 
29 Depopulated Detroit 
30 Houston prepares to host a summit 
- 3| Staten Island considers secession 
- 31 San Francisco's new homeless 

31 Government waste 

32 Firing guns into the air in LA 


INTERNATIONAL 
33 Panama after Noriega 
- 34 A Christmas collapse in Argentina 
34 Israel patches up its cabinet 
37 Jordan's assertive parliament 
| 37 Bungling an oil-spill 
EE 38 South Africa waits for Mandela 
! 40 Why slavery survives 


EUROPE 
41 Post-Ceausescu Romania 
42 Post-revolution enigmas 
43 Soviet disunion 
44 President Vaclav Havel 
44 Germany's election year 
45 Eastern Europe's election year 
48 The EC and Eastern Europe 
48 Foie gras and perestroika 


BRITAIN 
53 This week 
55 Where a recession will hurt most 
56 The phoney flap over rates 
56 An lrish-American investment in Ulster 
57 Business schools for Oxbridge 
57 Public records from the public 
58 Privatising Sandhurst 
59 Bagehot: Norman Tebbit; Norman Fowler 
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BUSINESS, FINANCE AND SCIENCE 


CURRENCY REFORM 
17 A brief history of funny money 


60 BUSINESS THIS WEEK 


BUSINESS 
61 The growing shortage of workers 
62 American companies' benefits burden 
63 Economics focus: Energy conservation 
64 Alan Bond in court 
67 Japan's airport fiasco 
68 Russia's foreign-investment muddle 


COMMODITIES BRIEF 
70 The Economist index reviewed 


FINANCE 
73 Wall Streets international cop 
74 More share-dealing scandals in Japan 
75 Market focus: The year of the bond 
16 Foreign brokers prosper in Japan 
11 Too many heads in financial headhunting 
77 Hungary for private banking? 
78 Charity begins at Ford, Eton, Harvard, etc 


SCIENCE AND TECHNOLOGY 
19 The disadvantage of extinction 
80 Foiling faked money 
81 Exploiting immortal cell cultures 


ECONOMIC AND FINANCIAL INDICATORS 


97 Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer loser look 
at growth in industrial countries and world 
stockmarkets 


BOOKS AND ARTS 
83 Film-makers on themselves 
84 How Kristallnacht happened 
84 Corporate logos 
85 Keynes in love 
85 Theatre's unglittering future 
86 What Beckett left 
87 No seks please, we're Russian 


87 Kent Opera goes under 


LETTERS 


4 On Israel and the Palestinians, subsiciarity 
ericans a 
pia's famine, American health care, program 
orth Korea's elections, the decline of 
Britain's engineers 
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Time to tether 


Floating exchange rates have 
been a mistake, page 9, and | 
history shows that linking money | - 
to commodities is a better bet, — — 
pages 17-22. 

































Flush gaijins 

Foreign brokers prosper in 
Tokyo, page 76. Japanese 
brokers hit by more scandals, 


- 
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Property boit ! 
Want a new financial problem to 
worry about! Try American 
property, page 12. 


Gorbachev's 1990 


After Romania, reunification ine || - 
Germany, economy-buildingin f 
Poland, holding things together | 
in the Soviet Union and n 
democracy-building everywhere | 
in the ex-communist world, page _ 
10. What's next in Romania, — 
and the mysteries that are left — 
behind, page 41. Lithuania 
stretches the Soviet fabric, page 
43. Eastern Europe's election — 
timetable, page 45. West 
Germany also votes, page 44. 











Short-staffed 
The labour shortage facing 
companies worldwide, page 61. _ F 
Financial headhunters in search - | 


of excellence, page 77. 
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dnd bows hü- 
iation inflicted on Palestin- 
s. The totalitarian nature of 
regime is one in which the 
horities can do anything to 
e inferior group’. In the 


ch cil the israel regime 
the E territories. 80 


ds killed by ds was mi- 
cue tens when. com- 


as the Israeli regime does 
/ to Palestinians in the 
rritories. . 
Yusai ISRAEL SHAHAK 


iR-—You say “The intifada... 
have inflicted a far deeper 
und on Israel if it makes the 
est turn its back on the Jewish 
ate." I do not think Israel will 
2 ‘impressed by this threat. 
jen the crunch comes, as it 


ll, the West (and the rest of the 


no matter what policy it 


LR 
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id) will still turn its back on- 
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adopts now, as the events of 


1948, 1967 and 1973 (not to 


speak of traumatic memories of 


an even earlier date) teach. 
Despite what you say, the PLO 
has not recognised Israel and re- 
nounced terror. As long as the 
PLO does not scrap its charter it is 


-the duty of a responsible govern- 


ment to consider that it repre- 
sents that organisation’s real 
aims. Neither Israelis, nor many 
Jews elsewhere who look upon 
Israel as their first spiritual and 
second cultural home, will be 
fooled by drawing-room nos- 
trums when faced with the pos- 
sibility of national annihilation. 


London M.]. COHEN 


Sin — You list five reasons "in de- 


 scending order of importance" 


why progress towards resolution 


of the Palestinian problem is so 
slow (October 28th), but omit 
. the most important, namely, the 


political rivalries between Pal- 
estinians in Gaza and the West 


Bank. Here Mr Yasser Arafat's 
Fatah is challenged not merely 


by the leftist PLO factions, but by 
the growing influence of the 


Muslim fundamentalist move- 
ments (Hamas, Islamic Jihad and 
even a budding Hezbollah). 


In the recent Jordanian elec- 
tions, Muslim fundamentalists 
gained nearly half the seats in 
parliament, winning especially 
high support in areas populated 
by Palestinians; and various left- 
ists made a good showing. In 


elections in the West Bank and 


Gaza, the fundamentalists could 
well win an absolute majority, 
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are not even enean in "us 
PLO. No wonder Mr Arafat is 
evading the proposal to hold 
elections there. The likely win- 
ner would be Sheikh Ahmed 
Yasin of Caza, the mentor of Ha- 
mas and the Muslim Brother- 
hood, a man whose name is vir- 
tually unknown to the western 
press. 

Consequently, Mr Arafat 
seeks either to involve Palestin- 
ian exiles, over whom he retaíns 
some influence, in any elections, 
or to be awarded the territories 
in an "international peace con- 
ference" before elections. Then 
the internecine struggles be- 
tween Palestinians in the territo- 
ries, which have already led to 
about 100 deaths, would break 
out in earnest. 

Perhaps this explains the cur- 
rent caution of the State Depart- 





ment, whose local represen- 
tatives are reported to have 
recently made contact with 
Hamas. 

Jerusalem M. Lowe 
nid sebagai AIMER ease EI NON a 
Subsidiarity 


Sirn—The term “subsidiarity” fa- 
voured by Mr Jacques Delors 
(December 9th) may be novel 
but the doctrine is not. 


At Florence in October 1977 


the then president of the Euro- 
pean Commission, Mr Roy Jen- 


kins, said: "We must only give to 


the Community functions which 


will, beyond reasonable doubt, 


deliver significantly better re- 
sults because they are performed 
at a Community level. We must 
fashion a Community which 
gives to each member state the 
benefits of results which they 
cannot achieve alone. We must 
equally leave to them functions 
which they can do equally well or 
better on their own. 


A few weeks earlier the com- 


mission had decided to apply 
four tests to each proposal they 
submitted to the Council of 
Ministers. One of these was: is 
action at Community level bet- 
ter than actíon at national level? 
Limpley Stoke, 
Avon DONALD MAITLAND 
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Adding insult to Injuns 


SIR— Your story on the use of In- 
dians as college symbols 






(No- 
vember 25th) was a muddle- 


26: 











You claim that “what is un- 
thinkable for other ethnic 
groups is routine for Native 
Americans." Hogwash. Appar- 
ently you are unaware of the 
Minnesota Vikings (complete 
with a costumed Viking charac- 
ter at home games), dozens of 
schools calling themselves High- 
landers or, most famous of all, 
the Fighting lrish of Notre 
Dame. | 
Grosse Pointe Woods, 

Michigan Jonn DeLora 


SiR—You seriously misunder- 
stand the male American. ego 
when you say that ' Stereotyping 
of Native Americans is a last bay 
tion of open racial prejudice i 
America," 

Two to four generations ago, 
athletic teams were given names | 
that reflected. courage, strength 
and virility. Thus Giants and 
Cowboys and Vikings and 49ers 
and Buccaneers, not to mention 
Rams and Bears and Falcons and 
Broncos. Nothing  pejorative 
about those names, is there? 

If you are interested in slurs, 
consider the names given to the 
teams at the Universities of Cali- 
fornia at Irvine and Santa Cruz 
in the derisive 1960s: "Anteat- 
ers" and "Banana Slugs". The 
slurs were intended not for those 
pacific creatures but for the 
macho athlete. 


Sacramento ROBERT PASCHALL 





SiR— You will be pleased to lea 
that the Pekin Illinois Hig 
School has not called itself the 
Chinks for several years. They 
are now the Dragons. 








Springfield, | 
Illinois DANIEL MILLIGAN 
Inflationary Brits 


Sin—Your depressing conclu- 
sion about -businessmen’s atti- 
tude to the Ems (December 9th) 
is that the British still expect to 
be baled out by government. 


There seems to be no recogni- 


tion that, in a competitive world, 


a stable, let alone a strong, ex- 
change rate has to be earned. 


-The fact that 88% of those 
surveyed believe Britain should 
join the exchange-rate mecha- 


.nism (ERM), while 80% said the © 


t week in January) by The Economist. Newspaper Lid., 25 St. James's Street, London SWIA 1HG E 
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International Institute of 
(fr DA Tropical Agriculture 
a Ibadan, Nigeria 


DIREC OR 












IITA invites nominations and d applications for the ee of 
| Director General. . 3 
. HTA is an in 





nal algricultüral ud institute in a 
n of 13 centres co-sponsored by the 
and Agriculture Organisation (FAO) and 
ions Development Program. The Institute has sub- 
^ stations and outreach programs in many countries of sub- 
Saharan Africa. IITA scientists from 45 nations work in 
partnership with national agricultural research agencies to 
| raise the productivity and income of small-scale African 
|. farmers, and thereby to increase food production in Africa. 
! - The Director General is the chief executive officer, headquar- 
| tered in Ibadan, Nigeria, responsible to an independent Board 
.. of Trustees which includes distinguished. scientists and lead- 
. ers from around the world. The Institute has an annual budget. 
|... of $33 million and it employs approximately 200 internationally 
I recruited and over 1,200 locally recruited staff. 
ze Candidates should have: 
| @ Vision and leadership qualities. 
| @ Successful record of management of science at a high level. . 
': Extensive international experience, including knowledge of | 
. . agricultural research. | 
o Ability to communicate and inspire the loyalty of scientists 
. . andadministrators of different nationalities and discliplines. 
a ríe Ability to command respect at high levels of government, 
donors, international cooperation agencies, and scientific 











1 - This position boiler n an oportunis for an oani si 
|> leader to contribute to the resolution of one of the most 
] serious problems of international agricultural development : 
| today. | . 
I ‘Remuneration i is conipetitive. and includes housing, personal 
car, assisted education, health insurance and annual home 
leave travel. The Institute is situated on an attractive 1,000 
ectare campus outside Ibadan and! ade excellent recreational 
lities, medical clinic, and school. n 
























5 Applicants for the position of Director General are 
| invited to send their curriculum vitae, date of avail- 
ability and names and addresses of three referees to 
Trustee £ earch Committee for the Director General of 
IITA, c/o L. W. Lambourn & Co Ltd, Carolyn House, 


{ 26 Dingwall Road, ss CR9 3EE, England. 
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THE CONTINUED GROWTH AND SUCCESS OF EUROPE'S 
LIVELIEST BUSINESS SCHOOL HAS LED TO THE CREATION OF A- 
NUMBER OF NEW SENIOR ADMINISTRATIVE POSTS. EACH WILL 
BE EXPECTED TO PLAY A LEADING ROLE IN SHAPING AND  - 

IMPLEMENTING THE AMBITIOUS DEVELOPMENT STRATEGIES 
|. OFTHE SCHOOL. - : 


SCHOOL SECRETARY - 


THE SCHOOL SECRETARY IS THE SENIOR ADMINISTRATIVE - 
OFFICER OF THE SCHOOL. THE APPOINTEE WILL BE — — 
RESPONSIBLE TO THE DIRECTOR FOR ACADEMIC PLANNING, 
LINKS WITH PUBLIC BODIES (NOTABLY THE UFC) AS WELL AS 
ADMINISTRATIVE SERVICES. THE APPOINTEE WILL BE | 
RESPONSIBLE FOR A SMALL BUT HIGHLY PROFESSIONAL TEAM. 
CANDIDATES WILL BE EXPECTED TO HAVE.A STRONG TRACK | 
RECORD IN ACADEMIC ADMINISTRATION. EXPERIENCE OF | 
DEVOLVED, POSTGRADUATE AND POST-EXPERIENCE |. - 
PROGRAMMES WILL 3E A MARR ADVANTAGE. (REF 290. AJ89) ; 



















THE BURSAR AND DEVELOPMENT MANAG 3ER IS RESPONSIBLE - : 
TO THE DIRECTOR TOR THE FINANCIAL OPERATIONS AND  - 
COMMERCIAL SERVICES OF THE BUSINESS SCHOOL. THE 
CONTINUED GROWTH AND PROSPERITY OF THE SCHOOL IS. + 
DEPENDENT OF TIGHTLY MANAGED FINANCIAL SERVICES AND. 
STRONG COMMERCIAL GROWTH STRATEGIES. THE APPOINTEE 
WILL BE RESPONSIBLE TO THE DIRECTOR FOR ALL FINANCIAL. 
SERVICES IN THE SCHOOL, FOR CONFERENCE AND (iHi 
COMMERCIAL ACTIVITIES AND FOR ASPECTS OF BUILDING 
MAINTENANCE. CANDIDATES WILL BE EXPECTED TO HAVE A | 
TRACK RECORD OF STRONG FINANCIAL MANAGEMENT AN 
THE DEVELOPMENT OF A RANGE OF COMMERCIAL 0. 
OPERATIONS. EVIDENCE OF ENTERPRISE AND SKILLS IN. HUM. i 
RESOURCE MANAGEMENT IS ESPEC IALLY IMPORTANT 
(REF 290 B/89) - 
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IN EACH CASE THE SALARY WILL BE WITHIN THE GRADE 6 
RANGE FOR ADMINISTRATIVE STAFF (MINIMUM £24,783 PER 
'UABLE. PARTICULARS AND APPLICATIO! 





FORMS FROM THE REGISTRAR, THE UNIVERSITY, MANCHES: 
75 2028). PLEASE QUOTE THE APPROPRIATE 
REFERENCE AS ABOVE. 


CLOSING DATE FOR APPLICATIONS IS 
MONDAY JANUARY 29TH 1990. 


e 
MANCHESTER BUSINESS SCHOOI 


UNIVERSITY OF MANCHESTER 
THE UNIVERSITY IS AN EQUAL OPPORTUN ITIES EMPLOYER 
















































-country would not benefit from 


“that we have yet to build an anti- 
inflationary culture in Britain. It 
-is not merely government policy, 
nor government action, which 
gets inflation down. It is the exis- 
ence of widely held economic 
. values. West German inflation is 
‘so low not just because of the 
^benificent influence of the 
Bundesbank, but also in large 
art because of the pervasive 
ear of a repeat of hyperinflation. 
Unless business is prepared to 
lay its part by not giving in to 
nflationary wage demands and, 
etter still, workers think twice 
efore making them, the ERM 
could not deliver the stability so 
dear to the British business- 
man’s heart. The ERM is not a 
anacea; it is a discipline, and 
ne to which we all have to sub- 
‘ribe for it to work. Until we 
ognise that, we will not be 
ry welcome members of the 
RM, and we would be deluding 
urselves about its powers. 

ondon ^. MARK CALL 


; | unger as a weapon 


< Sig—We reject some allegations 
in your article on Ethiopia (De- 
-cember 2nd). 
The fact is that the so-called 
"Tigre Woyanes” are making it 
difficult for the Ethiopian gov- 
ernment to distribute food and 
. relief supplies to the people who 
need it, by waging a war to dis- 
member the country. They are 
intentionally spreading hunger 
nd famine under the motto that 
e time is for war and not for 
roduction. The consequence is 
ot limited to the people of Ti- 
. The inhabitants of the 
eighbouring regions, though 
reviously able to support them- 
lves with their own food re- 
rves, have been robbed and 
laged and are equally being 
posed to hunger. | 
As for the number of people 
the north who could be af- 
ed by the drought, the figure 
en by the Ethiopian Relief 





a; The commission has re 
tly appealed to the interna- 
onal community for assistance 
77,400 tonnes of food to feed 
ie affected population in 1990. 
iven a favourable response, the 
ymmission’s long experience 
nd  disaster-management ca- 


* 





structure in the region will 


- enabl 


‘lower inflation as a result, shows - 


Rehabilitation Commission. 
.85m, most of them in Eri 


bility as well as the adequate - 


nable it to manage efficiently 
the entire relief operation. 

TEFERRA HaiLE-SELAssiE 

| Ambassador 

London Ethiopian Embassy 


ce 





American health care 


SiR—American physicians do 
not on average earn $200,000 a 
year (November 25th). Some 
specialists such as orthopaedic 
surgeons may, but the average 
American doctor earns about 


$100,000. Primary-care physi- 


cians make far less. The wide dis- 
crepancy between the income of 
the specialist and the. primary- 
care doctor goes far in explain- 
ing the nationwide excess of the 
former and the relative shortage 
of the latter. 

| have seen medical care in 
Britain, and can attest to a basic 
but seldom-mentioned reason 
for the comparatively high cost 
of American medical care. In 


_ Britain health care is rationed. 


For example, for patients above 
a certain age the national health 
service will not pay for dialysis; 
below a certain birth weight, se- 
verely premature infants get only 
basic, and hence less expensive, 
resuscitative efforts. 

These are instances of the 
many situations where the prog- 
nosis is poor, even with the use 
of the most expensive technol- 
Ogy: to use that technology, as is 
routinely. done in the United 
States, costs enormous amounts 
and yields relatively little. 

San Antonio, 
Texas BENJAMIN WALKER 
Jodie 
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Program trading 


SiR— There are few publications 
that I respect as I do yours. But 
your issue of November lith 
makes some unfortunate com- 
ments. Your leader and story on 
program trading and volatility 
contain factual inconsistencies 
which lead to illogical conclu- 


sions. You note that the special- 


ist system is not capable of $15 
billion-20 billion days. Do you 


know what the average daily vol- 


ume usually is? Are you aware of 


“the number of instances of $20 


billion days we have experienced 
in the past 50 years? One. On 
that day $20.659 billion was 


traded and nothing — specialists, 


jobbers, computers, or any other 
system of trading—was able to 
stem the tide, All the world mar- 


.. kets regardless of trading meth- 


ods went down 20% or more. - 
You are even more egregious in 
stating that in 1974 there were 
15 occasions of 396 declines in 
the s&psoo. In fact there were 
only two: on August 8th that in- 
dex declined 3.0796 and on No- 
vember 18th, 3.67%. . 
Lastly, you offer no alterna- 


tives. The New York Stock Ex- 


change system may not be per- 


fect. But it is one in which the 
individual investor has every 
opportunity to participate with 
all transactions evident to all in- 
vestors on the tape. Alternatives 
such as screen trading would 
truly hurt the individual. The 
current system may have its 
shortcomings but as an experi- 
enced trader and market analyst 
I would suggest that the system, 
shortcomings and all, is some- 
what like Churchill’s democ- 
racy—the worst possible form, 
save for the alternatives. 

New York Laszto Birinyt 





North Korea's elections 


Sir—Your report on North Ko- 
rea's local elections (December 
2nd) is incorrect. Only 99.73% 
of those eligible voted, not 
10096. That is because, as the 
Korean News Agency put it, 
those "on a mission abroad or 
on the ocean” were unable to ex- 
ercise their democratic choice. 
However, all 10096 of the 
99.73% did indeed vote for the 
single approved list of 
candidates. 

One might also query your 
headline, “Stalin lives”, Stalin- 
never claimed 100% support; 
nor even did Hoxha of Albania. 
In this, as in much else, the acco- 
lade for pushing communism's 
foibles to the point of self-par- 
ody and beyond belongs 
uniquely to Kim Il Sung. 

Leeds AIDAN FOSTER-CARTER 


—— Al 





Oh, Brunel 


SIR— Why is it that British engi- 
neers have so little say in major 
planning and are brought in 
only at the tail end of some poli- 
tician's palliative project (De- 
cember 2nd)? Britain has just 
about worn out 
achievements of its Victorian. 


engineers (Brunel, Rennie, Ste- | 


phenson, Bazalgette, Telford). 
Since the second world war, 
there have been no truly far- 
sighted measures or projects. 
The Channel crossing was the 


| a comprehensive six year series of 


the great ^ 


o eee 
ast missed opportunity, with a 
nineteenth-century solution ap- 
plied to it and the hint of a prop- 
erty scam about it. 

It is all too obvious that the 
only successors to Brunel are (a) 
the Japanese contractors which 
in many cases are the executive 
arms of large development 


banks; and (b) the American 


contractors which can call on ex- 


 tensive credit if their own re- 


sources cannot provide enough 
money. 

An example of how evident 
this is comes from the Isle of 
Sheppey, where another missed 
opportunity is looming. Here is a 
piece of "hot property" (the 
whole island) with a magnificent 
port that is far less exposed than. 
Dover, Folkestone or Ramsgate 
and yet whose development is rg. 
stricted by the fact that it 
served by just one single car- 
riageway road which passes over 
a lifting bridge. A tunnel under 
the Swale and a dual-carriageway 
link to the A2 with a rail link to 
the Channel tunnel and perhaps 
also to the north will turn the 
Isle of Sheppey into a major 
development area: this was the 
dream of a Brunel figure of sorts, 
the owner of the ill-fated Tudor 
Grange group. Now, since the 
enforced bankruptcy of Tudor 
Grange, the project is up for 
grabs. The Japanese are very 
interested. 

Brunel might have been sell- 
ing fish and chips had he been 
around today: not even he 
would have locked horns with fi- 
nancial institutions. It was the 
cities and the businessmen of 
those places he promoted whig 
financed him and feted hin 
was the bankers who broke him. 
London Tim RYAN 
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WORLD OUTLOOK 1990 
The 1990 edition of the 
EIU's global forecasting 
publication is now out! 


World Outlook brings together, in one 

volume, detailed forecasts of the 

politica! and economic trends in over 

165 countries. The countries are 

grouped regionally but covered 

| separately for easy reference. Fully 
tabulated throughout, each country has 






























macroeconomic indicators. Numerical 

GDP forecasts are given for all OECD 

< economies and selected others. 

Price including postage: UK & Europe £150: 
North America US$285; Rest of World £155. 


The Economist Intelligence Unit 


Marketing Dept (EDXL) 215 Park Avenue South 
40 Duke Street New York, NY 10003. —— 
London WIA IDW, UK USA 

Tek 01.493 6711 Tei: (212) 460 0500 


A division ot Business International E 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT (AID) 
Regional Office for Central Ameritan Programs (ROCAP) 
SEEKS THE FOLLOWING ENVIRONMENTAL ADVISORS: 


1. Envire 1tal Project Manager 
2. Plant Protection (IPM) Advisor 
3. Regional NGO Program A 


For positions with the Regional Environmenta | 
Management. PENAN roject. RENARM, funded with $40 million. 
from. AID, will work with local public and. privat institutions to 
generate and apply the technolog ntia j edu 
natural resources and protection of bio 
The participating countries are presently 
] El Salvador and a Rica 
. All positions will invo 
countries and require 
All contracts will. be ; 
extension. 










fisor 
























T ve years oF relevant project mana 
a Date 5 inpet! 1990. : | ig 


Scion activities idi Pork 
quired. Qualifications: Advanced c 
related xr abra hg: field; at least. 
ence, pre erably i in Latin America. Clo 

















(NGOs), both 
bends: man- 





AID activities VONIR Non-Governm 
local and international, eg, environ 
agement, strategic environmental. plannin 
systems, and institutional streng! 
ree uired. Minimum qualificati 

east five years experience workin 
America; communication, diplomatic 
31 seu 1990. 


Applican ts: Specify postion bei led for and submit CV and SF- 
to Regional ontract Office’ ROICAPIG iatemala, APO Miami FL 
34024 USA, prior to closing date. PN | 












X skills. Closing Date: ^. 















Agricultural Develop- 
stione), Rome A, 


ncn rif Fund rA 


" Duties | inciude: 
= identification and preparation of pr ojects; 


X — participation in project appraisal and. sicca with cooperating 
-institutions and/or co-financier; x“ 

— preparation of loan documents/negotiations; 

— project monitoring, follow-up and review of supervision reports. 


. |. Candidates shoul an Advanced University degree or equivalent in 
ep ics, E evelopment, Public Administration, Agricultural 
| -Economics or Agricultura cience, with 7 to 10 years experience in project 
"formulation and implementation. Field experience in planning and manage- 
ment of agricultura projects n developing countries and/or Aad work 
. experience with international financial institutions desirable, dei E n the 
. | Near East & North Africa region. Full command of English with ability to draft 
|. in that language; knowledge of Arabic. or French an asset. Ability to travel 

| extensively, also to tropical countries. `- 


z posi on experience and ualification niet base salary per annum will 
range from US$30,279 to US$41,308. Cost of living allowance subject to 


hx a e according to United Nations Common System will range per annum 
| from US$16,032 to US$17,267. 


ee | Initial contract is for two years. Deadline for applications 30 January 1990. 
- f- Send applications to: 


- Personnel Division 


IFAD 
Via del Serafico, 107 
wn 42 ROME 
, Italy 


om shortlisted candidates wil receive an acknowledgement. 





j Natural Resource 


| — 16 Hanover rw e ; 


KEEP YOUR TOP. 





Both th se challenges are vital to your business. — 
GHN can help you meet them by creating a personal — 
development progra mme tailored to suit each individual — 
executive. E 
Each programme is one-to-one, confidential and — 
highly cost-effective. Why not consider it for your top 
people now? Call 01-493 3239 to arrange 





cán exploratory discussion. i 


THE 

__ PERSONAL 
DEVELOPMENT 
CONSULTANTS 





~ London WIR 9AJ. 


01-493 5239 


“THAILAND - 


important Franco-Thai joint venture in n South 
Thailand specialising in processing natural 
rubber, approximately 40,000 tonnes pi 
annum, seeks a General Manager with exper 
ence in the rubber industry covering technica 


. financial, and administrative areas. 


He will be responsible to the Company Pres 
dent for the general management of the op 

ation which comprises two processi 
factories. : 


Applications, including full curriculum — vita 
and recent photo, should be made in Englis 


PO Box 3682 
The Economist Newspaper Ltd 
25 St James's Street 
London SW1A 1HG 





















INVESTING IN ASIA? 





hailand's skills and independence have created a multifac- 
tored economy embracing the most sophisticated technology, 
in an atmosphere of freedom and stability. Boosted by a government 
which recognises that free enterprise and foreign expertise are neces- 
sary for a healthy society, the economic revolution has reached all 
parts of the country. 

The highest standards are maintained in technical industries, 
from gem-cutting and jewelry designing to the state-of-the-art. pet- 
rochemical complex on the Eastern Seaboard. 

As Asia's only net food exporter, high-tech agro-industries are 
literally reaching the grass roots. For instance, tiger prawn production 
has brought over 13 billion Baht into the Kingdom, while the Thai 
poultry industry exports 100,000 tons to Japan, West Germany and 
the Middle East. 

Great opportunities exist today in industry, as well as meat-pro- 
cessing, agriculture, re-forestation and paper pulp, canning and food 
processing. 


8 


THE GOLDEN KEY 


TO INVESTME 


IN THAILAND 
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THE PLACE IS THAILAND THE TIME IS NOW THE REASONS ARE RIGHT HERE 


The Board of Investment has played a major role for more than 
a quarter of a century in facilitating economic opportunities. Promo- 
tional privileges, incentives and tax concessions are only part of the 
job. The BOI can show you how investment can be safe and profitable 
for the international business community. 

The time is right. Thailand is right for the job. All that we need 
is vour interest. 

For information, please contact: OFFICE OF THE BOARD OF 
INVESTMENT, 555 Vipavadee Rangsit Road, Bangkok 10900, Thailand. 
Tel: (662) 270-1400, Fax: (662) 271-0777 
New York Tel: (212) 466-1745/6 Fax: (212) 466-9548 
Frankfurt Tel: (069) 281-091/2 Fax: (069) 292-460 
Tokyo Tel: (03) 582-1806, 582-0976 Fax: (03) 589-5176 
Sydney Tel: (02) 247-8905, 247-8906 Fax: (02) 251-6905 


Office of the 
Board of Investment 
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Time to tether currencies 


T WAS Eastern Europe that dominated 
the politics of the 1980s; in macroeconom- 
ics the decade will be remembered, above all, 
for what it taught the world about exchange 
rates and monetary policy. During the 1990s 
these apparently separate issues will start to 
mingle. As Eastern Europe begins the tough- 
est economic reconstruction ever attempted, 
estern Europe will move towards economic 
d monetary union. The debate about that 
union will increasingly be driven by the wish 
to bring countries in flight from communism 
into a new economic partnership. Equally, the task for the 
reformers in Poland, Hungary and the rest of Eastern Europe 
will be to open their closed economies to the hazards of inter- 
dependence with the West. In this, their own conduct of 
monetary and exchange-rate policies will be crucial. 

The ramifications, it need hardly be said, reach far be- 
yond greater Europe. America and Japan will try to shape 
developments in both halves of the continent, but will mainly 
be obliged to sit and watch. This will be especially uncomfort- 
able for America, which is at a point in its history where it 
regards the emergence of thriving new economies as a threat 
to its own fading supremacy. Japan, not yet at that stage, will 
see instead the chance (Europe's governments permitting) to 
sell a lot more goods to millions of increasingly prosperous 
consumers. Its eagerness to grasp the opportunity will be a 
source of friction in its own right. 

* If the revitalisation of Europe really happens, the perils of 

ccelerating interdependence will therefore be keenly felt al- 
most everywhere. The big questions of international eco- 
nomic relations—policy co-ordination, trade agreements and 
exchange-rate management—will seem even more pressing in 
this new decade than they did in the 1980s. What, then, are 
the lessons of the past ten turbulent years? 








A disappointment and a challenge 


Economic historians will look back on the 1980s as the de- 
cade in which the experiment with floating currencies failed. 
The starkest evidence of this failure is not, as it might seem, 
the dollar's sharp rise in the early 1980s followed by its 
equally spectacular fall after 1985. Those who advocated the 
move to floating rates through the 1960s and early 1970s— 
including, it should be said, this newspaper—did so precisely 
because they wanted exchange rates to shift. The price of a 
currency, on that view, should be free to act as a balancing 
mechanism: it ought to move about so that other things 
(wages, workers, productive capacity) would not need to. By 
themselves, the ups and downs of the major currencies during 
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the 1980s settle nothing. 

What matters is that these swings failed to 
do what they were supposed to: instead of re- - 
ducing economic volatility, they increased it. 
Floating exchange rates would offset interna- 
tional differences in inflation rates, it was ar- 
gued. High-inflation countries would see their — 
currencies depreciate; their firms would 
thereby stay competitive in international mar- 
kets without the awkwardness of having to 
cut wages. But the dollar's extraordinary rise © 
and fall had nothing to do with inflation, and — 
everything to do with short-term interest rates and financial 
traders’ guesses about government policy. As a result, far - 
from narrowing the gaps between international costs, the dol- - 
lar's fluctuations widened them. 

Floating was also supposed to cope with trade imbalance : 
A trade deficit would drive the currency down, it was said, - 
making exports cheaper and imports dearer. This would | 
shrink the deficit—a neat, self-correcting process. Hardly. — 
The dollar’s 40% drop between 1985 and 1988 has done little 
more than dent America’s deficit. If supporters of floating 
could have envisaged such a collapse in the currency (though 
nothing so disorderly crossed their minds), they would have 
promised America a strapping trade surplus by now. 

Too much volatility has made currency changes self-de- 
feating. Increasingly, exporters regard news from the foreign- 
exchange market as noise rather than as a signal for action. 
That is one reason why exporters to America barely raised 
their dollar prices as the dollar fell, and why the trade deficit 
has been so slow to shrink. Altering prices and business pla 
is costly. Why react to a 3% fall in the dollar this month whe a 
there is an excellent chance of a 3% rise next month? By in- 
ducing inertia in this way, exchange-rate uncertainty not only 
acts as a tax on trade and foreign investment; it also leaves 
many firms, as currencies fluctuate, selling the same goods at 
widely different prices around the world. What might other- 
wise be a single global market is thus divided into nations 
sub-markets. Competition is stifled. 

The time has come to peg currencies again. The question 
is, how? History offers no entirely convincing model (see 
pages 17-22), but it does point to two requirements. To s : 
ceed, a system of fixed exchange rates must be credible. If 
financial markets expect an exchange rate to be changed, the 
battle to keep it fixed is nine-tenths lost. Second, the system 
should have price stability built securely into its fabric. This i is 
desirable in itself, but without it the system is anyway unlikely 
to be credible. The reason is that, under a fixed-rate system, - 
every country must accept the group's joint inflation rate as - 


> « wth Sow Pe Se OA i-o A 




































want to defect. 
... Monetary union—one central bank, leading to one cur- 
. rency—is the most credible form of fixed-rate system, because 
it is tinker-proof and cannot be dismantled without a fuss. 
The hard part is to anchor such a system to low inflation, and 
preferably to stable prices. This year will see a debate about 
whether and how this might be done as part of the European 
Community's plans for monetary union. One possibility is to 
give an independent central bank a statutory duty to devote 
monetary policy to keeping the price of a basket of commod- 
ities stable. A more radical alternative would be to make the 
currency convertible (either directly or through a financial 
instrument) into those commodities: a modern version of the 
 pre-1914 gold standard. 

Two years ago this newspaper predicted that by 2020 a 


The revolution rolls on 


and the Soviet Union 


OW that Eastern Europe's revolution has reached a he- 
AN roic climax in Romania, what next? Romania itself, hav- 
ir z gloriously taken centre stage, will almost certainly move 
back to the periphery of European affairs—a happier coun- 
try, but not one attracting special attention. The main drama 
will be elsewhere. 

Much of it will involve the East's great rising star: the bal- 
lot box. This is election year for Eastern Europe. All countries 
xcept Poland (where the ballot box made its mighty East Eu- 
ropean comeback last June) and Stalinist Albania are now 
preparing to hold their first free elections in over 40 years. 
For sheer excitement, this cannot match the breaching of the 
Berlin Wall or the battle of Bucharest, but it will be thrilling 
all the same. 

_ And crucial. The role of the ballot box is to bring about or 
consolidate the transfer of power from the communist parties 
vhich have monopolised it for 40 years. Ousting the commu- 
nists is undoubtedly what most East Europeans would like to 
do, but even with a free vote it is not a simple matter. In most 
countries opposition parties or coalitions have only a few 
months to organise themselves for the vote. Assuming they 
do wrest power from the communists, they will then have to 
exercise it in daunting conditions: the non-communists will 
be running economies in various states of decay, yet they lack 
xoth experience of government and clear policies (besides op- 
position to the old regime). There is a danger of weak coali- 
tions and of nasty nationalism. Democracy will have a hard 
job living up to its advance billing. 

So will its aspiring co-star: the free market. Market forces 
will produce pain before they generate prosperity. How much 
pain will the newly democratic countries of Eastern Europe be 
prepared to suffer, and how quickly can prosperity be ushered 
in? Nobody knows. But Poland has this month started a brave 
experiment in freeing prices, cutting subsidies and introduc- 
ng serious money. If its leap to capitalism comes off, Poland 
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its own. If this rate is much above zero, good governments will _ 


In 1990 the spotlight will turn from Romania back to Poland, the Germanies 
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single currency—we called it the phoenix—would be circulat- 
ing in the big industrial countries. Since then the new mo- 
mentum towards European monetary union has put the 
world somewhat ahead of schedule. A single, low-inflation 
money for the EC—call it the monnet—would be a compel- 
ling model for the others: first the monnet, then the phoenix. 
Into the bargain, an invitation to join a monnet-system would 
be the best help Western Europe could ever offer Eastern Eu- 
rope. At a stroke, it would give the reformers true economic 
integration with western markets and an externally rein- 
forced commitment to low inflation. Those would be worth at 
least a dozen new Marshall plans. 

Still sceptical? To many, the phoenix will continue to 
seem as unlikely as, say, the appointment of Mr Vaclav Havel 
as president of Czechoslovakia. The difficult takes time; the 
impossible can happen overnight. 








will become a model. If it fails, most East Europeans can ex- 
pect their return to capitalism to be slow and hard. 

Romania briefly took over the limelight from the East’s 
two other leading players, but attention is already swinging 
back to them. One is East Germany. This is the key to the 
future of both NATO and the Warsaw pact. If the East Ger- 
mans decide that they want to stay a separate country, then 
(albeit with a few reforms, especially in the Warsaw pact) the 
two military alliances can survive for some time even in the 
new, undivided Europe. But as East Germans get a chance to 
express their views more clearly this year, including perhaps 
through a referendum, they look ever likelier to demand 
reunification. Would a united Germany be part of NATO, or 
somehow straddle the two alliances—or else become neutral, 
and so undermine both NATO and the Warsaw pact? . g 


And so to where it all started 


The weight of these German questions makes East Germany 
the place to watch above all others, except one: the Soviet 
Union. Mr Mikhail Gorbachev has stood by while commu- 
nism has collapsed in Eastern Europe, allowing the dominoes 
to fall, one by one. The last domino in his European empire is 
now the Soviet Union itself. 

The Soviet domino would not look so vulnerable if it were 
just the economy that was threatening to collapse. The coun- 
try is entering a recession (after allowing for hidden inflation, 
industrial output has started to fall), and the government’s 
latest plan for recovery looks hopelessly old-fashioned. Still, 
Russians are used to shortages. The trouble for Mr Gorba- 
chev is that economic hardship is adding to the political 
strains which threaten to bring the sound of snapping in the 
months ahead. 

Conservatives are desperate to stop what they see as Mr 
Gorbachev's counter-revolution before it is too late. As East- 
ern Europe's communist parties crash in this year's elections, 
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it will be harder and harder for Mr Gorbachev to keep argu- 
ing that he really is reviving communism, not destroying it. 
Radicals, meanwhile, are emboldened by the events in East- 
ern Europe to push for similar changes at home, including an 
end to the Communist party's guaranteed dominance. That 
dominance is anyway about to be shaken in local elections 
around the country, in which the various nationalists are 
likely to show their muscle. 

The nationalist challenge has already reached a new inten- 
sity with the decision of Lithuania's Communists to split 
from the Soviet Communist party. The Soviet Communists 
have long argued that the party is the glue that holds the 
country together; split the party, and the union could come 
apart (pulling Mr Gorbachev down with it). Mr Gorbachev is 
taking the Lithuanian challenge so seriously that he is to lead 


A man, a plan, a canal, Panama 


With the capture of General Noriega, the old palindrome may become a prototype 


N THE early part of this century the United States sent the 

marines into Central America almost every year. Their job 
was to keep the place in friendly hands. President George 
Bush's intervention in Panama, a country created by the 
United States in order to safeguard its precious canal, looks 
like a reversion to an old pattern. It isn't. The security of the 
canal, which matters rather less now than it did 80 years ago, 
was not at stake; and American interests are unlikely to bene- 
fit much from the removal of General Manuel Noriega, who, 
though corrupt and brutish, posed no threat to regional sta- 
bility, still less to the United States itself. Instead, Mr Bush’s 
action in Panama looks like a different kind of intervention: 
one aimed primarily at public opinion at home. The question 
is whether it will come to be seen as the prototype of a new 
kind of superpower adventurism: that of taking out “bad 
ys" and putting in “good guys”. 

Maybe Grenada, in 1983, was really the first example of 
this. In that episode President Reagan showed how popular it 
was to restore democracy even in an insignificant little place 
that many people thought to be a part of Spain. The interna- 
tional risks were small; Russia would hardly make a serious 
fuss about the swatting of a Caribbean fly. (There was even an 
international dividend: with this bold gesture, Mr Reagan 
showed that Vietnam had not, after all, destroyed America’s 
readiness to use its troops abroad.) 

Yet the scope for this kind of intervention has vastly in- 
creased in the six years since Grenada, for Mr Gorbachev's 
Soviet Union is clearly going to make even less fuss than 
Andropov's. And while the opportunities have expanded, so 
have the pressures. Robbed of a plausible threat in the shape 
of the Evil Empire, the United States Defence Department 
needs new enemies to take on. Who better than beastly drug 
runners like General Noriega? 

The preliminary answer is "No one." For whatever Mr 
Bush's true motives in sending in the troops, and however 
questionable the ia justification, he was massively pro- 
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a special delegation to the republic in an attempt to talk the 
comrades back into the pan-Soviet fold. Yet of late even Mr 
Gorbachev seems to have been running out of new ideas. To 
use the language Marxists understand, the ' contradictions ^ 
of the Soviet Union—between promotion of markets and im e 
position of plans, between growing pluralism and continuing 
one-party rule—are approaching the point at which a new 
revolution has to happen. 

Will the revolution be bloodless, as in most of Eastern 
Europe, or violent, as in Romania? The gloomy view is 
Romania's violence will pale beside what is about to come in 
the Soviet Union. The brighter view is that Romania now 
stands as an example of the fate that awaits those who try to 
resist democracy. If so, those shot down in Timisoara and B 
charest will be Russia's heroes as well as Romania's. 


voked. Mr Noriega was a crook, not a legal head of st state, le 
squelched the election last May. He thumbed his nose at ef- 
forts to find him sanctuary abroad. He allowed his thugs to 
harass Americans. He knew that the United States wanted to 
be able to hand over the canal rights to a legal government 
before the end of 1989, in order to keep to the terms of its 
treaties with Panama. And shortly before the invasion he an- 
nounced that his country and the United States were at wai 

Still, none of those annoyances would have counted for 
much had the intervention been manifestly unpopular in 
Panama or had it gone badly wrong. Instead it has gone quit 
well. It is true that other Latin Americans are upset, or at least 
say they are. But they have no love for the general, and dm 
may soon get over their unhappiness, as they did after Gi ^ 
nada and after the United States' help for Britain during the 
Falklands war. ei 

More unfortunate were the looting and, still worse, the 
killing that persisted after the Americans moved in. That, t ne 
continued resistance from the Dignity Battalions Wed 
course, the failure at the outset to catch Mr Noriega himsel 
all point to miscalculations and weaknesses of intelligenc - - 
Yet mistakes like these are inevitable in any military actio: 
and, if you step into a banana republic, you must expect tc 
tread on at least a few banana skins. 

The bigger worries for Mr Bush all lie ahead. If he car 
dispatch them, then Panama may indeed come to be judgec 
an operation worth emulating in other places. But only "i 


Spilling beans, building democracies, buzzing nuncios 
The first concern for Mr Bush mus: be the embarrassment he 
could be caused by the appearance in an American court c 
man who for years worked with and for the United States 
(helping in, among other things, the contras’ fight for Nicara- 
gua). But even if the president is spared that, he will not es- 
cape responsibility for establishing democracy in Panama. 
New elections will have to be held soon, for the government - 
11 
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_ of President Guillermo Endara is a government in name only; 
the United States runs the place and will now have to set up 
. an independent judiciary, a law-abiding police force and a 
competent civil service, all of which have been destroyed, as 
_ has the economy. Filling vacuums and repairing damage can- 
. not be done quickly. Even if they could, Panama might still be 
less than a model democracy. Meanwhile any government 
| that is dependent on the United States will inevitably tend to 
blame the Americans for its failures. 

~The other main task for Mr Bush will be to take control of 
his own subordinates. The oddest events since the fighting 
started on December 20th have all been examples of Ameri- 
«an military exuberance of a kind usually reserved for bad 
films. The joint chiefs of staff have unleashed Stealth fighters 


Bac d, and getting worse 


: [^ JANUARY a young American banker's thoughts usually 
turn to the Glass-Steagall act, to lobbying again for the 
repeal of a law that keeps commercial banks out of most of the 
securities business. Not this year. Although the lobbying goes 
on, Glass-Steagall is no longer the burning issue of American 
financial reform. Outsiders have noticed how many Wall 
Street firms are losing money and cutting staff. More impor- 
ta ntly, American bankers have something bigger on their 
minds: property. Collapsing property markets and the sight 
of billions of apparently good loans turning bad threaten to 
de this year’s nastiest financial headache. 

Y For regulators and politicians in Washington, that head- 
ache feels more like a hangover. Soft property markets will 
n merely worsen the financial mess that preoccupied them last 
: the hideously expensive savings and loan (thrift) saga. In 
1989 the Bush administration and Congress agreed on some 
half-baked legislation to rescue America’s insolvent thrifts. It 
s half-baked both because it did not raise enough money 
d because i it did not get to grips with the basic cause of the 
| th ifts’ difficulties. This is the “moral hazard’’ posed by fed- 
eral deposit insurance, thanks to which taxpayers keep none 
pe the profit from risky banking but may have to pay for the 
. Leaving that hazard in place means that, sooner or 

er, the thrift mess could be repeated. 
gt usual, that point will pass the politicians by. They are 
n iow absorbed by the political side of the thrift issue, which 
s all the makings of a real scandal. Both Democrats and 
R epublicans are involved: hence the bipartisan wish that the 
iss e would die. It won't, thanks to the laudable indepen- 
dence of Mr Henry Gonzalez, chairman of the House of Rep- 
resentatives' banking committee. It was his determination to 
hold hearings on Lincoln Savings that pushed that obscure 
and insolvent Californian thrift into the headlines. Five sena- 
tors who received campaign contributions from Lincoln are 
under scrutiny for allegedly trying to persuade regulators to 
w Lincoln to carry on losing money. Washington pundits 
x that at least two of these senators are goners. Mr Gon- 
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America's property pains 
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and let General Maxwell Thurman, the American com- 
mander, buzz the mission of the papal nuncio with helicop- 
ters, bombard it with rock music, arrest a Cuban diplomat 
and ransack the residence of the Nicaraguan ambassador. De- 
spite murmured regrets, these gratuitous activities have 
merely reinforced the impression that the Pentagon is treat- 
ing Panama as a playground in which to practise its new 
arts—high tech and low farce, and not much in between. 

America’s diplomats, who already have reason enough to 
fear for their safety in some parts of the world, must tremble 
at the example that their troops are setting. If Panama is in- 
deed to be the shape of interventions-for-democracy to come, 
Mr Bush had better waste no time in teaching his men the 
merits of diplomatic behaviour. 








zalez has already forced the resignation of Mr Danny Wall, 
formerly the thrifts' chief regulator. 

So far Mr Gonzalez has barely stuck his toe into the thrift 
morass. Next he wants to investigate the deals rushed 
through in 1988 when Mr Wall's now-defunct Federal Home 
Loan Bank Board pledged $38.6 billion to bail out 220 thrifts, 
a plan that offered ultra-generous purchase terms to some of 
America's richest people. Mr Gonzalez also wants to investi- 
gate other thrifts. The first one is likely to be Silverado, 
which, like Lincoln, was fond of claiming profits by making 
sales back and forth between related entities. 

This investigation will please Mr Gonzalez's Democrat 
colleagues, some of whom are annoyed by his attacks on se- 
nior Democratic senators over Lincoln. The pleasure arises 
from the fact that Mr Neil Bush, one of the president's sons, 
was a Silverado director in 1985-88, when much of the ". 


key business went on. 


Empty buildings, full of problems 

Mr Gonzalez should open every cupboard door he can find 
and rattle the skeletons inside. But politics is not the only 
reason to keep worrying about thrifts: the cost of closing 
them is still rising. Already President Bush has conceded that 
last year's bail-out (estimated to provide $300 billion over 30 
years) will not be enough. The total will grow partly because 
too many insolvent thrifts are still losing money, but more 
because America is suffering a spreading weakness in its prop- 
erty markets—and the only asset that most bust thrifts can 
sell to stem their losses is property. 

All that is bad enough, but there is more. Falling property 
prices affect the whole economy, because so many institutions 
and individuals have so many of their assets invested in it or 
borrowed against it. There is some $20 trillion-worth of prop- 
erty in America. By contrast, the shares of all the companies 
quoted on all America's stockmarkets are worth just $3.4 tril- 
lion. Falling house prices would have a much more depressing 
effect on consumer confidence than any stockmarket crash, 
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Can. $150,000,000 
10% per cent. Bonds due July 20, 1999 


Yen 15,000,000,000 
5.3 per cent. Notes due 1994 
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however ferocious. 

House prices are already falling in many parts of America. 
But residential property is not yet the nightmare it could be- 
come. Today the sharpest falls are in the prices of commercial 
property, which is woefully overbuilt. This dawned on the 
stockmarket last month, when the Bank of New England 
stunned Wall Street by declaring a huge rise in bad loans and 
_ rescinding a dividend declared just three weeks previously, an 
action demanded by increasingly strict federal bank examin- 
ers. Bank shares were dumped; if Boston brahmins can get 
into so much trouble, is any lender safe? 

_ American banks have $350 billion outstanding in com- 
mercial-property loans and another $450 billion in lending 


Ships in bottles 






































F this is to be the year of arms-cutting agreements on long- 
A range weapons and conventional forces in Europe, talks 
on naval forces cannot be far behind. Although Mr Mikhail 
Gorbachev failed to win Mr George Bush's agreement for 
~ such talks when they met off Malta last month, the Soviet 
leader will not give up. In time the West will have to confront 
the issue s naval cuts. Better sooner than later, so as to make 
- the best of it. 
— The Russians say they are doing their bit to meet the 
West's big concern so the West should do its bit to meet 
- theirs. Recognising that land forces would be crucial in any 
war in Europe, they have offered to shrink theirs by much 
more than NATO. In return, they want the West to do some- 
p ing about their big worry—NATO's vastly superior naval 
forces, especially the aircraft-carrier battle groups that have 
e declared mission of hitting some plum military targets in 
d Soviet Union. Equality at sea is their aim. 
. Mr Bush brushed all this aside at Malta with the standard 
response that the two concerns are quite different, and that 
anyway America and several of its allies are maritime powers 
with many naval tasks that have nothing to do with the Soviet 
Union or even Europe. However, the matter will be decided 
not by the arguments but by the wish of western countries, 
imc uding America, to save money from the present relax- 
ion of east-west tension. 
. NATO's savings from the conventional-force cuts now be- 
ig discussed in Vienna already look pretty modest. The pro- 
posed reductions amount to only 10-1596 of a few types of 
equipment, and the benefits of junking this stuff would be 
partly offset by the cost of destroying it and verifying the 
treaty. And although it is not yet settled how the cuts will fall, 
the present thinking is that America will take the lion's share 
‘of them. So, in Western Europe at least, the pressure may 
soon grow for deeper cuts in conventional forces, cuts that 
would bring much larger savings. That is when the Russians 
will ask for navies to be included. 
In any treaty limiting navies there could be no balancing 
_of cruisers, destroyers and so on, as is happening in Vienna 
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The West should not be shy of discussing the issue of naval cuts 
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on other kinds of property. Dud property loans threaten to 
be a far bigger drain on bank profits than exposures to lever- 
aged buy-outs. The moral for banks is much the same as for 
thrifts. Banks, like owners of thrifts, were too eager to bet 
deposits underwritten by the federal government. Nor are 
banks and thrifts the only financial institutions exposed to 
property. Insurance companies have sunk many billions into 
bricks and mortar; so have pension funds. 

These property blues are at last causing banks, like the 
thrifts before them, to reduce their lending, egged on by in- 
creasingly strict regulators. That is the right response, albeit 
of the stable-door, bolted-horse variety. What really needs to 
be attacked is moral hazard. 








with tanks, guns and troop carriers: the Soviet navy is 
organised differently from NATO ones, with lots of submarines 
and only a few small aircraft carriers. But an agreement could 
still be reached that would cut the naval forces that each side 
fears most while leaving essential ones intact. 

For NATO there are two problems: keeping the ability to 
reinforce Europe from America in the event of war; and de- 
ciding what to do about the aircraft carriers. The solution to 


-the reinforcement problem is fairly simple. If the Russians 


would agree to cut their attack submarines to seven or eight, 
and to limit their missile submarines, then NATO could afford 
to cut its anti-submarine forces, including frigates, anti-sub- 
marine aircraft and its own attack submarines. 


The carrier calculation 


Cuts in aircraft carriers would be harder for NATO, although 
their value in a European war would probably be less than 
NATO admirals claim. Since carriers could defend Atlantig 
convoys against air and missile attack, the key to an agree- 
ment on reducing their numbers would be the Russians’ 
readiness to cut their missile ships and long-range aircraft. If 
getting a European balance were all that mattered, this would 
probably be manageable. But aircraft carriers are good for 
limited wars—witness Korea, Vietnam and Libya—and they 
may be needed again. The decision for NATO thus hangs on 
how many it needs for its non-NATO jobs. 

This is really a question for America. The British, French, 
Italian and Spanish carriers will also enter the equation, but 
they are small beer; only the two French carriers pose much of 
a threat to the Soviet mainland. It is America's that count. Its 
present 14 are likely to be cut to 12 or 13 by the budget trim- 
mers. Yet these figures do not spring from any serious analysis 
of requirements in a world where the Soviet threat has dimin- 
ished. Eight or nine might do for third-world contingencies. 
Mr Gorbachev might want to see even fewer; so might Ameri- 
ca's taxpayers. If arms control is to bring significant savings to 
the West, it is time to start discussing navies. 
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Do you travel on business? 


GIVE YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER’S GUIDES 


While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 

è Business practice and etiquette 

€ Political and economic 
circumstances 

è Major industries and 
professions 


" 
| 


è Law, tax and employment 

è Importing, exporting and 
distribution 

€ The financial and business 
worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
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business services and resources. 


Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 


pro-forma invoice. 
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P O Box 87, Osney Mead 
OXFORD OX2 ODT 
Facsimile: (0865) 791927 Telex: 837515 


For credit card orders and enquiries please contact: 
Mrs Pat Crook on Oxford (0865) 791155 
Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SWI. 
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DOING BUSINESS WITH THE SOVIET UNION 


YEMEN ARAB 
REPUBLIC 


MINISTRY OF 
TRANSPORT 
& PUBLIC WORKS 


HIGHWAY AUTHORITY 


Tenders are invited for construction of 60km long 
Hajja AlKhushm Road being financed by Arab 
Fund, Islamic Bank, OPEC Fund and Govt of YAR 
under International, Islamic & Arab Competitive 
Bidding. Competent Contractors should apply for 
Tender Documents with payment of US$500 plus 





OUTLOOK FOR A NEW DECADE 
APRIL 3-5, 1990, HOTEL MEZHDUNARODNAYA, MOSCOW 
Business International, in cooperation with the Soviet Chamber of 
Commerce and Industry, is pleased to announce a special conference 
in Moscow to help companies deal with the complexities of the rapidly 
changing Soviet Market. Senior Soviet bankers, economists and trade 


officials, as well as leading Western business executives, will be 
speaking at the conference on 


* HOW DO THE LATEST REFORMS AFFECT DAY-TO-DAY BUSINESS? 
* WHAT ARE THE BEST MEANS OF CONTACTING SOVIET BUYERS? 
* HOW TO ORGANISE DIRECT MAIL, ADVERTISING, EXHIBITIONS? 
* WHAT'S THE OUTLOOK FOR FOREIGN TRADE? 

* WHAT LESSONS HAVE BEEN LEARNED FROM JOINT VENTURES? 


The attendance fee is £1,100. Please note: the deadline for registration 
is 16 February 1990. 


YR1000 to: 
Sim ——_—_——— = [— — — << 
Please send me more information on the conference Highway Authority 
DOING BUSINESS WITH THE SOVIET UNION Zubeiri Street, PO Box 1185 
NAME Sanaa — Yemen Arab 
ADDRESS Republic 
Telex No 2208 ASHGAL YE 
TEL a Fax No 274145 


Business 





International 
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Return to: Julia Mart, ConferenceUnit 
Business International Ltd, 40 Duke St., 
London WIA 1DW. Tel: 01 493 6711, 
Fax: 01 491 2107, Telex: 266353 


The last date of submission of Tender is Monday, 
5 March 1990 at 10am. 
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CURRENCY REFORM 


A brief history of funny money 


Gold standards, managed floats, currency unions: which exchange-rate sys- 
tem works best has been a matter of intense controversy for 20 years. De- 
bates over European monetary union and the “‘right’’ value for the dollar 
suggest it is no closer to being settled. Here is a guide for the bemused 


sterling. sb and adj, Middle English. 1. The 
English silver penny of the Norman and subse- 
quent dynasties. Often in pound of sterlings, 
@ ^ a pound weight of silver pennies, af- 
rerwards a name for the English pound (240 
pence) as a unit of account. 2. Of character, 
principles, qualities: thoroughly excellent, ca- 
pable of standing every test. 
Oxford English Dictionary. 


N AUGUST 15 1971 Richard Nixon 
made a decision that marked the be- 
ginning of the end of the Bretton Woods sys- 
tem of fixed exchange rates. He closed 
America's "gold window". Foreign central 
banks were thus prevented from converting 
their holdings of dollars into gold at the offi- 
cial price. For the first time in history, the 
world's principal currencies were shorn of 
all links to the value of any real commodity. 
Henceforth the value of money—that is, the 
stability of prices—was entirely at the dis- 
cretion of governments. Before long, in- 
flation was raging almost everywhere. 
All right, that account leaves 
out just one or two things. For in- 
o- Mr Nixon had little choice 
ut to shut the gold window; he 
didn’t so much dismantle the Bret- 
ton Woods system as watch its ac- 
cumulated internal strains tear it 
apart. And the inflation that fol- 
lowed had something to do with 
OPEC and the price of oil. Even if the 
Bretton Woods system had limped on 
past the early 1970s, the oil-price shocks 
would surely have finished it off—and its 
demise, ‘for being postponed, might then 


have turned out to be even more 
unpleasant. 
Moreover, governments throughout 


history have tampered with the link be- 
tween currencies and underlying measures 
of value. Whenever wars or other emergen- 
cies required it, they have become monetary 
cheats—fiddling with the convertibility of 
their currencies and at times suspending it 
altogether, raising revenue either by depre- 
ciating their coins (explicitly reducing their 
weight) or debasing them (secretly reducing 
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the proportion of precious metal). But there 
was one big difference: in all previous centu- 
ries, and for much of the present one, it was 
taken for granted that the value of the cur- 
rency would in due course be restored. 

The clearest example of this determina- 
tion to restore an earlier parity was Britain's 
return to the gold standard after the first 
world war. By the lights of modern econom- 
ics, the decision to put sterling back on the 
gold standard at its pre-war parity looks 
crazy. Naturally, Maynard Keynes said so at 
the time. Inflation since 1914 had made the 
pound uncompetitive (as people would now 
say) at its pre-war rate; a severe deflation was 














going to be needed to bring the prices of 
Britain’s traded goods back into line with 
those of its trading partners. Despite that, 
the chancellor of the exchequer, Winston 
Churchill, was merely voicing the orthodox 
view in arguing that this sacrifice had to be 
made. 

In those days, you might say, money 
meant something. The extent to which it no 
longer means anything is, after a little 
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thought, rather more remarkable than Brit- _ 
ain's self-destructive attachment to Keynes's _ 
“barbarous relic”. . 

Since ancient times, whenever private 
mints found that the fees (or seignorage) for 
weighing, certifying and coining their cus- 
tomers’ precious metal was earning them a 
nice profit, governments began to 
monopolise the business for themselves. _ 
That way, they found, the currency could be _ 
more conveniently debased whenever their 
battles for territory demanded extra money. 
This technology of expropriation (monetary 
policy, as it is now known) took its greatest 
leap forward with the advent of fiat cur- 
rency. Governments printed intrinsically —— 
worthless bits of paper, called them legal — 
tender, and required their subjects on pain 
of imprisonment to give them goods and la- 
bour in exchange. 

For governments, the idea was under- 
standably attractive. They surrounded the 
process with the mystique of sovereignty to 
make the confidence trick more plausible. — 
For many years in Britain (and other coun- 
tries) counterfeiting was not merely fraud — 
but treason. Similarly, in the present debate — - 
over European monetary union, it is said 
that the creation of a European central bank _ 
would be an attack on the sovereignty of the 
member states. Viewed in a historical per- 
spective, that warrants a hollow laugh: the 
sovereignty in question is the right of a gov- i 
ernment to steal from its citizens. 

The only check on these otherwise 
excellent opportunities for theft was 
the promise to redeem paper money 
for an asset of intrinsic value, such as 
gold. For a long time that was a seri- _ 
ous inconvenience, because until 
around the middle of this century 
people were so ignorant about eco- 
nomics that they thought the prom- 
ise ought to be kept. By 1971 it had — 
already been badly undermined; the 
closing of the gold window finished — 
the job. The power of the state took an- — 
other large and possibly irreversible step — 
forward. All over the world, modern, lib- 
eral-minded economists applauded the ar- 
rival of a more intelligent monetary system. - 

Which, then, is really odder? That a gov- 
ernment should inflict deflation on an econ- 
omy in order to keep its earlier promise to 
protect the value of the currency? Or that | 
clever people have now come to regard the - 
very idea of governments making, let alone — 
keeping, such promises as absurd? The 
state's unchecked monopoly of currency — 
creation is taken quite for granted, and in- 
flation (with luck, low and not too unstable) - 
is regarded as an unalterable fact of life. 
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-same depreciating banknote—underlie the 
modern debate about how to manage ex- 
change rates. A rethink is overdue. 


- Better to start from somewhere else 
The final collapse of the Bretton Woods sys- 
tem in 1973 gave the modern debate over 
exchange rates its starting point, its vocabu- 
lary and its folk memories. For a generation 
the world's main currencies had been tied 
together. The arrangement had been given a 
fair run, and had fallen apart with a memo- 
rable crunch. An idealistic attempt to design 
a new monetary system for the postwar 
age—to impose order on disorder by means 
of international co-operation—had failed. 
Currencies would have to be allowed to 
oat, finding their own value in the market. 
xperience had triumphed over hope. 
~ Fine, except that free-market types then 
und their instincts in a twist. The immedi- 
e past told them that governments had 
st made fools of themselves by being too 
bitious, trying to. control forces they 
'uld not. But economic liberals who knew 
ieir history also remembered that the hey- 
ay of laissez-faire was the late nineteenth 
ntury, when trade boomed, capital flowed 
freely all over the world, governments kept 
their noses out of businesseedrid the big 
industrialising economies were all on the 
gold standard. Did fixed exchange rates 
mean small government subject to con- 
straint (good) or big government running 
amok (bad)? Knees jerked in all directions. 

= They still do. For passers-by, one of the 
most puzzling things about the exchange- 
rate debate is the way it slices through the 
< usual economics factions. Liberals in the 


and free enterprise, are neatly split between 
fixers and floaters. "Liberals" in the modern 


same. Yet out of habit all sides couch their 
es: exchange rates are so important that 
This is not exactly helpful. 


make the picture a bit clearer. It takes for 
granted a background level of prejudice, as 
were, incorporating two facts. One is that 
ie. Bretton Woods. system collapsed. But 
is is cancelled out by another: exchange- 
te volatility has been more of a nuisance in 
1¢ 1980s than anybody expected. From this 
reed starting point, table 1 offers a series 
uestions to separate the floaters from the 
xers: 

Are stable currencies desirable? Fixed 
exchange rates provide a large and un- 
doubted benefit: if the parities stick, they re- 
move a big cause of uncertainty affecting in- 
ternational. trade and most forms of 
estment. Other. things being equal, they 





. These timeless certainties—two sides of the 


-proper sense of the word, keen on free trade 
American sense, who favour state interven- 
tion on many fronts, are divided just the ` 
ews as appeals to their usual constituen- 
ley must/ cannot be left to market forces: 


Table 1 (call it a prejudice matrix) may 


promote. competition, E pursuit of 


comparative. advantage, and an efficient 


- flow of capital around the world. However, 


the scale of these benefits is anybody's guess. 
The bigger you think they might be, the 
more willing you will be to sacrifice other 
aims to get them. 

e Is the government sound on inflation? 
Mr Milton Friedman has long argued that 
the biggest disadvantage of fixed parities is 
that the members of a fixed-rate system are 
compelled, in effect, to have a common 
monetary policy. This more or less obliges 
them to have the same inflation rate: fine for 
the countries that, if left to their own de- 
vices, would have inflated faster, but a draw- 
back for the ones that would have inflated 
more slowly. So if you have a comparatively 
trustworthy government, or one that might 
be persuaded to follow anti-inflationary pol- 


Pick a prejudice 





icies, you will lean towards floating. 
e Do external disciplines work? Even if 


- you think your government is unsound on 


inflation, you will hesitate to lock the coun- 
try into a fixed-rate system unless you be- 


- lieve.that politicians will then knuckle un- 
der. If a government is determined to have a 
“high inflation rate, it can find ways to 


neutralise outside disciplines. It might resort 


: to capital controls, for instance. After a few 


years of high inflation and barriers to capital 


outflows (a popular combination in the 


third world), changes in the system’ s parities 
would be unavoidable. But in that case it 
would have been better to let currencies 





— float throughout. A fixed-rate system can. 


rk only if governments accept the rules. 
e Does. levaluation work? This is at least 
three questions in one. To set the scene, 
suppose a country finds itself with an exter- 
nal deficit. 

By definition, the country must be "ab- 
sorbing" (that i is, consuming and investing) 
more than it is producing. It might be able 
to bridge this gap with borrowing for many 
years, perhaps indefinitely. More likely, it 


will become increasingly difficult to attract 


foreign credit, so the deficit will have to fall. 
This will require lower domestic demand. 


- But only part of any fall in demand will be 
converted into fewer imports. In the first in- 





- stance, it will also 1 me 
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production will go unsold. ` : 

If the international m for He coun- 
try's goods is a truly single market, and the 
country is one producer among many, there 
will be no problem. The unsold domestic 
production will be taken up by the world 
market at the prevailing world-market price. 
But the world's goods markets are not inte- 
grated in this fashion. As a result, selling the 
unsold output is going to require a lower 
price (relative to foreign prices), which will 
probably require a fall in the price of the la- 
bour that goes into it (relative to foreign la- 
bour costs). The less integrated the world's 
markets, the bigger the needed price change 
is likely to be. Hence part (a): nre world 
markets integrated? | 

If relative-price changes are going to be 
needed, a further question is how best to 
bring them about. In a fixed-exchange-rate 
system, a required fall in relative prices my 
happen through a fall in prices and wages 
measured in domestic currency. As a result, 
it will be noticed and resisted. 

In a floating exchange-rate system, it 
might happen another way. If prices and 
wages stay the same ín domestic-currency 
terms, a depreciation of the currency will re- 
duce them (relative to foreign prices) by 
stealth. But the assumption that prices and 
wages would stay the same in domestic-cur- 
rency terms is bold. It is equivalent to assum- 
ing that workers will be fooled into taking a 
cut in their real wages. Hence part (b): How 
stupid is your labour force? 

A preference for floating exchange rates 
calls for a third assumption. By definition, 
governments cannot “devalue” their cur- 
rencies at a chosen time (as they can under 
certain sorts of fixed-rate system). Instead 
they are presumably doing as Mr Friedman 
would wish: following a monetary policy 
that is mainly if not entirely determined by 
conditions in the domestic economy, a 
letting the exchange rate float where it wi 





If advocates of floating want to claim the 


benefits of exchange-rate changes for their 


. cause, they must believe that the currency 


will float in the "right" direction. So part (c) 


is perhaps the hardest question of all for 
floaters who stress the role of currency 


changes in economic adjustment: Is the for- 
eign-exchange market listening? 

The price of a currency (the exchange 
rate) is driven up and down by the balance 
of supply and demand. In the 1950s and 
1960s, when international capital flows were 
restricted both by technology and by perva- 
sive capital controls, currency demand and 
supply were in turn driven mainly by trade 
gaps. This meant that the market pressure 
on a currency was generally in the right di- 
rection. (À trade deficit would increase the 
supply of a currency relative to the demand 
for it, and the market response to that 
would be a depreciation.) Now, however, 
trade flows are swamped in their effect on 
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currency supply and demand by capital 
movements, especially short-term move- 
ments, and these have nothing to do with 
trade. 

The table reveals why prejudices get so 
mixed up over this subject. The liberal idea 
that markets should be trusted argues partly 
in favour of fixed rates (well-functioning 
markets in goods and labour make ex- 
change-rate changes either unnecessary or 
ineffective) and partly in favour of floating 
(trust the foreign-exchange market). And 
the same goes for the liberal idea that gov- 
ernments are not to be trusted. At first that 
points to fixed rates (because governments 
need to be bound by external disciplines) 
and then back to floating (because those ex- 
ternal disciplines rely on the judgment of 
foreign governments, which may be even sil- 
lier than your own). 

To sum up: if you believe that the bene- 
s of currency stability are overrated, that 
government will be a good inflation- 
ghter, that external disciplines are in any 
case not much use, that weakly integrated 
goods markets often make relative-price 
changes necessary, that the labour market 
suffers from "money illusion" (pays atten- 
tion to nominal wages, not real wages), and 
that the foreign-exchange market responds 
to trade imbalances more than to other 
influences—if you believe all that, then you 
will be keen on floating exchange rates. 

If, in each case, you believe the opposite, 
you will want to see currencies fixed. Since, 
in all probability, you agree with floaters on 
some things and fixers on others, you will be 
drawn to the many attempted compromises 
that aim to get the best of both systems. 






Every one a hybrid 


In fact, with the possible exception of the 
pre-1914 gold standard, every exchange-rate 
system tried this century falls between the 
| nem of fully fixed and fully free. Argu- 

y, even the classical gold standard was a 
bit of a mongrel. Economic historians argue 
about how far the monetary authorities of 
the time really played by the "rules of the 
game": did they passively accommodate in- 
ternational flows of gold, or did they cheat, 
"sterilising" them by selling assets when 
their gold reserves went up and buying as- 
sets when the reserves fell? (Truthful answer: 
they cheated.) 

At the other end of the century, the 
floating-rate system that began in 1973 was 
by no. means fully free. Governments con- 
tinued to take an intense interest in the 
value of their currency, and from time to 
time turned their economic policies to the 
task of moving it one way or the other. 

In between, the Bretton Woods system 
itself was actually not one but a series of 
many different systems, falling into four 
broad phases. During its first ten years or so, 
America was in external surplus; Europe, 
devoting itself to postwar reconstruction, 
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was in deficit and in need of dollars to fi- 
nance investment and consumption. This 
was the period of the global "dollar short- 
age”. Capital controls were strict, so private 
borrowing was difficult. The Marshall Plan 
fed Europe public-sector dollars instead. 

By 1960 the system's character. had 
changed. Capital controls were loosening, 
partly through deliberate liberalisation and 
partly because people were learning how to 
evade them; and America was running an 
external deficit. There was now a growing 
surplus of dollars, and a corresponding out- 
flow of gold from America's reserves. But 
America was unwilling to let the outflow 
tighten its monetary policy, as a proper gold 
standard would have required. Instead it 
tried to staunch the outflow with new taxes 
and controls. 
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Keynes was no gold bug 


By the late 1960s America had an im- 
mensely expensive war to pay for. Its exter- 
nal deficit was flooding the world with dol- 
lars and building inflationary pressure 
throughout the world. All this time the 
world's monetary authorities had been co- 
operating to rig the price of gold—which 
their large reserves had hitherto enabled 
them to do. But in 1968 the game was up. 
The private price of gold rose to $38 an 
ounce against the official price of $35. A dol- 
lar devaluation, which had been talked 
about since the late 1950s, now looked inev- 
itable. Mounting speculation against the 
currency made it so. 

When Mr Nixon closed the gold win- 
dow in 1971, the private price of gold was 
2096 higher than the official price, and for- 
eign central banks were leading the specula- 
tion against the dollar. The Smithsonian 
Agreement of December 1971 brought the 
devaluation that had been so long expected. 
But speculation against the currency contin- 
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CURRENCY REFORM . 
ued, and the system was finally laid to rest in 
1973. Its credibility had been in doubt for at 
least 15 years; such disciplines as it provided 
had been overridden virtually from the out- 
set. It is often said that the Bretton Woods. 
system collapsed because it was too rigid. 
The opposite is just as plausible: it collapsed 
because it had always been too permissive. — — 


- 
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This year's Euro-model 


Many reckon that the most promising — 
model for the international monetary sys- 
tem is the one that has been on trial in Eu- © 
rope for the past ten years. Here is a success- — 
ful hybrid, or so it would seem, that now 
wants to turn into something purer. The ex- — - 
change-rate mechanism (ERM) of the Euro- | 
pean Monetary System ties its members’ 
currencies together, but more loosely than a 
fully fixed system. Exchange rates are al- — 
lowed to vary within narrow bands; only _ 
when a currency threatens to move outside — 
its band is the country concerned obliged to 
take action—which normally means a 
change in interest rates—to stop it. TheERM — 
has not merely survived. It has also brought - 
the inflation rates of countries such as 
France and Italy down towards that of West 
Germany. In 1979 few would have bet on 
either of those achievements. 
Just as the Bretton Woods system relied _ 
on America's monetary restraint, which 
proved lacking, the ERM relies on West Ger- 
many's monetary restraint, which has stood 
the test. In principle, you might think, any 
system of fixed or semi-fixed exchange rates 
ought to put the lowest-inflation country in 
charge. Whereas high-inflation countries 
are under constant threat of having to de- 
value their currencies, low-inflation coun- - 
tries are under a corresponding pressure to — 
let theirs appreciate. But these pressures are — 
unequal. Most governments find devaluing 
their currency much more embarrassing — 
than revaluing it. Fixed-exchange-rate sys- _ 
tems should therefore have a natural bias _ 
against inflation. 1 
The Bretton Woods system showed that 
this is not necessarily true. Ifa high-inflation — | 
country has enough political weight, it can - 
side-step the discipline. The ERM may well - 
face a similar problem if and when Britain — 
joins. In alliance with France and Italy, — 
which have often been reluctant to accept — 
the full rigour of West German discipline, — 
an inflation-prone Britain might tilt the bal- _ 
ance of power enough to undermine the sys- _ 
tem. (West Germany wants Britain to share 
the political and diplomatic burden of keep- _ 
ing inflation down; France wants Britain to 
soften the Bundesbank’s uncompromising 
line. They cannot both be right.) 
This is why the ERM cannot provide an _ 
automatically plausible model for the world — 
beyond Europe. Any exchange-rate system — 
that includes America will have to reckon — 
with that country’s disproportionate eco- 
nomic and political power, and its 
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. advisors on the North-South Toll poe. 
| ylorWoodrow International have got the green 

i ght to help steer this major project through 
- varied terrain, from thick low-lying swampy jungle 
to steep rocky hills. 
| . Valued at around £1 billion and with two 

n hundred. bridges, forty-seven interchanges, and 
thirty-fi ve toll plazas, this new road will cut travel 
. time betw een Penang and Singapore from 
3 twelve hours to six. 
“The Expressway will open up new areas s for 
uiture. and industry and stimulate the. 
economic d development of Malaysia. 
B Meanwhile. in Kuala Lumpur we have 
completed the new British High Commission, 
be recently opened by Her Majesty the Queen. A 

. new General Hospital at Penang is under way 
. and the spectacular galleried 173,500 square - 
3 foot tWeld S 























































supermarket i is already completed. 
SAR this proves we're well "e to : 
i handle a variety of projects. 

. That's why Taylor Woodrow is an v inter- : 
national. force in four related business areas — 
construction, housing, property and trading. - 

. In construction, we're a leading. building i 
. and civil engineering contractor offering a wide _ 
range of services from conventional contracting. a 
design and management to consultancy. - 
In housing, our quality developments _ "RN 
bring: success in Australia, Canada, Spain, UK "TA 
and USA, — | 
In property, our success is due to carefully NE 
developing. a high quality portfolio and being B 
very selective i in the disposal of our assets. 

= And in trading, we meet industry's needs 
for many products from videos to tools, and | 

E aggregates to ready mixed concrete. 
"T -In all four sectors we're a driving force. 
E And who knows which i turning we'll toke next. 








a Ta further information, please contact | 
oe at Tiévor Jones, Taywood House, 345 Ruislip Road, Southall, 
Middlesex UBI 2QX. Tel, 01-575 44M. 
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uus in Europe want to see the ERM 
harden into a full monetary union. Indeed, 
the Community has a map—the Delors 
report—which tells it how it might get from 
here to there. The microeconomic benefits 
of such a step might be immense, though im- 
possible to measure in advance. The ques- 
tion is, would a single European currency 
jave less of an anti-inflationary bias than 
the present ERM? 

. Some, including the British Treasury, 
iy it would. The anti-inflationary bias de- 
nds on the threat of devaluation against 
ie D-mark. With a single currency, that 
weat would by definition disappear. Oth- 
ers say the answer would depend on the 
mmunity's new and jointly determined 


urrency systems compared — 
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jonetary policy. If this represented a simple 

average of the members’ preferences about 
inflation, the discipline would be weaker 
than under the present set-up, which West 
- Germany dominates. But if the new mone- 
-tary policy was conducted with Bundesbank- 
„dike rectitude by an independent central 
-bank, the anti-inflationary discipline could 
-þe equally strong. 

.; And the world? The caveats about 
fixed-rate systems that include America still 
apply—and political mountains would have 
move before any such arrangement could 
e seriously contemplated. However, a 
bal currency union based on an indepen- 
t central bank (with a clear mandate to 
re stable prices) might stand a chance— 
tter chance, most likely, than a system 
relied on the countervailing political 
it of other governments committed to 
inflation. The difference between the 
approaches is simple: the first tries to 
e monetary policy out of the political 
na, the other leaves it there. 





ere we came in 


ne early beginnings of monetary manage- 
ent, the economic principles that underlie 
ie prejudice matrix, and the more recent 
story of exchange-rate arrangements do 
nt to a clear and usually neglected con- 
usion. The debate about fixed, managed 
floating exchange rates is only half a de- 
e. The missing half is domestic monetary 
jlicy. Comparing fixed rates with floating 
ts you nowhere. It is necessary to compare 
inct monetary regimes (currency system 
: monetary policy). Bretton Woods and 


they are chalk and cheese. 

Once clear about that, it is possible to 
ask how well different regimes score against 
the three main criteria of the prejudice ma- 
trix: control over inflation, use of the ex- 
change rate as an instrument of policy (to 


the extent that this is useful), and access to 


the benefits (such as they are) of integrated 
world markets. Table 2 does this for some of 
the regimes already discussed. 

In one vital respect the pre-1914 gold 
standard stands apart. It was simultaneously 
both an exchange-rate system and a domes- 
tic monetary policy. A unit of currency was 
redeemable for a fixed weight of gold. If the 


government issued more currency than the _ 


public wanted to hold, people got rid of the 








































excess by ie it. If this pushed up 
prices (including the price of gold), people 


could redeem currency for gold that was 


now worth more than the face value of their 
notes. The excess supply of currency, and 
with it the upward pressure on prices, was 
automatically drained. from the economy. 

Despite the cheating of the monetary 
authorities, the gold standard was therefore 
very good at controlling inflation. Naturally 
it was also very good at stabilising curren- 
cies. All it lacked was the (dubious) benefit 
of the exchange rate as a policy tool. 

To control inflation, the other regimes 


all depend on the. successful conduct of | 


monetary policy—and a quite different sort 
of monetary policy. In effect, the gold stan- 
dard fixed the price level (by defining the 
currency's value in terms of a real commod- 
ity), and then provided a mechanism (arbi- 
trage between currency and gold) to force 
the supply of money into line. Modern mon- 
etary policy approaches the problem from 
the other side: by controlling interest rates, 
it fixes the money supply (or tries to) in the 
hope that prices will then do the moving 
into line. 

The trouble with the modern approach 
to monetary policy is that it depends on two 
links: the link between interest rates and the 
money supply, and the link between the 
money supply and the undefined price level. 
In the past 15 years both of these have 
proved disappointingly unreliable. Cur- 
rency systems as dissimilar as floating and 
monetary union therefore have something 


important in common. Neither guarantees - 


low. inflation—still less, s stable prices. A 


the ERM are not thar far apart « on the fixed ` 
to-foating. Spectrum; as monetary regimes 





common currency wou uld deliver hé RE 
fits of greater integration of world markets 
at the cost of ruling out exchange-rate ad- 
justments. But its inflation rate would de- 
pend on the system’s central bank. That is 
why a single currency for the world might be 
a blessing on a large scale or a disaster on a 
large scale—in any event, a gamble. 

. Yet the world is undoubtedly moving in 
this direction. Currency union in Europe is 


not merely contemplated, it is something to 


which many governments have now com- 
mitted themselves. Beyond Europe, disen- 
chantment with exchange-rate volatility is 
growing. Left to itself, this volatility is sure 
to increase, because short-term capital will 
flow across borders ever faster. Meanwhile 
technology is making every economy ever 
more open to trade: even America, with its 
massive domestic market, is now painfully 
aware of its trade with other countries. Ris- 
ing living standards in the developing wor 
and the economic revolution in Eastern 
rope will push the same way. Demands for a 


stable international unit of account will 


grow over the coming years. 


No going back 
The world will not return to the gold 
standard—nor should it. As the history of 
the Bretton Woods system showed, modern 
governments are now big enough to rig the 
gold market, or the market for any other sin- 
gle commodity, without much trouble. 
Moreover, the price of gold can be knocked 
about by miners' strikes in Russia and South 
Africa, or by other random events. Why 
make prices hostage to such contingencies? 
These drawbacks were understood 70 vears 
ago, and a brilliant economist called Irving 
Fisher proposed a way round them. In the 
past few years a small band of economists 
have blown the cobwebs off this plan; in its 
newer versions, it is generating interest and 
(a promising sign) controversy. 
e idea is simple. Instead of defining* 

unit of the currency to be worth a fixed 
weight of gold, define it to be worth a speci- 
fied basket of goods— the bigger the basket, 
the better. Then, instead of promising to re- 
deem the currency for a fixed weight of gold, 
promise to redeem it for however much gold 
(or some other marketable asset, it makes no 
difference) is needed at current market 
prices to buy the basket. The system would 
be quite immune to the ups and downs of 
the gold market. But it would switch on the 
same arbitrage mechanism that the gold 
standard used to regulate the money supply, 
and thus stabilise the prices of the goods in 
the basket. 

Fisher called it the compensated dollar. 
A better name would be the purchasing- 
power standard. If the world is one day go- 
ing to have a common currency, this might 


be the safest way of ensuring that it is a non- 
inflationary one. 
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ne guardians at China s gate 
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Deng, Yang and Li, ready for all democratic comers 


N Romania's. dictator, Nicolae 
Ceausescu, was overthrown and exe- 
ted last month, students in Beijing 
hed little bottles to celebrate. Little bot- 
tles? Romanians might be puzzled, but the 
symbolism was not lost on China's supreme 
leader, Mr Deng Xiaoping: one meaning of 
the sound xiaoping is “small bottle". It was 
not the first time he had run across this mis- 
chievous form of protest. The students did 
the same thing last spring in Tiananmen 
Square, before Mr Deng sent in the tanks. Is 
there any chance this time that China will 
follow Romania and the rest of Eastern Eu- 
rope into anti-communist revolution? 
Precious little—though you would 
never know it from the way China's nervous 
leaders have reacted. They were fond of 
Ceausescu, whom they hailed until almost 
the end as a socialist hero; he returned the 
compliment by trying in his last days to pull 
off a Tiananmen of his own. Mr Deng and 
his colleagues have watched the great events 
in Eastern Europe with increasing dismay. 
Even before Romania fell, they had made it 
clear that they intended to wall China off 








from the democratising currents in Euro- 
pean communism. The shock of Stalinism's 
sudden collapse in Romania—and (perhaps 
even more) of the Ceausescus’ personal 
fate—made them redouble their efforts. 

Undercover policemen were moved on 
to Beijing's campuses, and the People's 
Armed Police were put on higher alert. An- 
nouncements were made banning unauth- 
orised "gatherings, rallies or demonstra- 
tions...in Tiananmen Square"; and the 
Politburo met at least twice to discuss 
Ceausescu's fall. Just before the new year, 
troop movements in Beijing were rumoured; 
Hongkong's stockmarket was sent into a 
sharp decline. The prime minister, Mr Li 
Peng, told security forces to "keep vigilant 
and fight firmly against any hostile forces 
that try to subvert the socialist system in 
China and threaten the security of the 
motherland”. Perhaps Mr Li was thinking 
of a short-lived poster at Beijing University 
that showed Ceausescu as a dog and com- 
mented: "One dog is dead; three remain”. 
The remaining ones were named: Mr Deng, 
Mr Li and President Yang Shangkun. 
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China’s dogs, however, are of a differ- 
ent breed. Eastern Europe’s communists 
were installed in power by Soviet arms. Chi- — 
na's won the right to rule (the “Mandate of — 
Heaven”, as earlier dynasties called it) 
through a bloody civil war against the cor- _ 
rupt Kuomintang of Chiang Kai-shek. For — 
most Chinese, especially the 800m who live 
in the countryside, China's communist gov- _ 
ernment is still a legitimate one. After all, - 
the madnesses of Mao's cultural revolution 
are long gone, succeeded by a decade of — 
Dengist economic liberalisation that tripled — 
peasants’ incomes and gave them radios, re- 
frigerators, even colour televisions. ] 

Mr Deng and company nonetheless do | 
have some reason to worry. They feel heav- " 
en's mandate slipping from them. Mr Deng | 
is 85; Mr Yang, a comrade turned rival, is — 
83. A successor, therefore, will have to be 
found soon, though not necessarily as soon 
as the vacancy occurs: the inevitable leader- 
ship struggle could be protracted, since nei- — 
ther the party boss, Mr Jiang Zemin (Mr — 
Deng's third heir apparent in three years), - 
nor Mr Li has much of a power base. Š. 

The deeper reasons for the leader- 
ship's disquiet go beyond personal- 
ities. Leave demands for political 

liberty aside. Mr Deng's economic re- — 
forms alone are in trouble for attempt- 
ing the impossible: to reconcile a com- 
mand economy with the market. Part of the | 
diffculty.is economic. The clamp on ctedit i 
that has brought inflation down to an an- 
nual rate of around 7%, from more than - 
25% last spring, risks both recession (indus- _ 
trial output in October declined for the first ? 
time in a decade) and unrest. 

But to buy off unrest, the suppl oe 
money will have to be eased—thus fuelling — 
inflation once again. Thousands of € 
workers laid off last year on 70% pay are - 
now idling back at their factories on full pay - 
(albeit without their bonuses). The State - 
Statistical Bureau has now revealed that in 
the first 11 months of 1989 wages were more - 
than 1696 higher than in the same period of - 
1988; productivity per worker was up by 
only 1.596. No wonder: central planners 
such as Mr Li and his deputy, Mr Yao Yilin, 
are doggedly discriminating against private 
businesses in favour of the grotesquely inef- 
ficient state sector. 

Party politics is also involved in Mr - 
Deng's attempt to have it both ways on the - 
economy. “Dual-track” pricing, for exam- E 
ple, has meant that the same goods are avail- 
able at both fixed and free prices. The pre- 
dictable result has been rampant - 
corruption. Since those best placed to be 
corrupt are the 47m members of the Com- 
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munist party, cynicism about the party is as 
deep as it is broad. The combination of high 
inflation and base corruption was one of the 
main motives that impelled hundreds of 
thousands workers to join the students in 
Tiananmen Square last spring. 

The demands for a clean-up cannot be 
met. The party will not punish its own, nor 
will it consult the people. That would call 
into question its right to rule. And what 
then? For an answer China’s leadership, 
bunkered in its Zhongnanhai complex in 
Beijing, need look no farther than Bucha- 
rest. A bitter Mr Deng blames Mikhail Gor- 
bachev for allowing events to run their hor- 
rifying course in Eastern Europe. In 
December Mr Deng gave the cold shoulder 
to Mr Valentin Falin, the head of the Soviet 
Central Committee’s international depart- 
ment and the most senior Soviet visitor 


FROM OUR HONGKONG CORRESPONDENT 


W:E China frowns, Hongkong 
shudders. With China now scowl- 
ing almost daily, the British colony, due 
to revert to Chinese sovereignty in 1997, 
is getting the shakes. In the past three 
weeks alone China has condemned ef- 
forts to give Hongkong a bill of rights; 
has denounced the British government's 
proposal to give 225,000 Hongkongers 
the right to live in Britain; and has an- 
nounced the arrests of five men from 
Hongkong and Macau on charges of 
helping dissidents flee China. 

It is hardly an encouraging overture 
for the visit to Beijing on January 10th- 
12th of the colony's governor, Sir David 
Wilson, and the visit to Hongkong on 
January 13th-l6th of Britain's foreign 
secretary, Mr Douglas Hurd. Sir David 
has the job of allaying Chinese suspi- 
cions that Hongkong will prove a centre 
for dissent and "subversion" after 1997; 
Mr Hurd will be trying to calm Hong- 
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The contradictions cannot be borne for- 
ever—but there is no reason they cannot be 
put up with for a long time. China’s leaders 
are in fighting mood. Mr Qian Qichen, the 
foreign minister, last month explained away 
as "policy blunders” the turn of events in 
Eastern Europe. “Socialism has not failed,” 
he said, “and neither are there any grounds 
to claim that capitalism has succeeded." Mr 
Jiang, the party general secretary, followed 
suit in his new year message: history has al- 
ways advanced in a zig-zag fashion and 
"we'll surely be able to grasp the rules of his- 
tory and win the final victory." The way to 
that "victory", China's rulers seem to have 
concluded, is to follow countries like North 
Korea, Cuba and Albania into wilful isola- 
tion. A China grown increasingly poor and 
repressed may remain there for many new 
years to come. 


kongers' fears that China will rob them 
of their freedoms. The two aims may well 
be incompatible. If they are, which will 
Britain deem more important? 

The choice cannot be delayed for 
long. After Mr Hurd ends his visit to 
Hongkong, a committee appointed by 
China will meet in Canton to put the fi- 
nal touches to the Basic Law, the con- 
stitution under which Hongkong will be 
governed after 1997. 

Those finishing touches are unlikely 
to be delicate. The law's drafters declared 
last month that only 18 members of a 60- 
member Legislative Council (Legco) 
should be directly elected by Hongkong's 
voters after 1997—a slap in the face of 
today's Legco, which called for a third of 
the seats to be chosen directly in 1991 
(none is at present), half by 1997, two- 
thirds by 1999 and all by 2003. The Basic 
Law's drafters also want to limit the role 
of foreign passport-holders in Hong- 
kong’s future affairs. They add for good 
measure that any supposedly supreme 
bill of rights Britain tries to bring in for 
Hongkong after March—something the 
British have already advocated—will 
play second fiddle to the Basic Law. 

Hongkongers are waiting to see 
whether Mr Hurd will seize the occasion 
of his visit—for example, by announcing 
direct elections to 20 Legco seats in 
1991 —to dictate the pace of Hongkong's 
democratisation regardless of what Chi- 
na’s Basic-Law drafters want. Or will he 
follow the British Foreign Office's well- 
known sinophilic preference for "con- 
vergence” with China's views? The first 
course would infuriate China; the sec- 
ond would disappoint Hongkong. In one 
respect it will not matter: Hongkong's 
worried emigrants will keep departing 
whatever Britain now does. 





Japan 


Unbudgeted 


FROM OUR TOKYO CORRESPONDENT 


ISCAL virtue is proving to be more than 

just its own reward for Japan's ruling- 
party politicians. The budget the cabinet ap- 
proved in the pre-dawn hours of December 
28th makes enviable reading for any other 
country's finance minister. Thanks to ex- 
pected real growth in domestic demand of 
4.6% (down from perhaps 5.6% for this fi- 
nancial year), tax receipts in the 1990 fiscal 
year, which begins on April Ist, are forecast 
to zoom ahead by 1596. For the second year 
in a row overall spending goes up by 9.796 
(to Y66.3 trillion, or $460 billion at today's 
exchange rate). Even so, the central govern- 
ment's budget deficit is down by more than 
a fifth, to less than 1.5% of cnr (add in | 
governments and Japan will be running 
surplus of perhaps 2% of GNP). The govern- 
ment has, a year ahead of schedule, achieved 
its decade-old aim of issuing no more deficit- 
financing bonds. 

So much for rectitude. This is clearly a 
pre-election budget, with its handsome in- 
creases in spending on health, welfare and 
pork-barrel public-works projects (as well as 
the now customary big rises for defence—up 
6.196, compared with 5.996 last year—and 
foreign aid, which goes up by 6.996). The 
Ministry of Finance was happy to go along 
with a little electioneering, especially since 
its overall ceiling was not tampered with. It 
is not too far-fetched to suppose that the 
ministry's civil servants are glad to do what 
they tactfully can to keep the Liberal Demo- 
crats in power when polling day (probably 
February 18th) rolls around. The finance 
bureaucrats think-it is bad enough that the 
Socialists already control the upper house of 
parliament, where they can block all sorts 
legislation. It would be far worse, the tr 
sury men reckon, on the budget and other 
matters, if the ruling party were now to lose 
its majority in the lower house. 

Even though deficit financing has now 
been stopped, except for construction 
bonds, the government has a huge debt to 
service: it is equal to 49% of GNP, one of the 
highest ratios among the big economies. 
Debt servicing is up by more than 2296 in 
the new budget. So, most of the scope for 
shifting spending to vote-winning causes has 
come in the money the central government 
stuffs into the pockets of local governments: 
that is up by more than 1496. Here and 
there, a more direct dip into the pork barrel 
has been allowed— notably Y2.1 trillion for 
the extension of bullet-train lines to places 
where no one wants to go, but where farm- 
ers are threatening to desert the ruling 


A few Japanese are asking why, in these 
heady Gorbachev days, defence spending 
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Ins and outs 
Japan's budgets 
V trillion 


General account budget 

Income 663 +97 
Tax revenues 58.0 +13.7 
Non-lax revenues 13 +33.3 
Government bond issues* 5.6 —20.8 
Proceeds from NTT share sales 13 00 

Spending A 663 +97 


^ 
FY90 change 


General spending, of which: 354 439 
Social security 9 116 +66 
Public works 2 62 +03 
Education and science 51 +3.6 
Defence 9 42 +61 


Pensions 
Debt service 
Local government grants 


18 —1.0 
14.3 +225 
153 +143 

13 0.0 


should still be going up by 6% a year. Mind- 
ful both that the cold war remains chilly in 
north-east Asia and America still wants Ja- 
pan to pay more for its own defence, the 
cabinet was happy to ignore such thoughts 
for this year and follow the finance minis- 
try's recommendation. On foreign aid, by 
contrast, the cabinet went well beyond the 
suggested figure. The new sum will make Ja- 
pan indisputably the world’s biggest aid do- 
nor. Surprisingly, this goes down well with 
rural voters; the Liberal Democrats will not 
be shy about pointing to it. 

That leaves only the little matter of get- 
ting the budget through parliament. This 
will have to wait on the election. The latest 
polls suggest that the Liberal Democrats will 
just about squeak home. But their majority 
will, at best, be much reduced, and they are 
e to have to make plenty of compro- 

ises with the freer-spending Socialists to 
get the budget passed. This is the only big 
worry for the bureaucrats who keep the 
purse-strings. 








South Korea 
Ringing out 
the old 


OST people’s idea of torture on new 
year's eve would be to spend 14 hours 
watching a televised parliamentary hearing. 
Yet South Koreans were glued to their sets 
on Sunday as Chun Doo Hwan, the bald, 
taciturn man who used to be their president, 
appeared before the National Assembly to 
give testimony about the misdeeds that took 
place while he was in office. 


Mr Chun left the presidency peacefully 
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in February 1988, but left his successor a 
party packed with his own men, and a series 
of unanswered questions about his years of 
rule. Corruption and embezzlement by his 
friends and relations were one issue. A big- 
ger one was the incident at Kwangju in 
1980, when at least 200 peaceful demon- 
strators were killed by the army. 

These unpleasant matters have dogged 
the government of Mr Chun's democrati- 
cally elected successor, President Roh Tae 
Woo. They were not laid to rest by the for- 
mer president's public apology in November 
1988; nor by his subsequent retirement to a 
Buddhist monastery in the remote moun- 
tains; not even when he handed over $30m 
to the government. Mr Roh was forced to 
spend most of last year searching for a deal 
between the ex-president and the opposi- 
tion parties that would get the past off his 
back. The formula eventually agreed on was 
complicated. Mr Chun would appear before 
parliament, relevised but not-quite live (the 
broadcast was delayed for an hour), and an- 
swer 125 previously submitted questions. 

In the end the script was torn up. Mr 
Chun apologised again and swore that he 
would prefer death to exile; but he failed to 
cast much light on what happened during 
1980-88. Angry opposition legislators dis- 
graced themselves by shouting and brawl- 
ing. One grabbed the ex-president by the 
shoulders; another threw something at his 
chair. Mr Chun promptly returned to his 
mountain-top temple—and Mr Kim Dae 
Jung, leader of the biggest opposition party, 
going back on a deal with the government, 
said he should be charged with perjury. 

Despite the air of fiasco, Mr Chun’s ap- 
pearance and the backroom deal that went 
with it probably accomplished Mr Roh’s 
main purpose: getting people to turn their 
backs on the Chun era. Most people at last 
seem to accept that Mr Roh's government 





Back to the mountain-top 






ASIA — 
has little in common with its predecessor. 
Two prominent newspapers ran cartoons 
this week which made it clear that they view 
the Chun business as unsatisfactorily 
wrapped up but finished nonetheless. 
Whether coincidentally or not, it all 
gave Mr Roh the chance, which he has — 
needed, to do a little housecleaning. He © 
forced Mr Chung Ho Yong, a powerful 
hardline henchman of the ex-president's, - 
out of the ruling Democratic Justice party | 
just before Mr Chun's parliamentary ap- 
pearance. Mr Chung had been the last 
prominent Chun supporter still in a posi- — 
tion of authority. ; 
The president still has to be careful. Last — 
week he also fired the chairman of the ruling _ 
party, Mr Park Jung Kyu, for talking out of 
turn about the kind of party reorganisation _ 
he would like to see. Yet Mr Park's view— — 
that the ruling party should be dissolved 
and replaced with a more centrist organisa- — 
tion in time for the presidential election due 
in two years—has wide support in the party 
and could well resurface. Perhaps next time 
under Mr Roh's patronage. 





Cambodia r 


Harvest time? 


FROM OUR BANGKOK CORRESPONDENT 



















HINK of Battambang as a piece of fruit, - 
Cambodia’s guerrillas say. The provin- — 
cial capital menaced by the Khmers Rouges - 
will, they go on, get ripe, then rot, then fall. - 
They say that Sisophon to the north, under - 
the guns of the non-communist Khmer Peo- — 
ple's National Liberation Front, is the same. - 
As if to prove their point, guerrillas of — 
the three-part opposition movement were - 
claiming various modest successes this week. — 
Khmer Rouge radio ended 1989 with a call 
for the capture of the famous temple com- | 
plex of Angkor Wat and the nearby provin- — 
cial capital of Siam Reap (see map on next 
page). And followers of Prince Norodom Si- 
hanouk, the head of the guerrilla coalition, — 
claim to have overrun several enemy out- — 
posts near the town of Samrong in the 
north-west and to have destroyed a few | 
tanks in the process. Is the fruit ripening? 
Cambodian horticulture may not be 
much on the mind of Mr Michael Costello, 
an Australian diplomat who on January 3rd 
began his second shuttle through South- 
East Asia trying to discover whether his — 
country's plan for an end to the fighting has 
any hope of success. But the fate of the guer- 
rilla strategy certainly is. Optimists say that, 
for all the boasting by the guerrillas, they are 
doing no more than nibbling at the edges of. 
Cambodian government positions; but that, - 
at the same time, Mr Hun Sen's Vietnam- 
backed government is less confident than it 
was in August, when it stood firm at the 
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FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


PARE a thought for the 300,000 dis- 
placed Cambodians trapped in camps 
along the Thai border. Their lives are 
nasty, brutish and often short. And they 
have little hope of things getting better. 
The extent to which violence has be- 
come a part of their lives is clear in chil- 
dren's drawings done to celebrate United 
Nations Human Rights Day last month. 
At Site 2, a sprawling town built entirely 
of bamboo and mats which houses 
148,000 Cambodians under the control 
of the Khmer People's National Libera- 
tion Front (KPNLF), one seven-year-old 
drew a picture of Khmer Rouge troops 
chopping people up with axes. Another 
. child painted Vietnamese soldiers raping 
| Cambodian women. In Site 8, a Khmer 
|. Rouge-controlled camp with 33,000 in- 
|| mates, a child drew a careful picture of a 
man in black pyjamas aiming his rocket 
launcher at a Red Cross ambulance. 
Most of these young artists were born 
in the camps and have never been allowed 
out. They can draw weapons in detail but 
would not know a water buffalo if it sat on 
them. In the Vietnam war their parents 
suffered from North Vietnam's use of 
Cambodia as a supply route tc the south, 
and from the aerial bombardment the 
Americans used to try to block the route. 
Then came mass slaughter and famine un- 
der the Khmers Rouges, invasion by Viet- 
nam, and now the fighting between four 


ir 
| 


factions—three opposition groups and 





= Paris peace talks against power-sharing with 
the opposition. If so these are, it would 
seem, ideal conditions for compromise. 

The two non-communist guerrilla fac- 
tions ought to be malleable. The Siha- 
noukists' trumpeted advance on Samrong 
‘cannot disguise the fact that they are mak- 
ing little progress towards capturing the 


No place for children, or grown-ups 
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SITES 2 AND 8 


the Vietnamese-backed Hun Sen govern- 
ment in Phnom Penh—for control of 
Cambodia. 

At least the border-camp Cambodians 
receive regular if monotonous food: the 
weekly ration is 3.8 kilos of rice and seven 





In the front line 


cans of fish per person. And between 8am 
and 4.30pm there are lots of relief workers 
trying to make their lot more bearable. 
But after 4.30pm the relief workers have 
to leave and the opposition factions, aided 


town itself. The only success of the KPNLF's 
fighters has been the capture of the small 
government garrison of Svay Chek. This 
has brought them a step closer to Sisophon, 
but that is a harder target, occupied by more 
than a division of government soldiers and 
surrounded by flat, open country. Even if 
the KPNLF men take it, it may be due as much 
to their having bought off government com- 
manders as to their military prowess. 

The Khmers Rouges are, as usual, more 
mysterious—and disturbing. Last month 
they reported the capture of Anlong Veng, 
at the junction of routes 69 and 67. Route 
69 leads to Samrong; route 67, conve- 
niently, to Angkor Wat. Diplomats believe 
this report—as well as Khmer Rouge claims 
of cut road and rail links between Battam- 
bang and Phnom Penh. But the Khmers 
Rouges may be aiming not at capturing 
Battambang, simply at keeping government 
forces tied down in border provinces while 
they themselves move closer to the capital. 

What can Mr Costello make of this? He 
began by meeting Mr Khieu Samphan, the 
Khmers Rouges’ front-man, in Bangkok. 


Lawlessness is worst in Site 2, mainly 
because it is the biggest camp, but also be- 
cause the KPNLF is split by a political feud. 
Such arguments are often settled with gre- 
nades. According to Khmer employees of 
several aid agencies, the vast majority of 
Site 2's inmates would like to go home, 
whether or not fighting continues inside 
Cambodia. They will not be allowed to. 
Without them, the KPNLF loses it main 
claim to popular support and that Protec- 
tion Unit loses its livelihood. 

There is less crime and domestic vio- 
lence in the Khmer Rouge camps. “They 
run a tight ship here; it's like a Mafia 
neighbourhood," says a relief worker. 
The shadowy Committee of Nine, which 
runs the camp, allows the inhabitants, | 
most of whom are there against their 
wishes, to start a monastery in the camp, 
as well as classes for traditional Khmer 
dance and art. But beneath this veneer of 
civility the committee is stern. A common | 
punishment is to be sent to Phnom Dey, a 
Khmer Rouge logistics base, to serve as a 
porter. Many who go there lose limbs in 
the minefields along the border. One of 
the worst offences is to complain to visit- 
ing relief workers or journalists. 

The only good news is that the opposi- 
tion's recent gains have pushed the fight- 
ing out of range of the camps. The calm 
will not last. Either the resistance groups 
will try to move their people into Cambo- 
dia so that they can claim to control popu- 
lated areas, or the Hun Sen regime's ex- 
pected dry-season offensive will push the | 


by Thailand's Displaced Persons’ Protec- guerrillas back to the border—and the | 
tion Unit, take over. camps will be in the front line again. 


The Khmers Rouges and their Chinese 
backers sound sympathetic to the Austra- 
lian proposal, which calls for the UN to 
Cambodia until elections are held. “Soun M 
is the operative word. The Khmers Rouges 
still want not the UN but a four-sided Cam- 
bodian government including them to run 
the country before an election. Prince Siha- 


nouk, predictably, is blowing hot and cold 
about the idea of the opposition giving up, 
as part of a transition, the UN seat it now 
holds on Cambodia's behalf. Mr Hun Sen is 
willing to talk, but no more than that. The 
big decisions are still likelier to be taken in 
Beijing, Moscow and Hanoi than in Battam- 
bang, Phnom Penh or anywhere in between. 


India’s chief justice. In an article on the Indian 
election campaign (November 18th) we said that 
the chief justice of India's Supreme Court pre- 


sented an award that week to a Calcurta-based 
astrologer. The chief justice informs us that he nei- 
ther knows the astrologer nor presented him with 
any award. Apologies for our clouded crystal ball. 
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St George and the bogeyman 


WASHINGTON, DC 


Christmas decision to send troops 
into Panama has gone down well at 
home. A Gallup/Newsweek poll found that 
8096 of Americans approved of the inva- 
sion. Among Democrats, normally suspi- 
cious of Republican Ramboism, 1496 did so. 
Such support is partly a backhanded testi- 
ny to Mr George Bush's success in turn- 
9. General Manuel Noriega from a small 
mosquito into a formidable dragon and 
then capturing the reptile. He may have 
more trouble explaining why the toppling of 
Mr Noriega makes no difference to Ameri- 
ca's drug problem. 

Not surprisingly, only a handful of 
muted Democrats expressed any doubts. 
They were soon swept aside, partly because 
events in Romania pushed Panama out of 
the headlines. In fact grumbling about Pan- 
ama has mostly been along the lines that Mr 
Bush should have acted earlier—at the time 
of the May elections that Mr Noriega an- 
nulled, say, or in more effective support of 
October's bungled coup. Or the administra- 
tion could have been more decisive in 1988 
when Mr Noriega might have left Panama in 
exchange for America suppressing the Flor- 
ida indictments of him for drug-dealing. 
Now he will face those charges. 

As invasions go, the biggest commit- 
rd ment of American troops abroad since Viet- 

P nam did not go badly. Though resistance 
was fiercer than expected, American casual- 
ties were few. The co-ordination snafus that 
beset the Grenada invasion in 1983 were 
not repeated. And in the end Mr Bush could 
claim that all his goals were 
achieved. 

The Reagan adminis- 
tration turned Mr Noriega 
from an unknown figure 
into a public bogeyman and 
then suffered the conse- 
quences as the bogeyman 

umbed his nose at Amer- 
ica for two years. Scorning 
the administration's failure 
to dislodge him became a 
favourite Democratic pas- 
time. Indecision during the 
coup in Panama last au- 
tumn gave Mr Bush the 
worst moment of his presi- 


dency. Now, despite Mr 
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Noriega's embarrassing success at wriggling 
free into Vatican hands for Christmas, the 
bogeyman is in America and Mr Bush can 


Mr Noriega's capacity to embarrass may 
not be at an end if one is to believe the wish- 
ful cynics on the left who foresee a trial in 
which he exposes real or imaginary links 
with Washington, starting from his sup- 
posed days with the CIA when Mr Bush was 
its head in the 1970s and not ending with 
his meeting with Vice-President Bush in 
1983. But as experience with the Iran-contra 
trials is showing, this is more likely to turn 
into a tedious irritant for Mr Bush than a 
real danger as the Noriega defence lawyers 
demand disclosure of CIA documents and 
lead the court into a legal morass. 

The toppling of Mr Noriega was sold to 


the public as a big blow to drug traffickers, 
even more significant than the killing in Co- 
lombia of Gonzalo Rodriguez Gacha a few 
days earlier. The removal of both men m: y 
help. But it would be fanciful to expect a 
lasting impact on the flow of cocaine. 
Worse, the first effect of the invasion. 
was that the Peruvians stopped their co-op- 
eration with America over drugs (chey y 
grudgingly resumed it later); and Peru’s 
president, Mr Alan Garcia, decided proba- 
bly not to attend the drug summit between 
Mr Bush and Latin American leaders in 
Cartagena, Colombia, on February 15th. 
Bolivia too may pull out, though the Ameri- 
cans still say the summit will go ahead. As a 
big coca producer, Peru is more crucial to 
stopping drug trafficking than Mr Norieg a 
could ever have been. E. 
It has become accepted wisdom : 
Washington that, Cuba and Nicaragua 
apart, Latin American denunciations o te i 
actions are mostly ritual; secretly, they ap 
prove of them just as any believers in deme 
racy should. But a long American oc 
tion of Panama may make it harder to g 
united Latin American support should Pied 
ident Daniel Ortega interfere with or even 
cancel Nicaragua' S February elections. 
The invasion raises two other issues. 
One is whether it presages similar a 
anywhere else. Some analysts argue dd 
the communist threat recedes, Ame ica 
could or should use its muscle to enforce c " 
mocracy round the world. It recently did se 
to good effect to support Mrs Cory Aquino 
against an attempted coup in the 
pines. And Mr James Baker, the secretary ol 
state, at one point suggested that We 
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g Maxatollah 


PANAMA CITY 



















éé O is the second most unpop- 
ular general in Panama?" asked 
|| American servicemen in a pre-invasion 
. joke. Answer: General Manuel Noriega. 
. General Maxwell Thurman, the head of 
- Southern Command and now, in effect, 
N the military governor of Panama, is a 
controversial figure who is cursed by his 
— staff for making them work too hard and 
-criticised by the rest of the world for 
some of the curious happenings in re- 
= cently occupied Panama. As com- 
| mander, the responsibility is his. But he 
. is not quite the powerful "Mad Max” fig- 
. ure he is made out to be. 
| General Thurman, due to retire after 
(35 years in the army, had already had his 
= retirement party when Mr Dick Cheney, 
.. the defence secretary, handpicked him to 
. run Southcom. The invasion of Panama 


is his first combat command except for a 
six-month stint in Vietnam. He is said to 
have an Anglo-Saxon mindset; he cer- 
tainly has no particular knowledge of 
Latin America or its people. His experi- 
ence, which is considerable, has been 





organisation. 

The invasion plan was largely con- 
cocted by his predecessor, General Fred 
Woerner, who was ousted from the 
Southcom job because he disagreed with 
the way Mr Bush was handling the re- 
gion. Military sources say that the inva- 
sion was carried out almost exactly as 
General Woerner had planned it. And, 
add military men, the officer most re- 
sponsible for day-to-day operations is not 
General Thurman but Major-General 


Marc Cisneros, a man of action and a flu- 
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Keeping it under his hat 





no-ommented," said Mr Baker, when 
found out. 
Since then, Mr Baker is said to have let 


ent Spanish speaker. General Thurman, 
they say, was in the right place at the 
right time. 

The general is an austere man, aus- 
terely brought up. Educated at a semi- 
nary, he and his brother (a retired lieu- 
tenant-general) are both bachelors; his 
sister is a nun. A demanding taskmaster, 
he was known, when he was vice-chief of 
staff for the army, as ""Maxatollah". In 
Panama, during the few weeks he was 
there before the invasion, he made him- 
self unpopular with his staff by calling 
meetings very early in the morning. "To 
work is to live, to rest is to die," he told 
his staff. He will not be short of work in 
Panama. 


mainly in training, management and 
I 










apport the Romanian rebellion. 


pact troops should similarly intervene to 


* ‘Could a new Bush doctrine of benevo- 


James Baker 


Did he cross his 


it be known privately to favoured newsmen 
that he himself disapproved of both visits. If 
true, that is in keeping. Mr Baker is a special- 
ist at being on the popular side of a contro- 
versy. And though the fuss about the China 
visits was swiftly buried beneath the Roma- 
nian revolution, the Panamanian invasion 
and the Christmas holiday, Americans were 
dismayed by this further evidence of the ad- 
ministration's keenness to court the Chi- 
nese leaders. The first Scowcroft visit ex- 
plains Mr Bush's reluctance to be too 
critical of China during the summer. 

It is not yet plain whether Mr Scowcroft 
got any human-rights pledges from the Chi- 
nese. He may have negotiated a deal that 
would allow Mr Fang Lizhi, a dissident as- 
trophysicist who with his wife took shelter 
in the American embassy in June, to leave 
the country. 

Mr Baker is consistently portrayed as a 
man of good sense, with nice instincts, with 


x 


ent intervention be in the making? Proba- 
bly not, for both the Philippines and Pan- 
1 were special cases, not least because of 
Presence of American bases. But the re- 
cent American declaration that it has the 
"e to arrest drug offenders anywhere and 
ts decision to patrol the coast of Colombia 
d carry its own dangers. 
. The second issue is Mr Bush's own as- 
sertiveness. The Philippines, Panama and 
he mistaken overture to China have dis- 
posed of the old claim that he is too timid, at 
east in his foreign policy. Yet 1989 has 


whom everybody can feel safe. It was out of 
character for him to be caught out in a fib. 
For nobody is more adroit than Mr Baker at 
avoiding the mud. 
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66TT IS the first time we've had high-level 

United States officials go to the Peo- 
ple’s Republic of China," said Mr Jim 
Baker, the secretary of state, explaining on a 
television chat show on December 10th why 
Mr Brent Scowcroft, the national security 
adviser, and Mr Lawrence Eagleburger, the 
deputy secretary of state, had turned up in 
Beijing that weekend. The trouble is that Mr 
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Redistricting 
Drawing 
salamanders 


MES - 


own that liberal democracy will go on er was lying. N the 1980s, as in the previous decade, 
gaining supporters without Mr Bush's help. As Cable News Network reported a demographic trends favoured Republi- 
seid such as America's budget and week later, Messrs Scowcroft and cans. The conservative sunbelt gained popu- 


EE 


rade deficits or its education system or in- — Eagleburger had paid an earlier visit to lation while the liberal rustbelt lost people. 


deed the domestic e nexus that China in July, only weeks after the massacre “White flight" from the inner cities turned 
need presidential attention. So far there has in Tiananmen Square (and Mr Bush's an- urban Democrats into suburban Republi- 
deen too little sign of them getting it. nouncement that all high-level exchanges cans. Yet the Democratic hold on the House 
had been suspended). “I should simply have of Representatives tightened. This year the 
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census will confirm the rightward trend. But 
next year Democratic state legislatures will 
redraw the boundaries of House and state 
districts (and mostly Democratic governors 
will let them) the better to preserve their 
dominance. In short, gerrymandering time 
is nigh. 

The two-part process of deciding what 
the political map will look like in the 1990s 
begins again on April Ist. On that date the 
Bureau of the Census will find out how 
many Americans there are and 
where they live. When the num- 
bers are added up—officially by 
the end of the year, but the re- 
sults will be leaked sooner— 
Congress will use a statistical de- 
vice called the Formula of Equal 
Proportion to work out how 
many of the 435 congressional 
districts each state should have. 
ome states will lose seats; some 
ill gain them. This is reappor- 
tionment and it cannot but be fair. 

The scene then shifts to the states them- 
selves, where, in most cases, legislators will 
draw the new constituency boundaries for 
future legislative and congressional elections 
based on what Congress has worked out and 
on population shifts within the state itself 
(out of the cities, for example). This is re- 
districting, which can be anything but fair. 

In theory, the Republicans will benefit 
from reapportionment. It is already fairly 
clear which states will gain seats and which 
will lose them. California stands to get as 
many as six new members of the House; 
Texas four; Florida three; Arizona and 
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Magic million 


DETROIT 


HOUSANDS of abandoned build- 

ings dot the Detroit cityscape, grim 
testament to a haemorrhage of people un- 
paralleled in America's urban history. In a 
generation the city's population has been 
halved, from about 2m in the 1950s to 
(perhaps) Im today. The vital question for 
Detroit, symbol of America's industrial 
decline, is whether it has dropped below 
that magic I m figure. 

The census this year will decide the 
matter. Whatever the result, Detroit's im- 
age, political clout and wallet will all suf- 
fer: it will lose a congressional seat and 
bunches of state legislators. But if the city 
turns out to have dropped below the 
seven-figure mark, its sufferings will be 
more painful. 

It will lose money beyond what the lost 
legislators might have been able to wan- 
gle. Many federal and state programmes 
apportion their money partly on the basis 

of population statistics. The money adds 
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Georgia two each. All of these 
states except Georgia have, in 
varying degrees, been fertile ter- 
ritory for the Republicans over 
the past decade. Conversely, the 
states that are likely to lose seats 
are those with a stronger tradi- 
tion of favouring Democrats. 
New York and Pennsylvania 
may lose as many as three con- 
gressmen each; Michigan, llli- 


ity to control the redistricting. 
The Republicans 


trolled 28  legislatures, and 
shared power in seven others. 
(Where power is shared, incum- 
bents of both parties often help 
each other stay in office during 
redistricting and there is little 
change.) The Republicans had 
23 governors and controlled 14 
legislatures. (The missing state 
legislature, Nebraska's, is nomi- 
nally bipartisan.) Today the 
Democrats have 29 governors, 


control 28 legislatures and share power in 
13. Republicans, for all their efforts, control 
only eight legislatures—six fewer than in 


up quickly. According to a report by the 
Citizens Research Council, a Michigan 
public-interest group, for every 10,000 
people the city receives about $2.2m just 


in state revenue-sharing and money for 


transport. 


It gets worse. Several Michigan state 
laws apply only to cities with more than 
Im people (Detroit is the only municipal- 
ity to have qualified). Among other 
things, these laws permit Detroit to levy 
higher income taxes than any other city, 
as well as a utility tax which benefits the 
police department. The city, already in 
wretched financial condition, may have to 
beg the legislature—where it is none too 
popular—to keep these laws despite its 


population fall. 


The city is trying to ensure that as 
many people as possible get counted this 
year. The 1980 census is thought to have 
missed at least 696 of the country's black 
population. Detroit, which is about 7096 





nois and Ohio two each. The 
ability of the Republicans to 
make the most of this, however, 
will be hampered by their inabil- 


have 
worked hard and spent freely 
during the past decade to re- 
verse the Democrats' advantage. 
They have not succeeded. After 
the 1980 elections the Demo- 
crats had 27 governors, con- 
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Many of the governors and. 
state legislators who will control — 
redistricting will be elected this — 
November, in contests that 
doubtlessly will be fought even 
harder than usual. But Republi- 
cans can find little joy in this: 
much of their effort will be spent - 
defending what gains they e; 
already made. Among the big 
states that have governors’ contests this yee 4, 
are California, Texas, Florida and Illinois, - 
each of which now has a Republican 1 
governor. 

It will not be smooth sailing for em 
Democrats either. If Mr Pete Wilson, the — 
likely Republican candidate for governor of - 
California, succeeds the outgoing eere 
can incumbent, Mr George Deukmejiar 
the Republicans will be far better placed 
than they were a decade ago and may be able 
to undo much of the damage done to them — 
then by the Democrats. (Califor- 
nia’s political map is considered — 
a definitive work of gerryman- 
dering, a word coined from a 
Massachusetts state 
drawn like a salamander by Gc : 
ernor Elbridge Gerry in 1812.) — 

The Democrats will also 
have to fight Republican cha 
lenges in three big sta 
Michigan and Pennsylv: 
where there are now Democrz ^ 


L 
stri A 





governors. 
This is familiar ground for most politi- 
cians, but not everything will be the same as 


black, challenged the 1980 results in | 
court, losing on appeal. The Census Bu- — 
reau says it is trying to do better this time, - 


and it may, possibly, "adjust" the figures | 
to reflect the undercount. Detroit's best — 
hope could be a generous adjustment. 
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. last time. Three things will make their job 
harder, and the lives of lawyers easier. Chal- 
 lenges to the 1981 redistricting went on 
throughout the decade; the lastz—an order 
to redraw legislative boundaries in Arkan- 
| was handed down on December 5th. 
4 The Supreme Court, in a series of deci- 


sions stemming from redistricting i in 1981, 
Shas made it clear that egregious gerryman- 
- dering is a proper subject for the courts to 
— consider. It has failed, however, to give 
much guidance as to when the courts may 
"n. intervene. The likely result: lots of lawsuits. 
-. € The Bureau of the Census has created a 
—. mew, high-tech map of America called, de- 
— lightfully, TIGER (for, less delightfully, Topo- 
. graphical [Integration Geographic Encoding 
p Referencing). At its most basic, TIGER 
eans that anyone can quite cheaply buy a 
| detailed computerised map of any state—ac- 
© curate down to street level—loaded with de- 
. mographic data. Combined with other new 
technology this means that almost anyone 
will be able to draw their own political maps. 
— Likely result: lots of lawsuits. 
- @ The Voting Rights Act, rewritten in 1982, 
mplies that where possible minority dis- 
tricts must be created. This is most likely to 
affect the redistricting of state legislative 
ituencies (and may, in areas like Cali- 
fornia and northern Virginia, lead for the 
first time to Asian-majority districts). It 
could also change some congressional ones. 
Ironically this is providing the Democrats 
with their biggest fear: legislatures con- 
rolled by the Democrats may be required to 
Meannibalise” white Democratic districts in 
order to save black ones. More lawsuits. 
. All this leaves the pundits predicting 
at redistricting in 1991 will provide Re- 
E blicans with only a small net gain—per- 
ps ten new seats—in the House and a 
> slight i improvement in state legislatures. Not 
at all what they have been hoping (and pay- 
ing) for. But the lawyers will be happy. 
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Houston 


Looking up enough to host a summit 


HOUSTON 


HE last time it was America's turn to 

play host to the rotating economic sum- 
mit, President Ronald Reagan chose Wil- 
liamsburg, Virginia, a small town meticu- 
lously preserved in history. His successor 
has chosen Houston, a big, futuristic city 
with a short history. The choice was not a 
surprise: President Bush and two members 
of his cabinet call Houston home. The city is 
just emerging from the worst (and only se- 
vere) recession it has known. It is bouncy, 
dressed up and ready to welcome the eco- 
nomic summiteers next July. 

Convening on the handsome campus of 
Rice University—one of the America's rich- 
est universities—the leaders of the seven 
largest industrial countries will see a city 
much changed since the halcyon boom- 
then-bust of the 1970s and 1980s. People 
have stopped leaving; the economy is diver- 
sifying out of oil and land into an encourag- 
ingly wide variety of industries; the property 
market has perked up; unemployment, 
which has declined steadily since mid-1986, 
is now at its lowest level since 1982; the 
shop-owners say they had a record Christ- 
mas season. 

The summit is being billed as Houston's 
biggest public event since the Democratic 
party national convention met in the city in 
1928 (the keynote speech was by a 46-year- 
old New Yorker called Franklin Roosevelt). 
The city was furious when Atlanta, a master 





Summit peaks 


of boosterism, snatched the 1988 Demo- 
cratic convention from it; it confidently ex- 
pects one of the parties in 1992. The Hous- 
ton Grand Opera, the vast Texas Medical 
Centre, and the area’s top scientific and eco- 
nomic enterprises will all be on parade. The 
city is in an up-beat mood—or was until the 
Oilers got knocked out of the football play- 
offs by the hated Pittsburgh Steelers. 

About 3,500 media people are expected 
for the summit extravaganza. They are the 
ones the city is seeking to impress the most, 
hoping that the picture-takers and feature- 
writers will rise above the poverty and 
homelessness that continue to be stub- 
bornly high. Mayor Kathy Whitmire wo 

easy re-election to a fifth straight term m" 
1989, But she still faces some mighty prob- 
lems, including an understaffed police force 
that has tended in several recent incidents 
to shoot first and ask questions later. 

One gleam in Houston's eye is that the 
really big news at the economic summit 
might be a guest appearance by President 
Mikhail Gorbachev (who at least sent a let- 
ter to the economic summiteers in Paris last 
July). That would be up to the seven usual 
summiteers. At his press conference in Brus- 
sels after the Malta summit, Mr Bush said 
the chances of Mr Gorbachev attending 
were slim or none. But there's no harm in 
hoping. 
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' The earthquake homeless 


Unsheltered 


SAN FRANCISCO 


URING earthquakes, homeless people 

stand to lose less than most. But many 
"homeless" spend at least part of their time 
in cheap shelters. Last October's earth- 
quake in northern California, which 
knocked down 23,000 homes, did particular 
damage to buildings that house the down 
and out. Singleroom occupancy hotels 
(sROs), which fringe the centres of many 
American cities, shoddy derelicts of a better 
time, were damaged i in all the towns close to 
the epicentre. The result has been a surge in 
the numbers of homeless in the area. 

In San Francisco ten such hotels had to 
close, halving the city's capacity to shelter 

treet people. Oakland lost 900 units, which 
9. 1,600 people on the street to add to the 
6 000 already there; in Santa Cruz, closest 
to the epicentre, with all the low-rent hotels 
shut, the poor had only emergency shelters 
to live in. In Watsonville 100 families are 
still in tents or shelters. A group run by San 
Francisco lawyers, Public Advocates, esti- 
mates that there are now 48,000 homeless in 
the area, including more than 10,000 chil- 
dren—enough to fill a small town. 

The new homeless are dependent 
mainly on the Federal Emergency Manage- 
ment Agency (FEMA). But, arguing that its 
job is to replace housing lost in the disaster 
and not to help those who were homeless 
before it, FEMA requires proof of where 
somebody has lived for at least 30 days. 
Many of those who lived in sROs can offer 
no such proof. Welfare cheques do not 
cover a full month's rent even in an SRO ho- 
tel, so some of the very poor pay for a bed 
for only two weeks in a month, using the bal- 

nce for food. 

The earthquake happened just as plans 
were being formed for dealing with the “or- 
dinary” homeless, as numerous in San Fran- 
cisco as elsewhere in the country. The num- 
ber of people in San Francisco seeking 
shelter has grown markedly in the past two 
or three years. One report estimated an in- 
crease of 2096 between 1988 and 1989. The 
private and church agencies that care for 
street people had begun to persuade public 
officials to look for longer-term solutions: 
subsidised rents, the use of tax money to buy 
cheap hotels, the construction of homeless 
shelters. 

Some of the work paid off in the quake's 
aftermath. Cities and counties had estab- 
lished a network during the past year to co- 
ordinate aid. Alameda County appointed a 
"homeless co-ordinator” just a month be- 
fore the earthquake. And Oakland moved 
its homeless centre's desks straight on to the 
street when its building was damaged, and 
ia dealing with the problem from there. 
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The best hope for the new homeless is 
that the California public seems to have wo- 
ken up to their plight. In 1988, voters ap- 
proved a $450m bond issue for remedial 
housing and another $150m earmarked es- 
pecially for the homeless will be on the pri- 
mary ballot in June. 





Staten Island 


Free the 380,000 


HE Soviet Union's Baltic republics, it 

seems, are not the only places where citi- 
zens are trying to break away from an over- 
centralised, over-bureaucratic government. 
Staten Island, New York city's smallest bor- 
ough, is talking seriously about seceding and 
becoming an independent city. 

Staten Islanders have worried for years 
about being overwhelmed politically by the 
city’s four larger boroughs—Manhattan, 
the Bronx, Brooklyn and Queens. But the 
worry grew in March last year when the fed- 
eral Supreme Court ruled that New York's 
Board of Estimate violated the constitu- 
tion's one-man-one-vote principle by giving 
small boroughs the same voting power as 
large ones. The board was a hybrid legisla- 
ture-cum-executive that had joint control 
with the city council over New York's $25 
billion budget. Staten Island, which has 
about 380,000 people, had the same voting 
power on the board as Brooklyn, which has 
2.3m people, and the other boroughs. A re- 
vised city charter has now changed this. 


Government waste 
Where's nanny? 


WASHINGTON, DC 


Better financial inspection could slash bureaucratic waste 


T HAS been a good year for federal scan- 
dal. The toll includes the shenanigans in 
the thrift industry, wild buying at defence, 
influence peddling and worse at the Depart- 
ment of Housing and Urban Development 
(HUD). The theme linking these otherwise 
unrelated scandals is mismanagement. Bor- 
ing as it is as a bugle-call, smarter financial 
management is a prime government need as 
the 1990s begin. 

It is impossible to overstate the deplor- 
able condition of the government's finan- 
cial-management systems, scolds Mr Charles 
Bowsher, the comptroller-general at the 
General Accounting Office. A quick look at 
a few agencies bears out his words. In the 
Defence Department some $56 billion of 
government property in the hands of con- 
tractors cannot be fully accounted for. Un- 
needed inventories have risen in value from 
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Last month independence came a ster 
closer. Mr Mario Cuomo, the state’s gover- 
nor, signed a bill allowing a referendum on 
secession to be held in November. Breaking 
away will not be easy: if Staten Islanders ote 
for secession, a commission will spend a 
least two years coming up with a charter o 
hand back to the state legislature f 
approval. 

The rest of New York city thinks the 
whole thing is a terrible idea. Staten Island is 
home to the city’s last landfill —called Fresh 
Kills—where 80% of New York's rubk ah 
end ups. Mr Ed Koch, New York's depa it 
ing mayor, was beside himself about it all be 
fore leaving office on December 31st. He e 
had the city’s lawyers file a lawsuit to block 
the referendum. And, for good measure, h he e 
accused Mr Cuomo, his old rival, of ' ‘plung n 
ing a dagger into the city’s heart". Mr or- 
bachev would understand. k. 


$10 billion in 1980 to $29 billion. 
1988— some of which is cash paid for goo S 
that were never delivered. The Justice D 
partment has failed to collect $8 billion 
fines. Uncollected taxes (sums assessed b 
not paid) rose from $18 billion in 1982 
$63 billion in 1988. A 

Off-budget the numbers get b ger. r. In 
the past 20 years government credit, in: 
ance and loan-guarantee commitments have 
grown from $400 billion to me har 35 
trillion—nearly twice the natio nal debt : inc 
five times the annual level of federal spend- 
ing. And losses are mounting. Loan write 
offs rose from $1.2 billion in 1985 to 21 
billion in 1988; the Federal Housing Admi in 
istration (FHA) lost $4 billion in 1988; th 
commodity-credit corporation lost $12 bil 
lion. There are growing fears of losses in p 
vate pension funds that will have to e 
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by the federal pension-benefits guarantee 
corporation. Mr Bowsher estimates that the 
government may, altogether, have to meet 
losses of $100 billion-150 billion—and that 
is on top of the $166 billion-plus bill for de- 
posit insurance in the bankrupt parts of the 
thrift industry. 

What has gone wrong! One answer is 
that everyone is more interested in fighting 
to get money than in managing it after it has 
been won. Congress spent the whole of 
1989 grappling with the 1990 budget. Ex- 
cept for the HUD hearings, there was much 
less supervision of how the money was 
spent. And although Mr Richard Darman, 
director of the Office of Management and 
Budget (OMB), reacted to the HUD scandals 
by asking all departments to produce lists of 
high-risk programmes, he too is much more 
concerned with the B than with the M in his 
agency s title. 

Accounting is lax. Congress imposes 
lots of auditing rules on companies and local 
governments. But it exempts the biggest en- 
terprise of all, the federal government. Fed- 
eral agencies employ around 200 different 
accounting systems, some of which date 
back 50 years or more (one government au- 
ditor claims that some agencies do not even 
use double-entry book-keeping, invented in 
the Middle Ages). Few publish annual re- 
ports. Many prove impossible to audit. 

The anti-government mood in the 
1980s contributed to the mess. All too often 
the Reagan administration confused deregu- 
lation with no regulation. Auditors and in- 
spectors were cut along with other federal 
staff; salaries shrank to the point where ac- 
countants could not be hired. 

And high-spenders found that secrecy 

id: when an agency runs into trouble it is 
er off covering up than coming clean. 
For years, the farm-credit system and the 
FHA hid their losses, thanks partly to 
unauditable records. As with the thrifts, 
their Micawberish managers hoped that 
something would turn up. lt was only when 
they put their accounts in sufficient order to 
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be audited that Congress realised what was 
going on (before audit the FHA said its losses 
were $860m; audit showed them to be $4.2 
billion). The lesson that other agencies may 
read from this is to make sure their books 
stay confused. 

There is surprising agreement on what 
should be done to make matters better. The 
American Institute of Certified Public Ac- 
countants has called for the appointment of 
a chief financial officer (CFO) for the United 
States; for CFOs in all the agencies; for agree- 
ment on a common set of accounting stan- 
dards; and for a requirement that all agen- 
cies publish annual, audited financial 
statements. 

Senator John Glenn, chairman of the 
Senate Government Operations Commit- 
tee, plans later this month to introduce leg- 






HE residents of Williamsburg, Vir- 

ginia, celebrate Christmas in the 
style of their colonial ancestors: quaintly, 
and harmlessly, they fire muskets into 
the air and set off muzzle-loaded can- 
nons. The inhabitants of Los Angeles 
celebrate new year's eve by firing modern 
guns into the air. Some noisemakers of 
choice are semi-automatic weapons such 
as Uzis and AK-47s. 

In some cases the firing has been so 
withering that police helicopters have 
been grounded. Because bullets fired 
into the air land with almost the same 
force that they leave the gun, people on 
the ground are also at risk. Four were 
killed in Los Angeles by falling bullets on 
new years' eves in 1987 and 1988. 

By previous standards, this year's 
celebrating was not too bad: in Los An- 
geles only eight people were injured, no 
deaths were reported, and the number of 
reports of gunfire dropped by about 
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islation to bring some of" 
this about. The Ooms has al- 
ready appointed a cro by 
administrative decision, 
but he lacks the clout of a 
legislative appointment. 
People differ on details— 
should the CFO be in the 
OMB or free-standing?—but 
the main thrust is agreed. 

Even so the legislation 
could have a tough passage. 
There are plenty of people 
who benefit from the gov- 
ernment's financial mis- 
management: the farmer 
with a dodgy loan, the de- 
fence contractor in trouble, 
the shady financier. who 
needs government credit. 
As the thrift and HUD scandals have shown, 
such people have plenty of political clou 
and are prepared to use it. 

What is needed is a lead from President 
Bush. He has met, and strongly backed, 
those in-house watchdogs, the inspectors- 
general. Yet during the presidential cam- 
paign, he poured scorn on Mr Michael Du- 
kakis's claim that the deficit could be 
shrunk by improved tax collection and fi- 
nancial control. All that this would accom- 
plish, said candidate Bush, would be to un- 
leash armies of tax inspectors. But the fact is 
that Congress and the administration could 
do more to cut the budget deficit by improv- 
ing financial management than they have 
done in a whole year of toying with budget 
negotiations. 









40%. In part this is because the city ran a 
publicity campaign warning of the dan- 
gers (it featured billboards with vulner- 
able, skyward-looking tots and the words 
"If you shoot bullets into the sky/When 
they come down, we might die"). 

It also reflects California's spreading 
change of mind about guns since a mad- 
man killed five schoolchildren with an | 
AK-47 last year in Stockton. The killings 
prodded the state legislature into ban- 
ning the sale of semi-automatic weapons 
and requiring those who already owned 
them to register them. 

The law, which came into effect on 
January Ist, has apparently had a chilling 
effect on owners. The use of semi-auto- 
matic weapons in the Los Angeles area 
has declined: only a handful of semi- 
automatic weapons were confiscated by 
Los Angeles police in the second half of 
1989, compared with 130 in 1988. A 
good trend for the new year. 
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INTERNATIONAL 


After Noriega 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


O FAR the gringos have much to con- 
gratulate themselves upon. They inter- 
vened not to bolster a tyrant but to install a 
rightful government. On the whole Panama- 
nians have greeted their occupiers with gen- 
uine warmth. On the night of January 3rd, 
when General Manuel Noriega walked out 
of the Vatican embassy and surrendered to 
American troops, the jubilant people of 
Panama City defied a curfew and swarmed 
on to the streets for an impromptu carnival. 
The victorious Americans were at first 
obsessed with the fate of the general, who 
had evaded their troops and holed up in the 
embassy on December 24th. Now that the 
former dictator is in custody, awaiting trial 
on drugs charges, the United States’ difficul- 
ties in Panama may be only starting. To re- 
build damaged bridges to Latin American 
countries offended by the invasion, the 
Americans need to make a quick exit. But 
many Panamanians, with a formidable task 
of reconstruction ahead of them, seem al- 
most proud to have been invaded. They 
want to suck their protectors in deep. 
Ideally, the United States would like to 
hand over power to a proper government 
and pull out. Proper governments are not 
established overnight, especially after two 
decades of institutional corruption, and mil- 


PANAMA CITY 


itary control of everything from taxation to 
trafic control. “Panama is not a country 
with an army, but an army with a country,” 
said a prominent Panamanian before the in- 
vasion. Panama needs to build a new admin- 
istration, a judiciary and a security force 
from the ruins of one of the world's most 
corrupt armies. 

If nothing else, the country had a politi- 
cal leadership ready, under Mr Guillermo 
Endara, who won the election that General 
Noriega cancelled last May. His govern- 
ment's intention is to retain the existing 
civil service almost intact. The truth is that 
most state regulatory organisations and cor- 
porations will need a complete overhaul. 

The most urgent problem is that posed 
by the Panama Defence Forces, which incor- 
porated the police as well as the army and 
were entirely General Noriega's instrument. 
The force has been renamed the Panama 
Public Forces. But many familiar faces have 
been retained in its ranks, including a few at 
the very top. 

American officials describe some senior 
appointments as "an interim measure’, 
while the holders' records are checked out. 
They may have merely resigned themselves 
to the fact that these are the only Panamani- 
ans trained for the job: they say, too, that 





The United States infantry retrieves the constitution from Noriega 


THE ECONOMIST JANUARY 6 1990 
































employing the old hands is necessary, to 
avert the danger of a guerrilla insurgency in — 
the country’s impenetrable forests. Plenty of — 
Noriega loyalists, including soldiers, are still 
free. Some may have stripped off their uni- 
forms and taken to the hills with their arms. 
A force of 3,000 men is rumoured to be on - 
the loose near Panama City. E 

The first head of the renamed army was 


arrested, and forced to resign, on January 
3rd when authorities discovered that he had 
$1m in a private bank account. His place - 
was taken by Lieut-Colonel Eduardo Her- - 
rera Hassan, who was also once close to 
General Noriega. He commanded the. 4 
troops who, in July 1987, tear-gassed, beat 
up and tortured civilian protesters duringa — 
wave of anti-Noriega demonstrations. One __ 
provincial military commander went too far 
when he told his audience, during a swear- 
ing-in ceremony last week: “When the grin- 
gos leave I shall remain. Then we'll see what 
happens." He was promptly fired by the 
Panamanian authorities and arrested by | 
American soldiers. 

Some American military experts say the 
best way to make Panama safe is to cut the. 
size of the country's forces from 15,000 to _ 
no more than 6,000 men, responsible for in- -~ 
ternal security and counter-terrorism but — 
not for defending the Panama Canal. Sepa- 


lessen the concentration of power built upi l 
under the previous two dictators. i 
The United States has already sent . 
home a few of its invading soldiers. The 
prospect of a full withdrawal too soon wor- 
ries some of Panama's would-be democrats, - 
anxious that they may be left alone to imple- 
ment difficult reforms. In particular a judi- 
cial system must be built from scratch. The 
present judges have faithfully served 
Noriega regime; had they done othe 
they would not have survived. The e > 
Supreme Court building has been vated by 
mortar fire, and important records are lost — 
for good. Mr Endara said he was eager to 
make General Noriega answer for his 
crimes, but not until he had reliable courts 
and prisons available. 3 
Mr Endara’s government must show 
that it is truly Panamanian, not a mere pup- 
pet of the United States. There is criticism 
of its unwillingness to inquire too closely 


which may be far higher than the official to- _ 
tal of 300. General Noriega certainly abused 
the notion of Panamanian nationalism, but — 
he did not extinguish it. A 
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INTERNATIONAL 
Argentina 


Dither dither 


FROM OUR ARGENTINA CORRESPONDENT 


HEN poor, bumbling Mr Raul 
Alfonsin left the presidency ahead of 
time, last July, Mr Carlos Menem looked 
good by comparison. That lasted six 
months. Three crash economic packages in 
three weeks, and the loss of yet another 
economy minister, have put Argentines 
back into their familiar economic despair. 
cials admit that inflation rose to 
about 50% in December alone. Everybody 
else says the rate was twice as high. Super- 
market loudspeakers abruptly announce 
30% price rises on everything. Petrol, ciga- 
rettes and foodstuffs suddenly run short. 
Cynical chemists raise the prices of liver 
medicine 1,000% just after the Christmas 
binge. 

The dollar value of Argentina’s cur- 
rency, the austral, nosedived for most of last 
month, as Mr Menem’s advisers argued 
about what to do. On December 15th Mr 
Nestor Rapanelli, recruited as economy 
minister from Argentina’s largest multina- 
tional company, resigned. Five days earlier 
his second economic package had devalued 
the austral by 35%; its value promptly fell 
again. Three days later Mr Menem filled the 
job with one of his cronies, Mr Antonio 
Erman Gonzalez, his disastrous treasury sec- 
retary from the days when he was governor 
of the province of La Rioja. 

At once Mr Gonzalez announced a 
fresh set of financial expedients, some of 
them sensible. But realists know that Argen- 
tina will not stop its inflation until it cuts its 
budget deficit, and on that the new minister 
said nothing. So Argentines carried on sell- 
ing their australs to buy dollars. And the 
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austral, 650 to the dollar at the start of De- 
cember, ended the year at almost 2,000. 

Officials had been adamant that noth- 
ing new would be done until January Ist. On 
December 30th Mr Menem suddenly flew 
the 1,100 kilometres from his home in La 
Rioja to the capital, to speak on television 
that evening. Five minutes after he should 
have started, the speech was cancelled. Two 
and a half hours later Mr Gonzalez briefly 
advised people to keep calm, but announced 
no new measures. On the morning of Janu- 
ary Ist Mr Menem told reporters there 
would be "nothing new" that day. That 
same night Mr Gonzalez unveiled his new 
scheme, emphasising that banks and foreign 
exchanges would open next day. Within half 
an hour, the central bank ordered financial 
markets to stay closed. 

Mr Gonzalez's new-year resolution was 
to dry up the pool of australs whose surplus, 
he seems to think, had fuelled the dash into 
dollars. He promised tight controls on the 
issue of new australs, and banned plaza fijo, 
the short-term interest-bearing certificates 
that Argentines buy for protection against 
inflation. He promised that by making the 
austral "scarce and valuable" its value 
would soon rise against the dollar. But with 
plaza fijo banned, dollars were the only 
hedge against inflation. Everybody rushed 
to buy them. So their price rose again, 
which was just what the scheme was sup- 
posed to stop. 

Mr Gonzalez had hoped to dry up the 
money supply by compelling people to put 
their money into longer-term government 
bonds, said—but nobody believes it—to be 
denominated in dollars. (In La Rioja too he 
issued state bonds that nobody believed in.) 
Waste, corruption and gross overmanning 
in the public sector are the beginning and 
end of Argentina's financial disaster. About 
that the economy minister says nothing. He 





merely closes the official financial markets, 
and pleads once again for foreign loans. The 
stand-by accord signed with the Interna- 
tional Monetary Fund last October is al- 
ready in shreds. So is Mr Menem's tentative 
reputation as a reformer. 





Israel 


Flier grounded 


FROM OUR ISRAEL CORRESPONDENT 


HE unity of Israel's Likud-Labour coali- 

tion, always fragile, had never looked 
more vulnerable than for 47 dramatic hours 
between new year's eve and January 2nd, 
when the old question of how and with 
whom Israel should make peace threatened 
to tear it apart. At the centre of the storm 
was Labour's Mr Ezer Weizman, a forme 
Spitfire pilot and the only cabinet ministe 
who openly advocates holding negotiations ~ 
with Mr Yasser Arafat's Palestine Libera- 
tion Organisation—even though govern- 
ment policy and Israeli law explicitly forbid 
such talks. 

Mr Yitzhak Shamir, the prime minister 
and Likud leader, has been working for 
months to fend off attempts by the United 
States to draw Israel into talks with Mr 
Arafat, and thus found it insufferable to 
have his position undermined by a member 
of his own cabinet. The government's offi- 
cial peace initiative envisages holding elec- 
tions in the West Bank and Gaza in response 
to the Palestinan uprising. lt rejects the 
PLO's claim to have recognised Israel and 
abandoned terrorism, and rules out any ne- 
gotiation with Mr Arafat or the creation of 
an independent Palestine in the occupied 
territories. 

A fine chance to underline this often- 
repeated message, and to reassert his author a 
ity, arose when Israel's intelligence agen- 
cies—which report directly to Mr Shamir— 
produced evidence that Mr Weizman had 
been giving advice to the PLO. The Labour 
minister had told an Arab intermediary who 
telephoned him from the organisation's 
headquarters in Tunis that it would be a 
good idea to accept the five points put for- 
ward by the American secretary of state, Mr 
James Baker, for an Israeli-Palestinian meet- 
ing as a prelude to the promised elections. 
Mr Weizman is also accused of having met a 
PLO official in Geneva last June. The tele- 
phone conversation took place several 
weeks before Mr Shamir acted; the prime 
minister had evidently been building up a 
case and waiting to pounce on Labour's 
meddlesome dove when the time was ripe. 

On new year's eve Mr Shamir an- 
nounced that he was sacking Mr Weizman. 
Labour protested furiously and threatened 
to leave the coalition unless the decision was 
withdrawn. But Mr Weizman's exposure put 
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Knowledge leads to success 
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Pe ats Süleyman tbe Magnificent ( 1494 - 1566) 


Victorious on three continents, à great builder — 
and a revered lawmaker, Sultan Süleyman led | 





"Sultan Süleyman € bis monogram” tbe Ottoman Empire to its golden age during 
Computer image by E Senan | his 46-year reign, ruling with strength and 
brilliance. 
Ask any historian... TEB is a leading provider of a full 


spectrum of wholesale banking services 
with a special emphasis on foreign trade 
and corporate advice. 


Süleyman the Magnificent derived his 
success from his immense knowledge of 
affairs of state, the arts and culture. Türk 


Ekonomi Bankası works with a select TEB’s Advisory Services Department 
group of clients and prime correspondent provides special consultancy services on 
banks with the same philosophy: capital market strategies, privatization, 


investment projects, commercial law, 
taxation, accounting systems, tourism and 
TEB's highly professional team adheres to computer software. 

traditional banking values, following 
financial movements and economic 
changes in Turkey and around the world. 


Knowledge leads to success. 


For your business in Turkey, contact TEB. 
Profit from our knowledge and 
experience. 
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business and hol iday ; 


Not here. 
At Sari Pacifice Jakarta, youll think 
7e on holiday even when on business. 
Its nof that youl be ouf OF ^ne. 
Ka ther, /f^s the way the hofe/ with heart 
makes you feel right at home. 
Friendly attention and warm service 
throughout Your trip. And excellent 
Secretarial services at our Businessmen 
Centre. Taking care of every need. Í 
No wonder you "// enjoy yourse/F here | 
even on busrness. 
So the. next hme youre in Jakarta , 
make yourself right at home. 
Stay at Sari Facite Jakarta. 
The hotel with heart. 
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Weizman says he won't do it again 


is party on the spot. Labour objected to the 
nner of its man's dismissal, to the dubi- 
ous role of the Shin Bet and Mossad intelli- 
gence services and to the worrying sugges- 
tion that ministers’ telephones were being 
tapped. What the party could not and would 
not do was condone Mr Weizman's contacts 
with the PLO. Labour's defence minister, Mr 
Yitzhak Rabin, publicly criticised Mr 
Weizman on that score. 

Mr Weizman, a former air-force com- 
mander and defence minister, used the ro- 
bust language of a fighter-pilot in calling his 
party colleagues hypocrites. He alleged that 
Labour’s leader, Mr Shimon Peres (“that 
son-of-a-bitch’’), knew of his contacts with 
the PLO and had advised him precisely how 
to respond to the question about the Baker 
initiative. Outside the cabinet, many mem- 








bers of parliament openly acknowl- 
edge that Israel is as good as treating 
with the PLO by talking to the Ameri- 
cans, who pass Israel's views on to 
Tunis. 

The coalition-saving compromise 
cobbled together on January 2nd was 
typical of the way the National Unity 
Government has operated since its 
creation just over a year ago. Neither 
party wants a new general election, 
since it would be unlikely to produce 
a very different result from the dead- 
lock that was the result of the election 
of November 1988. Neither party 
wants the instability of a minority 
government or one with a tiny major- 
itv that would collapse at any hint of 
crisis. Mr Weizman has been pun- 
ished— fairly mildly, many believed — 
by being removed from the policy- 
making inner cabinet for a probationary pe- 
riod of 18 months, but retains his seat in 
government as minister of science and tech- 
nology. Mr Shamir has reiterated that it was 
government policy not to have any dealings 
with the PLO. 

Both sides claim victory, and some left- 
wingers argue that Mr Weizman's survival in 
government, albeit no longer in the inner 
cabinet, has further eroded the taboo 
against dealing with Mr Arafat. This may be 
wishful thinking: a poll published by Yediot 
Aharonot on January 2nd showed that 7096 
of Israelis believed Mr Weizman had erred 
in contacting the PLO, although only 52% 
believed he should be dismissed from the 
government. The Likud ministers on Mr 
Shamir's right wing said they were horrified 
by the decision to keep Mr Weizman on. 





Not a slick performance 


INE months after the Exxon Valdez 

spilled crude oil across 1,000 miles of 
unspoiled Alaskan coast, Morocco seems 
to have narrowly escaped a similar catas- 
trophe. This time an Iranian tanker, the 
Kharg-5, was holed in an explosion and 
fire off the Canary Islands on December 
19th, and spewed out 70,000 tonnes of its 
284,000-tonne load—twice the amount 
that poured into Prince William Sound 
last March. 

South-westerly winds drove an oil slick 
185 miles long towards the Moroccan 
coast, menacing sardine and tuna fisher- 
ies, oyster beds, lagoons full of wildfowl, 
and holiday beaches from Tangier to Safi. 
The slick got to within 20 miles of the 
coast before it was broken up by the waves 
and detergent-spraying ships and aircraft. 
There remained one danger: that the 
Kharg-5, towed 200 miles into the Atlan- 
tic, might break up in rough seas and re- 


lease a further 200,000 tonnes of oil. But 
the odds are that Morocco will suffer only 
minor oil damage. 

Even so, the narrow es- 
cape raises questions. Was 
the Kharg-5, which had 
been badly damaged by 
Iraqi aircraft in 1988 while 
shuttling oil in the Gulf 
war, seaworthy? Why was 
the abandoned and leaking 
tanker allowed to drift to- 
wards the coast for four 
days before being towed out 
into the Atlantic? Why did 
Morocco wait until December 31st before 
appealing for help? 

The Dutch salvors, Smit International, 
blame Morocco and Spain for not letting 
them tow the vessel into sheltered waters 
for repair, which would have prevented 
the worst of the spill. The French say pre- 
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The interim conclusion must be that the 
majority of Israelis, like a majority of minis- — 
ters, still believe that national unity is a safer 


bet than talking to "terrorists". But the is- 
sue is far from resolved. Israel will shortly — 





send its foreign minister, Mr Moshe Arens, 


to Washington for a meeting with Mr Baker 
and the foreign minister of Egypt. There Is- 
rael will be asked co agree to a direct meeting 
in Cairo with a group of Palestinians. The 


PLO wants to say who those Palestinians — 


should be. If it does, the dogfight inside " | 


rael will start all over again. 





Jordan 


| ower house, 
upper hand 


FROM A SPECIAL CORRESPONDENT IN AMMAN 


R MUDAR BADRAN is used to peo- 
ple showing him respect. He was Jor- 
dan's prime minister for most of the years - 


between 1976 and 1984 and once ran the 


General Intelligence Department, the Jorda- 
nian secret police force. Yet respect has 
been in short supply during Mr Badran'sun- _ 


comfortable first month back at the prime — 


minister's desk. 


His predecessor, King Hussein's cousin, 


Sharif Zaid bin Shaker, is reputed to have 
asked to stand down as soon as he saw the 
lower house of parliament, elected only last 
November, in action. The mauling Mr 


Badran has just experienced at its hands vin- 


dicates Sharif Zaid's decision. Under the - 


constitution the new prime minister needed — 


cious time was lost because of haggling be- 
tween the salvors and the owners, the Ira- 
nian Tanker Company. The only 


certainty is that none of the many safety 
ideas produced after Exxon Valdez—for 
double 


hulls, airtight holds, stricter 
checks on  seaworthiness 
and better training for 
crews—was applied in the 
case of K harg-5. ; 

Once the alarm was 
raised, the international re- 
sponse was commendably 
swift. Britain sent floating 
booms to protect the oyster || 
beds, Spain provided a ship- 
load of detergent, France 
sent a team of marine-pollu- 
tion experts which it set up after a Libe- 
rian tanker, the Amoco Cadiz, spilled 
230,000 tonnes of oil on the Brittany 
coast in March 1978. But in the end itwas | 
convenient winds and seas, not man’s pre- 
cautions, that saved the Moroccan coast 
from catastrophe. 
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a vote of confidence from the lower house. 
He got it, with a handsome majority, on Jan- 
uary Ist. But the debate lasted three gruel- 
ling days and left Mr Badran looking weaker 
than when he started. 

The new prime minister started prepar- 
ing for the debate immediately after being 
appointed by King Hussein at the beginning 
of December. The November election—Jor- 
dan's first for 22 years—had returned a na- 
tional assembly determined to assert the 
power of the legislature, traditionally emas- 
culated by the authority of the executive. As 
a symbol of the authoritarian past, Mr 
Badran knew he would face trouble, so 
worked hard to shape a cabinet acceptable 
to the lower house. 


How to split an opposition 
First he drove a wedge between the Islamic 


fundamentalists who occupy 34 of the 80 ` 


seats. He broke off negotiations with the 22- 
strong Muslim Brotherhood when it de- 
manded the portfolios of education and 
higher education, but managed to bring two 
independent fundamentalists into the cabi- 
net—including one, Mr Yusif Mbaidin, who 
had been the Brotherhood's candidate in 
the speakership election a few days earlier. 

Mr Badran next dented the unity of the 
new alliance of sundry leftist and nationalist 
deputies known as the Democratic Block. 
The Democrats had decided to stay out of 
government and act as an opposition, yet 
Mr Badran lured two of their number into 
his cabinet. Altogether the 24-member cabi- 
net contains ten members of parliament, 
mostly untried men chosen for their lack of 
enemies. 

Knowing that the new assembly was 
hungry for reforms, Mr Badran spent the 
weeks before the confidence debate making 
reformist promises. Restrictions on travel 
(including the confiscation of passports, 
said to affect some 9,000 Jordanians) will no 
longer be used to punish political dissidents. 
The boards of directors of three daily news- 
papers, which the government had dis- 
solved in 1988, have been reinstated. Jour- 
nalists banned from writing are to be 
allowed to resume their profession, and the 
Writers’ Association—banned in 1987—is 
being allowed to reorganise. At the end of 
December Mr Badran also promised to sus- 
pend martial law and co-operate with parlia- 
ment in exposing corruption. 

It was not quite enough. When the con- 
fidence debate began, deputies from all sides 
refused to forget the prime minister's 
record. To applause from the public gallery, 
they blamed him personally for the coun- 
try's economic mismanagement and huge 
burden of debt. And although he won the 
vote—by 65 votes to nine, with six absten- 
tions—victory came only after extra conces- 
sions to the Muslim Brotherhood. 

The Brotherhood had submitted a list 


of 14 Islamic items ranging from a demand 
38 


for Jordanian support for the Afghan 
mujaheddin to a ban on making alcoholic 
drinks. Mr Badran eventually agreed to 
bring Jordanian law closer to Islamic sharia 
law, to tighten laws against alcohol, and to 
establish an Islamic teacher-training college 
and a sharia faculty in one of the universi- 
ties. He promised to abolish martial law 
within six months, to repeal the 1957 law 
banning political parties and to curb the 
power of his old fief, the intelligence 
department. 

In winning the vote of confidence Mr 
Badran may have lost his reputation as a reli- 
able strongman who puts the security of the 
state first. He has also put a question-mark 
over the future of the man who appointed 
him. King Hussein retains wide constitu- 
tional powers: he can dissolve parliament 
and dismiss the prime minister, and defence 
and foreign policy remain royal preserves. If 
the meddlesome parliamentarians decide to 
challenge these conventions, Jordan's dem- 
ocratic experiment is going to look rather 
more alarming than its inventors expected. 





South Africa 


Awaiting Mandela 


FROM OUR SOUTH AFRICA CORRESPONDENT 


HE release of Mr Nelson Mandela will 

almost certainly be heralded when Presi- 
dent F.W. de Klerk opens the new session of 
South Africa's Parliament on February 2nd. 
The man jailed a quarter of a century ago on 
sabotage charges now holds the kev to 
peaceful resolution of his country's racial 





But still locked up 


conflict: almost all black leaders regard his 
freedom as the absolute precondition for ne- 
gotiations with Mr de Klerk's government. 
But once he is free, black organisations will 
have to show a flexibility to match that of 
their white opponents. 

Eleven months after his election as lead- 
er of the ruling National party, and less than 
four months after taking office as president, 


Mr F.W. de Klerk has thrown to the winds 





his reputation for caution. He succeeded Mr 
P.W. Botha after an election at which the 
National party suffered its worst setback 
since it won power in 1948, and lost 30 par- 
liamentary seats. Mr de Klerk might merely 
have crawled forward. Instead he astounded 
most South Africans. 

The president has sanctioned peaceful 
protest marches, released eight prominent 
political prisoners (including five of those 
jailed for life with Mr Mandela) and turned 
a blind eye to speeches and flags boosting 
the outlawed African National Congress. 
He has dismantled Mr Botha's "national se- 
curity management system", which gave 
great power to army and police officers, 
scrapped apartheid on beaches and halved 
the period of conscription for white men 
from two years to one. He has promised that 
the Separate Amenities Act, a chief pillar of 
apartheid, will soon be scrapped, and fal- 
tered only in refusing a judicial inquiry in 
alleged murders by policemen. 

In. December Mr de Klerk met Mr 
Mandela, and reportedly discussed ways to 
remove "obstacles in the way of meaningful 
dialogue". Several impediments are still in 
place. The ANC demands complete repeal of 
the government's state of emergency; Mr de 
Klerk says it may go, but only when violence 
in black areas—or the threat of it—abates. 
The ANC also insists that the government 
must lift its ban on outlawed organisations, 
of which it and its rival, the Pan-Africanist 
Congress, are the most significant. Mr de 
Klerk says that this will be done only if the 
black organisations formally renounce 
violence. 

The main underlying difference con- 
cerns the concept of “group rights”, which 
black people regard as a politer 
term for apartheid. Mr de 
Klerk has shifted enough to 
concede that the idea is nego- 
tiable. Similarly, the ANC an 
its more-than-allies in the 
Democratic Movement (MDM) 
have circulated a document 
commending the need for elas- 
ticity in negotiations. 

Mr de Klerk and Mr 
Mandela are likely to meet 
again before Parliament re- 
assembles. Meanwhile Mr 
Mandela, from his prison bun- 
galow in Paarl, has been al- 
lowed, under supervision, to 
confer with his comrades in 
the ANC and the MDM who, in turn, have 
travelled to Lusaka in Zambia to consult the 
exiled leaders of the ANC; Mr Mandela has 
spoken by telephone to the acting leader of 
the exiles, Mr Alfred Nzo. 

The gap between the government and 
the blacks seems to have narrowed. Mr 
Mandela may not be “orchestrating” the 
liberation movements’ change of tone, but 
he is clearly being consulted about it. There 
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His Holiness Maharishi Mahesh Yogi 


ere is a very beautiful, unique, 
9 and unprecedented opportunity 

for every head of state. I invite the 
leaders of the world to examine this offer 
of alliance with natural law in the light of 
the latest discoveries of modern physics— 
the discovery of the unified field of natural 
law. It is very easy for anyone with the 
slightest intelligence to understand that if 
the unified field could be accessible to 
anyone, nothing would be impossible for 
him. Through my Vedic Science and Tech- 
nology—the science and technology of the 
unified field—any head of state can have 
easy access to the unified field and raise 
the administration of his government to be 
in perfect alliance with the administration 
of nature's government.’ —Maharishi 


Rise of Freedom 
The world is in the midst of a dramatic 
transformation from enmity to friendship. 
Hope and freedom are dawning in many 
countries; there is an upsurge of joyful- 
e everywhere. 

This transition from fear and suffering 
to happiness and peace has resulted from 
the rise of coherence in world conscious- 
ness—the Maharishi Effect—created by 
millions of people practising the pro- 
grammes of Maharishi's Vedic Science 
and Technology—the Transcendental 
Meditation and TM-Sidhi programmes. 


‘The World Is My Family’ 


The main concern of government lead- 
ers has always been to safeguard their 
own boundaries. Now this national patri- 
otism is expanding to become global patri- 
otism. People everywhere are beginning 
to feel, “The world is my family’. 


Unified Field of Natural Law 

At the basis of this rising positivity is 
the enlivenment of the unified field of 
natural law in world consciousness. 

Through quantum field theories, mod- 
ern science has come to understand that 
all the laws of nature responsible for con- 
ducting all the activity in creation emerge 
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- Maharishi Ones to E very Government” 


ALLIANCE WITH 


NATURE’S GOVERNMENT 


through Maharishi’s Vedic Science 
to Create 
HEAVEN ON EARTH 


Application of the Unified Field of Natural Law 


from one basic unified field. From the uni- 
fied field, nature governs the universe in 
perfect order, and always in an evolution- 
ary direction. 

Today, every government can have easy 
access to the unified field. By establishing 
a coherence-creating group of experts in 
Maharishi's Vedic Science and Technolo- 
gy as an inseparable part of its administra- 
tion, any government can make an alliance 
with the government of nature. 


Handling the Whole 
National Consciousness 


The basic problem facing governments 
is how to successfully integrate the innu- 
merable trends and tendencies in society. 
Only by creating coherence in the collec- 
tive consciousness of the nation can a gov- 
ernment hope to satisfy all its people. 

Group practice of Maharishi's Transcen- 
dental Meditation and TM-Sidhi pro- 
gramme enlivens the unified field and 
automatically increases coherence in col- 
lective consciousness. A fully integrated 
national consciousness enjoys alliance 
with the unified field. This brings the full 
support of the nourishing, evolutionary 
power of natural law to fulfil the desires of 
everyone. 


Life in Accord with Natural Law 

Any negative tendencies arising in socie- 
ty come from violation of the laws of 
nature. When people violate natural law 
they create stress, sickness, and suffering 
for themselves and others. 

The continual build-up of stress in col- 
lective consciousness breaks out in crime, 
conflicts, terrorism, and natural disasters. 
With the programmes of Maharishi's Ve- 
dic Science and Technology, governments 
can now educate their citizens to think and 
act spontaneously from the level of the 
unified field and thereby avert all negativi- 
ty for both the individual and society. 


Scientifically Validated Benefits 
The effectiveness of Maharishi's unified 
field-based approach has been documented 
by more than 430 scientific research 
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studies, conducted at over 160 research 
institutions in 27 countries. 

This research has shown that even the 
square root of one percent of a pop ation 
practising Maharishi’s Transcendental 
Meditation and TM-Sidhi Programme 
together in one place is sufficient to dra- 
matically reduce conflict, crime, and sick- 
ness and strengthen positive, evolutionary 
trends throughout society. 

Scientific research has further shown 
that Maharishi Ayur-Ved—the science of | 
perfect health—offers the possibility of 
creating a disease-free society in every - 
country. Already, programmes of 
Maharishi Ayur-Ved and Transcendental - 
Meditation are being introduced in many 
countries, including the USSR, Hunger 
and Poland. 

With this scientifically validated knowl- 
edge, it is no longer necessary for any 
nation to continue living with poverty, 
sickness, and suffering. 


Creating Heaven on Earth 
Nations have always been administered 
by man-made law. Now the technology is | 
available to use the skilled hand of nature 
to administer society. Any government 
will be perfect when the society is gov- 
erned by national law and natural law both 
simultaneously. 
The technology for perfect governm E. 
unified field-based administration-is to es- 
tablish a coherence-creating group in the 
country which will enliven the unified 
field in national consciousness and thereby 
enable the government to govern weed he 
same silent perfection with which the g 
ernment of nature governs the universe. - 
Any government can now create peace, 
prosperity, and fulfilling progress in the 
life of its nation, and Heaven on Earth fi or 
the whole world family. | 


Governments are invited to contact: | 

Maharishi World Capital 

of the Age of Enlightenment 
Maharishi Nagar 

201 304, UP, India 
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are, indeed, signs of anxiety among his col- 
leagues that, as a prisoner, he may be out- 
manoeuvred by Mr de Klerk. Mr Cyril 
Ramaphosa, the mineworkers' leader and a 
pillar of the MDM if not of the ANC, has 








stated that Mr Mandela's status is "no dif- 
ferent from any other member of the Anc”. 
Prestige apart, this is true: when arrested 25 
years ago Mr Mandela was merely one of the 
party's four provincial leaders. 


The child-slaves of India's Uttar Pra- 
desh carpet belt, around the holy city of Va- 
ranasi (Benares), are the subject of a detailed 
ASS study*. The region's 55,000 looms em- 
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Slavery 


By any other name 


F YOU thought slavery was abolished in 

eighteen something or other, think 
again. Countless slaves have been freed 
since the days of William Wilberforce, the 
nineteenth-century British abolitionist. 
Slavery is illegal everywhere. Yet Britain's 
Anti-Slavery Society (Ass), the United Na- 
tions Working Group on Slavery, and na- 
tional groups such as India's Bonded Libera- 
tion Front, say they have hard evidence that 
slavery is entrenched in Asia, Africa and 
Latin America. 

Really? Well, it depends how you define 
slavery. For these groups the term covers 
more than the buying and selling of human 
beings—the chattel slavery of the past. The 
1956 uN Supplementary Convention on 
Slavery considers anyone to be a slave if he 
is unable to withdraw his labour voluntarily. 
Into that category fall: 

@ bonded labourers who work for nothing 
to pay off money-lenders; 

e serfs who cannot leave the agricultural es- 
tates where they work; 

@ exploited children who are cut off from 
their families to work long hours for a pit- 
tance or (more often) nothing. 

Across the globe there are at least 200m 
such "slaves", and probably many more. 
Most live in conditions so abject that there 
is little to distinguish them from the most 
wretched chattel slaves of the past. 

Chattel slavery persists here and there 
in the Arabian peninsula, where slavery was 
not abolished officially until the 1960s and 
1970s. From Amazonia come chilling re- 
ports of Indians enslaved by ranchers or 
miners. In Sudan chattel slavery is spreading 
fast, as a consequence of the civil war be- 
tween the black Christian and pagan south- 
erners and the Arab, Muslim north. 

Arab tribal militias formed and armed 
by the northern-dominated government are 
trafhcking in slaves from the southern 
Dinka tribe. Dinka children and women 


- seized in raids are either kept by the militias 


or sold north. In February 1988 a Dinka 
child could be bought for $90; so manv 
slaves are available that the price has now 
fallen to $15. The government has vet to 
keep a promise, made a year ago, to let the 
ASS investigate. 

Perpetual bondage often follows when 
someone agrees to work to pay off a loan car- 
rying a usurious interest rate only to find 
himself forever in debt. Latin America has 
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at least 8m bonded labourers, Africa mil- 
lions more. But the heart of the problem is 
in Asia, especially India. The Indian govern- 
ment admits to fewer than 200,000 bonded 
labourers; the Ass puts the number at more 
than 5m. They are found in road-building 
gangs, in quarries and brickworks, on plan- 
tations and in sweatshops. 

Wives and children are frequently en- 
trapped. Children can inherit the debts and 
the bondage of their parents: in the stone 
quarries outside Delhi, three generations of 
bonded labourers work side by side. Bonded 
labourers often come from minority groups: 
8096 of India's bonded labourers are drawn 


from tribes or "scheduled castes” (“un- 





Protesting against their bonds 


touchables") whose psychological subservi- 
ence helps to perpetuate their enslavement. 
In Malaysia’s palm-oil and rubber planta- 
tions the labourers are Tamils, descendants 
of low-caste workers originally imported 
from India. The creditors who run the 
bondage schemes are often the local land- 
owners, magistrates or paymasters of politi- 
cal parties. 

The Bonded Liberation Front estimates 
that there are 25m bonded children in In- 
dia, Pakistan, Bangladesh, Nepal and Sri 
Lanka. In India alone more than 50m child- 
labourers work in conditions often indistin- 
guishable from slavery. Throughout the 
third world—in the Philippines sweatshops, 
in the Moroccan and Turkish carpet indus- 
tries, in the Latin American drugs business, 
in Sri Lanka’s male-prostitute trade, in the 
tea plantations—child workers are cheap, 
exploitable and expendable. 


ploy more than 100,000 boys, many of them 
only six years old; 1596 of them are bonded 
labourers "sold" to the loom-owners by 
their parents. Small boys are said to tie the 
finest knots, but the real reason they are 
used is that they are cheap. They work 12 
hours a day, six or seven days a week, sleep- 
ing at their looms, for the equivalent of 40 
cents a week. They suffer malnutrition, poor 
eyesight, bone deformation and respiratory 
diseases. 

There are hundreds of thousands of 
child slaves in Thailand, many of them in 
child prostitution. The pretty girls and boys 
end up in the sex trade, the not-so-pretty in 
back-street sweatshops. When they burn out 
in their late teens, they are thrown out. 
Some are kidnapped from the countrysi 
or from Bangkok's large population of el 
children. Many more are "bought" from 
their parents in the backward north-east 
and sold to employers. The going rate for a 
child in Bangkok is $130. 

Debt bondage and child slavery are 
sometimes viewed as a distasteful but inev- 
itable feature of a developing economy. 
Apologists argue that the cheap labour pro- 
vided by children and bonded workers helps 
economic development. But child labourers 
grow up unhealthy and ill educated. The use 
of child labour also means fewer adults in 
work, 

Putting an end to slavery is more than a 
matter of passing laws. Abolition means 
tackling the poverty that forces parents to 
sell off their childen. It also means educa- 
tion, particularly where slavery is en- 
trenched in local cultures and economies, 
sometimes by the psychological subservi- 
ence of the victims themselves. Those work- 
ing to end the scourge often face official co 
nivance or participation. The n 
authorities, for example, are less than en- 
thusiastic about stopping the child prostitu- 
tion that boosts Thailand's tourist industry. 

One experimental venture between the 
Uttar Pradesh state government, a group of 
voluntary organisations and local carpet 
maufacturers aims to end child slavery in the 
carpet belt. Project Mala plans to break the 
cycle of exploitation by offering local chil- 
dren education, training, medical care and 
an adequate diet. Schools are being set up, 
each serving a cluster of villages. Children 
attending school will be taught a trade, and 
paid a small wage to replace the pittance 
they would have earned at the loom. The 
hope is that Project Mala will serve as a 
model for similar schemes in India and, per- 
haps, in other countries as well. 





* A pattern of slavery: India’s carpet boys, The Anti-Slav- 
ery Society, 180 Brixton Road, London SW9; £3.50 
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Army of liberation 


Life after Ceausescu 


FROM OUR SPECIAL CORRESPONDENT IN BUCHAREST 


ITTLE had changed in Romania, you 
might think. The strong man of the in- 
terim government, Mr lon lliescu, a reform 
Communist, was on television on new year's 
eve, flanked by the prime minister and five 
e advisers. They stood expressionless as 
r lliescu read a message to the Romanian 
people. When he was done, their images 
vanished. No questions. No commentary. 
Folk dancers filled the screen. 

In fact, a lot had changed in the week 
since the bloody overthrow of Nicolae 
Ceausescu, the Communist leader who held 
Romania in his grip for 24 years. Watching 
Mr lliescu's broadcast at the home of a for- 
eign diplomat was Mr Andrei Plesu, a phi- 
losopher who is the new minister of culture. 
Around him sat other dissidents against the 
old regime, some of whom, like Mr Plesu, 
are members of the Council for National 
Salvation. This is the 150-odd-member body 
which is holding the ring until an election 
promised for the spring. Last month Mr 
Plesu or his friends would have risked arrest 
simply for visiting foreigners. Now they are 
openly calling for further change. 

The Council's first aims are bringing 
calm, restoring the economy and holding 
elections. Though Bucharest was awash with 
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rumours of Securitate snipers on amphet- 
amines, an edgy peace did soon return. 
Maybe because of the deaths or the weather, 
the joy of Prague or Berlin was missing. A 
week after Ceausescu's fall, snow blanketed 
the city and snowploughs replaced tanks on 
the streets. 

Power in the Council lies in an 1 1-mem- 
ber executive bureau, headed by Mr Iliescu, 
a 59-year-old career Communist, who 
trained at a party school in Moscow. He is in 
the Gorbachev mould, whether or not, as is 
claimed, the two knew each other well in 
Moscow. Under Ceausescu, Mr Iliescu had 
ups and downs. Since 1984 he had been 
mainly down, if not out. 

Besides the prime minister, Mr Petre 
Roman, there are no ministers in the execu- 
tive bureau. Mr Roman is a 42-year-old engi- 
neer who wears polo-necks, looks like a film 
star and has almost no political experience. 
Huddled next to a reporter from the Wall 
Street Journal at the television station dur- 
ing the worst of the fighting, he asked his 
advice about Romania’s economy. A Marx- 
ist, he still believes in a "third way” between 
capitalism and communism. 

Nor does the executive bureau contain 
any dissidents. There are lots of them, how- 


ever, on the full Council: Mr Plesu, Mr 
Mircea Dinescu, a 39-year-old poet whom 
Ceausescu jailed and who is now head of the 
Writer s Union, Mrs Doina Cornea, a 
writer. Loosely organised into a group called 
Social Dialogue, they see themselves as the 
"conscience" of the Council. They are chal- 
lenging it to "show that it does not deserve 
their opposition’. 

The army is the third element in the 
Council lf friction between the reform 
Communists running the Council and the 
dissidents grows, might it step in? The num- 
ber of soldiers at the top of the government 
is striking. The aptly named General 
Nicolae Militaru is minister of defence and 
General Mihai Glutac is head of the police. 
General Victor Stancalescu, a procurement 
specialist, is minister of the economy. Yet 
Romanian soldiers have little tradition of 
military rule. The wartime strongman, lon 
Antonescu, was an ex-military attaché who 
admired Mussolini and had served only 
briefly on the general staff. 

The Council has announced several re- 
forms. Romania has been exporting 8096 of 
its food, by one estimate, and exhausted its 
yearly quota of gas imports from the Soviet 
Union early last autumn. Shops were bare, 
houses cold and the streets almost dark at 
night. To make life less miserable, the in- 
terim government has stopped the export of 
foodstuffs and cut that of oil. Not only sta- 
ple foods but rareties like bananas have 
turned up. Homes are warmer. 

The Council is also scrapping Ceau- 
sescu's detested "systematisation" plan— 
forced resettlement from the countryside. 
Abortion is to be legal. Wasteful projects are 
to be halted. The vast new presidential pal- 
ace in Bucharest, a symbol of Ceausescu's 
megalomania in his later years, may be made 
into, not a funfair as one dissident architect 
has suggested, but a university. 

Mr Iliescu has announced the abolition 
of the death penalty and the dissolution of 
the Securitate, Ceausescu’s secret police. 
From March, Romanians will no longer 
have to work three Saturdays a month. 
Farmers will be able to own small plots, so 
long as they work them themselves and sella 
certain amount of produce to the state. 

For many wanting a full break with the 
Stalinist past, these reforms are timid. Stu- 
dents at Bucharest University are calling for 
neutrality, a bill of rights and a stockmarket. 
Workers at the tractor plant in Brasov are 
grumbling that democracy is moving too 
slowly. Beds at one Bucharest hotel went un- 
made last week while the staff held meetings 
demanding immediate privatisation. 

In preparation for a general election, the 
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Communist party's "leading role", and its 
monopoly at the polls, is to be abolished. 
The new authorities keep repeating that the 
Communist party is in collapse. In a sense, 
this is true. Last month there were 3.8m 
party card-holders in Romania. Today those 
who have not burned their cards are careful 
about admitting it. Some 60 top Commu- 
nists from the old regime, including all the 
members of the old Politburo and many 
members of Ceausescu's extended family (in 
several cases two descriptions for the same 
thing) are under arrest. 

But Communists without too personal a 
link with the old regime are at their desks. 
Rather as in Germany, France or Italy after 
the second world war, compromised old 
faces are turning up with new titles. The 
government, with some reason, says it needs 
trained people. Romania's diplomats, for 
example, who are prominent in the new gov- 
ernment, deserve their high reputation, 

Better relations with its neighbours will 
be one early benefit of Romania’s revolu- 











tion. Mr Gyula Horn, Hungary’s foreign 


minister, has already paid a friendly visit, 
ending months of bitterness. The Soviet for- 
eign minister, Mr Edward Shevardnadze, 
was due in Bucharest on January 5th. Rela- 
tions should now improve: Romania had 
been the only Warsaw-pact country still op- 
posed to perestroika. 

A legal commission of the Council is 
drafting a new constitution. How this will be 
ratified is not yet decided. Nascent parties 
will be fully legal as soon as a party law is 
passed. Rural conservatism is to be repre- 
sented by a merger between one of the 
strongest interwar groups, the National 
Peasant party, and a party calling itself the 
Christian Democrats. There is also a free- 
market liberal party, heir to the Bratianu 
clan which governed in the 1920s, as well as 
a Green party. 

The big unknown is what is to become 
of the Council and its umbrella organisa- 
tion, the National Salvation Front. Appar- 
ently it intends to field candidates for the 





election. Although, in theory, the Front 
could lose a free election, this may sound 
like an attempt to hang on to one-party rule 
under another name. Up till now, the Coun- 
cil has kept a tight grip on broadcasting, 
though Mr Dinescu, for one, is hopeful that 
freer communications will soon blossom. 
Romania faces the task of building a de- 
mocracy from a zero-base. Its pre-Commu- 
nist history is not exactly a rapturous 
precedent: corrupt parties, fascist gangs, a 
playboy king, a strongman with a military 
past. Romania's opposition lacks the solid- 
ity of the Polish church or Solidarity. It lacks 
a national figurehead, like Mr Lech Walesa. 
Some critics of the old regime are already 
murmuring that their revolution is being 
stolen from them. The organisers of new 
parties worry that they will have no time to 
make a mark before a spring election. They 
could keep their confidence up by remem- 
bering that, after all, it was citizens like the 
who started the avalanche which swept "M 
Ceausescu. 
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The battle for Romania 


Enigmas of a revolution 


A fortnight after Ceausescu's fall, several cee remain about Roma- 


nia’s uprising. Our special correspondent in 


NARMED Romanians started the re- 

volt. But it would not have succeeded 
without the army. When it came, the army’s 
switch was swift and complete. So, mystery 
number one: when and how did senior offi- 
cers turn against Ceausescu? 

Troops killed demonstrators on Decem- 
ber 17th in the north-western city of Timi- 
soara. On returning early from a trip to Iran 
on Wednesday, December 20th, Ceausescu 
told his military and security chiefs to crack 
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ucharest reports 


down harder. He denounced the Timisoara 
demonstrators as “hooligans” and called a 
pro-government rally for the next day. 

At this noontime rally in Republic 
Square in the centre of Bucharest on Thurs- 
day, troops were again ready to kill. After 
cries from the crowd of “Timisoara” and 
"Down with Ceausescu” drove him and his 
wife, Elena, from the balcony, soldiers 
opened fire, causing several deaths. One ac- 
count, put about by the army, is that mem- 








bers of the Securitate, Ceausescu's secret 
police-cum-personal bodyguard, were to 
blame, not regular soldiers. These, suppos- 
edly, fired only blanks or into the air. But 
this sounds like tidying up the facts after the 
event. Romania’s soldiers did not become 
national heroes until the next day. 

Sometime before late Friday morning 
the army changed. A turning point was the 
death of General Vasile Milea, the minister 
of defence. Nothing sure is known about 
how or why he died. By one account, he shot 
himself on Friday morning after an angry 
confrontation with Ceausescu, in which he 
refused to order further repression. By an- 
other, he was killed by the Securitate after 
its number two, General Marin Neagoe, had 
warned Ceausescu that the minister was no 
longer loyal. Neither account explains vha 
the army suddenly turned. Outside, troops 
were already fraternising with demon- 
strators. Around lunchtime on Friday, while 
crowds banged at the doors of the Commu- 
nist-party headquarters, the Ceausescus es- 
caped by helicopter from the roof. Joyful 
crowds stormed the presidential palace. 

General Stefan Gusa, the army's chief- 
of-staff, then sent troops to key points such 
as the television station. He made himself a 
popular hero by appealing to his soldiers to 
defend the uprising. But once the worst of 
the fighting was over, the new government 
sacked him, for “conduct not compatible 
with his duties". Had General Gusa played a 
double game, or was the new government, 
dominated by reform Communists, afraid of 
his popular appeal? 

Mystery number two concerns the 
Ceausescus’ failed escape, summary trial 
and execution. Just what happened to them 
between lunchtime on Friday and their exe- 
cution by army firing squad, probably on 
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"the afternoon of Christmas day, may never 
be known. Their flight is already legend. 
Ceausescu had a watch, it was rumoured, 
which beamed his position to the secret po- 
lice. Some say the Ceausescus were trying to 
flee to North Africa, others that they were 
aiming for a hideout in the Transylvanian 
mountains to rally followers. 

Such plans as they had were badly bun- 
gled. Their helicopter did not get them to a 
safe haven. A mechanic, Mr Nicolae 
Petrilor, says he was washing his car on Fri- 
day afternoon in a village near Tirgoviste, 50 
miles north-west of Bucharest, when a Ceau- 
sescu bodyguard made him drive the three 
of them off in search of refuge. Mr Petrilor 
says he got word to the army, which report- 
edly then held the Ceausescus at a base near 
Tirgoviste until their trial three days later. 
Three different officers claim to have com- 
manded the firing squad. 

The summary trial, a parody even of mil- 

ry justice, was videotaped and shown to 
the world in an edited form. Many oppo- 
nents of the Ceausescus wanted them and 
their cronies to answer properly for their 
crimes. Senior officers argued that last-ditch 
resistance would end only once the 
Ceausescus were executed. If so, why were 
the trial and execution delayed three days 
during the worst of the fighting? 

Mystery number three: how near did 
the Securitate come to thwarting the revolu- 
tion? Figures vary, but the secret police may 
have had some 20,000-30,000 under arms, 
with a presidential guard of about 1,000 
men and an anti-terrorist squad of similar 
number. The regular conscript army, by 
comparison, was ill trained and under-sup- 
plied. Western embassies got pleas from the 
insurgents for ammunition. By one account, 
a possible supply from the Soviet Union 
may have saved the day. Yet was the fight- 
ing, which reached its peak on Saturday, De- 

eo 23rd, really so touch-and-go? 

Early on, the secret-police boss, General 
lulian Vlad, claimed over the radio to have 
joined the insurgents. (He is now believed to 
be under arrest, along with General 
Neagoe. Though reportedly well armed, 
those Securitate men who did fight lacked 
anti-tank weapons and had to steal a heli- 
copter. Once the Ceausescus were gone, 
what had these leaderless thugs to fight for 
but their own escape? Their spooky cata- 
combs below Bucharest were soon in insur- 
gent hands. The new government says thou- 
sands of Securitate men surrendered by the 
December 28th deadline. A bogeyman is 
useful for a fledgling government. In hind- 
sight, the Securitate looks most like a head- 
less monster which crushed people as it fell. 

The speed with which the new govern- 
ment formed has led some people to raise 
mystery number four: was the revolution 

a coup planned by reform Communists, 

with tacit Soviet help? The new prime minis- 
ter, Mr Petre Roman, has angrily insisted it 
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was a popular uprising. Dramatic, but in- 
conclusive television film of a meeting late 
on the afternoon of Friday, December 22nd, 
shows a harried group—including Mr lon 
Iliescu, now acting president—arguing over 
the name of the new provisional govern- 
ment. At one point, General Nicolae 
Militaru, the new minister of defence, said, 
"The Council of National Salvation has ex- 
isted for months." But the context is un- 
clear. This is slim evidence on which to rest 
a conspiracy theory. 

Opponents of Ceausescu, certainly, had 
been in touch with each other. Up to the 
last moment General Neagoe was reporting 
Mr lliescu's meetings to Ceausescu. The 
men who formed the new government were 
preparing to take over in case of just such a 
popular uprising. lt seems they also knew 
they would get prompt Soviet recognition, 
though not necessarily active support. None 
of this amounts to saying they staged a coup. 

Final mystery: how many people died 
in the uprising? The new government has 
scaled back its previous death toll of 60,000 
to between 7,000 and 8,000. Some observers 
in Bucharest put the toll perhaps as low as 


2,000-3,000. Even that may be too high. 


Soviet Union 


The sound of something ripping 


FROM OUR MOSCOW CORRESPONDENT 


IGHT what happened in Eastern Eu- 
rope happen in the Soviet Union? 
Wrong question. lt is happening already. 
Communist regimes in Eastern Europe are 
being overthrown in two ways—violently, as 
in Romania, and constitutionally, as in Hun- 
gary—and the Soviet Union is experiencing 
them both. In Lithuania constitutional 
change has reached the point at which the 
republic is on the verge of an open breach 
with Moscow. In Azerbaijan violent con- 
frontation with party authority is beginning. 
A new political party was registered on 
December 28th: the Communist 
party of Lithuania. Before that the 
republic had been ruled by the lo- 
cal branch of the Communist 
party of the Soviet Union (CPSU). 
That may sound like a meaning- 
less distinction. The gauge of its 
importance is Mr Mikhail 
Gorbachev's own reaction. 
Usually, even amid the direst 
difficulties, Mr Gorbachev tends 
to make emollient speeches, and 
avoids committing himself to any- 
thing that cannot be reversed. Not 
so over Lithuania. He has been 
stridently critical of the proposed 
separation of the Lithuanian 
Communists. Last month he hast- 
ily called a meeting of the Soviet 


It stands to reason, says Beania 
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Mr Bernard Kouchner, the French sec- 
retary of state for humanitarian aid, reckons _ 
that between December 22nd and Decem- 
ber 28th Romanian hospitals counted 750- 
800 dead. A makeshift graveyard on a play- - 
ing field beside the Belu cemetery in 
Bucharest held about 130 graves at new 
year, though further burials were expected. 
Reports from the big provincial cities put 
the number of deaths in dozens in each case, 
not hundreds. The army says 196 of its men 
died. The Romanian Red Cross says that its - 
own supplies of blood were enough for the - 
emergency—unlikely if the casualties had | 
run into many thousands. 

In Timisoara, battle casualties were han: 
dled at the main hospital, without overspill. | 
[t was at first reported that a mass grave con- 
taining thousands of recently killed and mu- 
tilated corpses had been found at Timisoara. - 
But, on a closer count, it seems there were - 
only two dozen or so. Some of the corpses — 
were badly decomposed, suggesting that 
they had been buried long before. 

The exact number who died may never 
be known. Whar is certain is that the deaths, 
in whatever number, finally pushed the Ro- 
manians to say “Enough”. 
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party's Central Committee to discuss it. He. 
has twice summoned the Lithuanian party | 
leader, Mr Algirdas Brazauskas, to the | 
Kremlin. Next week he himself is due to 
travel to the republic to try to persuade the 
local party to undeclare independence. n 
Why the drama? The answer lies in chej 
example of Hungary—and Mr Gorbachev’s 
fear that the pattern could be repeated in- 
much of the Soviet Union. In Hungary com- 
munist reformers had hoped to manage the 
transition to democracy while retaining < 
main role for the party. They found them- 
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ves moving ever faster away from the old 
party as the voters’ dislike of communism 
became evident. 
In Lithuania the party tried at first to 
reconcile the demands of the Kremlin with 
those of the local population. But in the past 
year the republic has experienced a revolu- 
tion in expectations. Lithuania is unusual 
among Soviet republics in having a pretty 
_ homogeneous, non-Russian population: 
80% of its people are Lithuanian-speakers 
and Catholics. The vast majority now want 
independence. 
To prevent itself being wiped out at the 
local elections due on February 24th, the 
Communist party has turned itself into 
what is virtually a social democratic party. 
E abracing the concept of multi-party de- 
mocracy, it has all but abandoned Marxism. 
This may not save it from defeat at the polls, 
but it may enable it to survive. 

— Yet survive as what? The Lithuanian 
comrades want to keep links with the CPSU, 
b ut the rules of the cPsu do not formally al- 

v the kind of federation of Communist 
i des that the Lithuanians would like. De- 
‘mands are growing that the Lithuanians be 
cast off from the cpsu. Were that to happen, 
it would be a short step for the republic to 
become the first part of the Soviet Union 
‘not to be ruled by Communists at all. 
— ]n Estonia and Latvia, the local parties 
— have both said they want to refine their 
links with the cpsu. Every republican Com- 
‘munist party faces electoral challenges simi- 
ls to those in Lithuania. What if they were 
all to split away? The party is the one institu- 
tion that holds the Soviet Union together. If 
the party machine splits today, the country 
could split tomorrow. 
ri contrast, the challenge to Commu- 
st party authority in Azerbaijan is more vi- 
olent but perhaps less contagious. [zvestia, 
th t government s newspaper, has reported 
at the troubles stretch “practically along 
: entire border between Azerbaijan and 
ran", which is nearly 350 miles long. There 
'e Muslim Azeris on both sides of the bor- 
d , and it is the border controls that have 
come under attack. According to the Ira- 
. nian news agency, the violence is connected 
with “Islamic unity”. If true, this would be 
more evidence that Muslim fundamental- 


jm oy dormant in the Soviet Union, is 


y " Violence has also broken out at 

abad, a small town near the Caspian 
sa, Here a "people's committee" attacked 
ie Communist-party headquarters and 
rove party members out of the area. Vio- 
le ence in Azerbaijan i is by now not unusual. 
B Jut previous attacks on party headquarters 
have usually been sideshows in the strife be- 
tween the Azerbaijani Popular Front and 
Armenians. In Djalilabad, for the first time, 
the wrath of the Azerbaijani crowds has 
been turned directly on party officials. 
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IX months ago it would have 

seemed mad to predict that Mr 
Vaclav Havel, Czechoslovakia’s lead- 
ing dissident, would become presi- 
dent before the year was out. Yet on 
December 29th, thanks to the blood- 
less revolution that began just weeks 
before, he was sworn in. Two days 
earlier Mr Alexander Dubcek, leader 
of the abortive Prague Spring of 
1968, became chairman of the federal 
assembly in Prague—so Slovaks as 
well as Czechs have a popular hero at 
the top. President Havel chose to 
make his first foreign visit in his new 
job to East and West Germany, reck- 
oning that Germany is the emerging 
power as Europe's barriers come 
down. At the Berlin Wall, the play- 
wright turned president offered free 
Czechoslovak help in tearing down 
the rest of Europe’s ugliest barrier. 





German elections 


All the fun of the 
Campaign 


VEN before the upheaval in East Ger- 

many began last summer, West Ger- 
many looked set for unusual election drama 
in 1990. The far-right Republicans were on 
the rise; Social Democrats and Greens had 
combined to form city governments in West 
Berlin and Frankfurt; the chancellor, Mr 
Helmut Kohl, looked shaky. So the four 
state elections scheduled for this year prom- 
ised excitement, and perhaps a further 
shock or two, before the really big vote: the 
general election due in December. 

Now another date has been added to 
the already packed voting calendar—May 
6th, when East Germany is planning to hold 
its first free election. On the face of it, that 
makes things more complicated, with a West 
German election campaign becoming part 
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of an East German one, and vice versa. i 
Western politicians are eager to win public- 
ity at home by going "on the stomp” across 
the border; fledgling parties in the East 
come looking for aid in Bonn, trying to get 
as much help as possible while staying inde- 
pendent of the wealthy, weighty backers. 

But the upsurge in the East has also 
been a great simplifier for West German 
campaigners. The issue of German unity, 
with its related economic and social ques- 
tions, has pushed all others well into the 
background. Whoever cuts the best figure 
on that topic, combining clarity about the 
aim of unity (which most Germans say they 
want) with caution about how and when to 
achieve it, stands to do well at the polls. At 
present Mr Kohl is out in front, after a typi- 
cally slow start and a humiliating spell dur- 
ing which he was upstaged by his canny for- 
eign minister, Mr Hans-Dietrich Genscher. 

Mr Kohl regained the initiative at ho 
by suddenly outlining a ten-point plan fi 
German unity which caught his foes and ri- 
vals on the hop. With an eye on the right- 
wing vote, he has also been hazier than, for 
example, Mr Genscher about respecting the 
Oder-Neisse line as Poland's western bor- 
der. Haziness about that border naturally 
worries the Poles, just as the unity scheme 
upset the wartime allies—America, Russia, 
Britain and France—who were not told 
about it in advance. But Mr Kohl can be 
ruthless when he feels under threat in do- 
mestic politics. He celebrated his comeback 
with a much-publicised visit across the bor- 
der to Dresden before Christmas (getting to 
East Germany just ahead of President 
Mitterrand, who had been hoping to make 
it first), where he won a lot more cheers than 
he usually does at home. 

Thanks to Mr Kohl, his Christian Dem- 
ocratic Union and its Bavarian sister party, 
the Christian Social Union, have pulled 
back to 40% of the national vote, accordi 
to an EMNID institute poll made public o 
January Ist. That puts them 3% ahead of 
their main rival, the Social Democrats, after 
lagging well behind last summer. Since the 
Free Democrats (Liberals) are given 996, the 
partners in Mr Kohl's centre-right govern- 
ment nearly have majority support in the 
country again. 

The Social Democrats would be still 
worse placed were it not for Mr Willy 
Brandt, their ex-chairman and elder states- 
man. His eloquence, and prestige in both 
Germanies as father of the Ostpolitik, have 
helped hide divisions in the party over Ger- 
man unity. But Mr Brandt can hardly be 
hauled back to stand this year as chancellor- 
candidate (the man chosen to lead the So- 
cial Democrats in the general election), 
though some party colleagues are already 
touting him as future president of an all- 
German “confederation”. The job of chan- 
cellor-candidate looks set to go to either Mr 
Hans-Jochen Vogel, the pay viv pcd or 
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Mr Oskar Lafontaine, premier 
of the Saarland. Social Demo- 
crats are not wildly enthusias- 
tic about either. 

Mr Vogel is seen as worthy 
but legalistic, Mr Lafontaine as 
eloquent but too egocentric in 
a party where solidarity is writ 
large. If Mr Lafontaine success- 
fully defends his majority in 
the Saarland on January 28th, 
the first of this year's regional 
polls, then he looks set to get 
the job of chancellor-candi- 
date. But he is not finding it 





This is election season east of the Elbe. For the first time since the com- 
munists grabbed power over 40 years ago (in Russia over 70 years ago), 
voters will have a genuine choice. Here is democracy's timetable 


HE first fully free, multi-party general 
election in ex-communist Europe is 
due in Hungary, on March 25th. The 
new parliament will then elect a president 
of the republic. The ruling party, even 
though it now calls itself Socialist and 
boasts of its reform credentials, will do 
well to win more than a fifth of the vote. 
Romania’s post-Ceausescu leadership 
has promised a multi-party election in 
April. Some non-communists complain 
that this does not leave them enough time 
to organise. Others feel that even a hasty 
election after more than four decades of 
totalitarian rule is better than none. 
There too the Communist party is as good 
as dead, though some ex-communists 
hope to survive under a new name. 
Also in April Croatia and Slovenia, 
the most liberal of Yugoslavia's six re- 


Soviet local elections in 1990 


February 18th 

(Held in December 1989) 
June 17th 
Date not fixed 
Date not fixed 

February 25th 

February 25th 

(Held in December 1989) 
January 7th 

(Held in December 1989) 
(Held in December 1989) 
Date not fixed 





publics, will be holding their first multi- 
party elections for their local parliaments. 
These are likely to lead to coalition gov- 
ernments in Ljubljana and Zagreb. The 
rest of Yugoslavia—including the federal 
government in Belgrade—is, for the mo- 
ment, sticking to the old Leninist princi- 
ple of the one-horse race. 

East Germany is committed to hold- 
ing its first multi-party general election on 
May 6th. Bulgaria's post-Zhivkov leaders 
have also been talking of holding theirs in 
May at the latest. In both countries the 
opposition is fragmented and lacks leader- 
ship. Voters will have to chose between 
the unknown and the unloved. 

June seems the most likely month for 
Czechoslovakia's parliamentary elec- 
tion. The new federal assembly will in 
turn pick a president to take over from Mr 
Vaclav Havel, who by popular 
demand is temporarily doing 
the job. The opposition would 
like elections for local authori- 
ties as well as for the separate 
Czech and Slovak assemblies 
to be held before the general 
election, so that democrats can 
replace time-serving Commu- 
nists from the bottom up. 

Poland held its first, semi- 
free election last June. The 
communists rigged the rules to 
give them a guaranteed block 
in the lower house, but the 
Solidarity opposition won 99 
out of 100 seats in the fully free 
vote for the upper house. So 
the unexpected outcome was 
Eastern Europe's first non- 
communist government, under 
Mr Tadeusz Mazowiecki. A 


new parliamentary election is 





sent packing in January 1918, because his 


viet Union. Everywhere Communists will 


Latvia and Lithuania—are closest to the 


victory at this year's elections should de- 
stroy any neo-Stalinist hopes of putting 


the emerging political landscape east of | 
the Elbe. | 
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easy to do well locally and nationally at the — 
same time. By brandishing a contingency 
plan to stem immigration from East Ger- 
many, Mr Lafontaine evidently hoped to- 
prevent a surge of support for the anti-for- 
eigner Republicans in his home state. He 
may do so—but he has infuriated even for- 
mer well-wishers in his own party. ^ 
The Social Democrats’ discomfiture — 
does not mean that the conservative parties 
in the government can rest easy. The Chris- — 
tian Democrats are unlikely to take the state 
of North Rhine-Westphalia, long a Soci 
Democratic stronghold, in the election: 
there on May 13th; and they will have a job — 
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not due until 1993, but local and regional 
elections are expected later this year, 
probably in the autumn. While local gov- 
ernment is still in the hands of commu- 
nists, reforms can be sabotaged. 

The Soviet Union is in the throes of 
its first nearly-free elections since those 
for the constituent assembly which Lenin 


Bolsheviks had ended up as a minority 
party. The present elections, which began 
in December and will last until the sum- 
mer (see table), are for local governments 
as well as for the Supreme Soviets (parlia- 
ments) of the republics that form the So- If 


face a challenge from the local national I 
ists. The three Baltic republics—Estonia, — 


multi-party politics emerging in Eastern 
Europe. | 

' Already the mere existence of strong 
non-communist parties has destroyed the || 
illusion of communist invincibility. Their 


the clock back. And the clutch of elec- 
tions will generate new employment—not 
least for psephologists needed to analyse 
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defending their slim majority in Lower Sax- 
ony in the poll there the same day. 

The Christian Social Union, facing an 
October election in Bavaria where it has 
dominated political life for decades, has big 
troubles too. It fears the challenge from the 
Republicans probably even more than Mr 
Lafontaine does. In the last state poll four 
years ago, the CSU lost votes but still kept an 
absolute majority (5696) thanks to its ebul- 
lient leader, Franz Josef Strauss. But Strauss 
has since died and the Republicans, head- 
quartered in Bavaria, look likely this time to 
win the minimum 596 support needed to en- 
ter parliament. If the Csu dropped below 
5096 next time, with whom would they form 
a coalition? Hardly with the Social Demo- 
crats or Greens; and the Free Democrats 
may again fail to win any seats in Bavaria. 
Yet a coalition with the Republicans, the 
first in any state government, would be a 
huge boost for the far right only two months 

re the general election. 

The party's other worry is that it stands 


to lose more clout as the two Germanies 
draw close. Under the larger-than-life 


uss, it overcame the disability of existing 
in Bavaria alone (though even Strauss some- 
times toyed with a plan to extend the party 
countrywide). Now it is seeking contacts 
with like-minded groups in those parts of 
East Germany bordering Bavaria and, as a 
sign of the search for new horizons, it is 


holding its annual strategy meeting this 
month across the border in Leipzig. Is there 
a new conservative alliance in the offing 
across the southern part of both Germanies? 
If so, can it be long before other pan-Ger- 
man political groups emerge too? 

The biggest question in all these elec- 
tions is how far the Republicans, who favour 
German unity in principle but don’t like im- 
migrants (even German ones) in practice, 
stand to gain from the upheavals in the East. 
Latest polls give them only 4% of the na- 
tional vote—a sign, government optimists 
say, that the mainstream conservatives are 
winning back former supporters by shifting 
their own policies a touch further right. Pes- 
simists fear the influence of two possible 
developments in East Germany. 

One is a strong upsurge of nationalist 
feeling, which could feed back across the 
border to the West; on January 3rd East 
Germany's new leaders organised a mass 
rally against recent signs of a neo-Nazi re- 
vival. The other is a huge new flood of East 
German immigrants, driven west by despair 
over the dismal economy at home. That 
would bring added pressure on housing and 
jobs and bolster Republican support. Small 
wonder that Mr Kohl has been going out of 
his way recently to emphasise to East Ger- 
mans that the road to unity is paved with 
economic aid from the West. 





Hors d'oeuvre of the new Europe 


HE foie gras served in the common 

European house promises to be good 
and cheap. This is heartening news for 
many Europeans, dispiriting for the 600 
companies and in south-west 
France that dominate production of foie 
gras. Till now, East European produc- 
ers—Poland, Bulgaria and, mainly, Hun- 
gary—have sold most of their goose liv- 
ers to France as a Comeconc-style 
commodity, accounting for some 2,000 
tonnes of the 5,500 tonnes of foie gras 
eaten worldwide in 1989. 

The French almost monopolise the 
delicate simmering process that prepares 
goose livers for the table. Now, according 
to Le Figaro, they fear that economic re- 
forms in the East will change things. A 
kilogram of crude foie gras costs FFr120 
($20) in Hungary, FFr200 from a French 
farmer and some FFr700 cooked and pre- 
pared for sale. Freed of bureaucratic 
shackles, eastern producers will be keen 
to add more of that value at home. 

The French will fight back in three 
ways. First, secrecy. Already, for some 
years, the Hungarians have been trying 
to wangle a foie gras technology transfer: 
the French have kept their recipes to 
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themselves. But some big French pro- 
ducer may crack as the lower wage-costs 
of Eastern Europe beckon. Second, stan- 
dards. The French want to set high Euro- 
standards for foie gras. Tell that to the 
European Commission which has al- 
ready rebuffed the beer- and pasta-pur- 
ists of West Germany and ltaly. 

Lastly, Frenchness. Nobody makes 
foie gras like the French. Here they are 
on firmer ground. But as France's foie 
gras artisans struggle to survive on their 
merits, they will share a sensation com- 
mon to European producers of many 
things: how gladdening the economic po- 
tential of Eastern Europe, how sadden- 
ing when it is aimed at me. 





European Community i 
Eyes east 


FROM OUR BRUSSELS CORRESPONDENT 


HE European Community stands to do 

quite nicely as East European countries 
open their economies to market forces. But 
the benefits will not be evenly spread. While 
West Germany relishes the prospects, the 
EC's southern members, especially Spain, 
fear that liberalisation in the East will widen 
the gap between them and the Communi- 
ty's more prosperous north. 

They believe that investment projects 
that would normally come to them because 
of their cost advantages will now land up in 
Eastern Europe instead. Spain has attracted 
some $45 billion of foreign investment since 
it joined the Community in 1986. Mr Carlos 
March, chairman of a leading Spanish bank: 
ing and industrial group, said recently t 
the East European economies posed a grav 
threat to Spain. In December the Japanese 
Mitsubishi group took a last-minute deci- 
sion to switch a project for a new manufac- 
turing plant from Spain to Eastern Europe. 
Six months ago a poll of West German tex- 
tile manufacturers showed Portugal and 
Spain as the favoured places for new invest- 
ment in Europe. Now they are looking 
closer to home. 

It is easy to see why. Wage rates in Hun- 
gary or Poland are well below even those in 
Portugal, which has the cheapest labour in 
the Community. East European workers are 
reasonably well educated. Plants there will 
be close to the EC's biggest markets. 

Spain and its fellow southerners have 
other worries. One is that, as reforms make 
East European industry more efficient, the 
ex-communists will start to compete most 
directly with the southerners—for example, 
in textiles, furniture and even cars. Anoth 
fear, political this time, is that the Comm 
nity's concern to help Eastern Europe will 
make it neglect its Mediterranean neigh- 
bours. The southerners cite as evidence the 
decision to delay the processing of Turkey's 
application for EC membership and the 
Community's lack of generosity in the new 
Lomé trade-and-aid convention with poor 
countries in Africa, the Caribbean and the 
Pacific. 

Officials of the European Commission 
in Brussels who are responsible for revising 
the now outdated trade agreements with its 
neighbours say that the Community must 
help these states develop solid economic 
structures at home. Otherwise, a wave of 
boat people could sweep across the Mediter- 
ranean in search of a better life in Europe. 
Morocco is less than 30 miles from Spain at 
the closest point. If open frontiers inside the 
EC become a reality, folks beyond Spain and 
Italy should be worried. 
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In 1989, Thornton's entrepreneurial flair backed by the power and prestige of Dresdner has proved to be a winning, profit-making 
combination. Funds under management have grown substantially during the year with continuing high performance from our existing funds. 
This year, we launched innovative, new products like the Thornton Asian Emerging Markets Investment Trust, at the time the largest trust ever 
launched in the UK. 

Our renowned expertise in Asian markets continues unabated. But Thornton is no longer just a specialist Far Eastern fund 
management company. We've grown through our network of offices in Europe and Asia and developed 
into a premier international money manager offering a broad range of unit trusts, mutual funds 
investment trusts and discretionary management services for institutions. 

Our historic strengths have not altered, but with Dresdner Bank as our parent 
company, we will be able to meet the challenges of today’s complex investment 
world with far greater resources. 

To better understand our investment philosophy, please call one 
of our offices for our acclaimed Topic Papers and Case Studies. 
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3 A MEMBER OF THE DRESDNER BANK GROUP 


Because you cant always be 
everywhere your money is, 


you need a private bank that can. 





If you're an individual who has substantial 
assets to manage worldwide, you need a partner 
who has a global perspective 

No one can give you that perspective like a 
Private Banker from Chase 


Your Chase Private Banker will work closely with 
you to gain an intimate understanding of your 
financial goals, then utilize the power and reach of 
the Chase network to make those goals a reality. 

Your Chase Private Banker can provide expert 





Chase Private Banking International 


For more information contact Helena Koo in Hong Kong on 841 4321, Kam Sioe Nio in Singapore on 530 4111 
Hiroki Takahashi in Tokyo on 34708240. or Sam Lo in Talpel on 25141234 


advice on investment opportunities such as 
securities portfolio management, foreign exchange 
and real estate, as well as the establishment of 
trusts and holding companies. 

Our commitment to discreet, personalized 


service and the maximization of investment returns 
for our clients is borne out by the fact that most of 
our new clients are referred to us by our existing 
ones. Another reason to discover the global 
advantages of private banking with Chase 
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Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medial, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 


that year. 


CAMUS 


COGNAC, FRANCE 














Long-running shows 


Norman Fowler, the employ- 
ment secretary, resigned to 
spend more time with his fam- 
ily after 10! years in the cabi- 
net. Michael Howard, a for- 
mer environment minister 
who walked on water by sell- 
ing it in 1989, succeeded him. 
Only Peter Walker and Sir 
Geoffrey Howe have now sur- 
vived through all Margaret 
Thatcher's cabinets. 


Listeners to the BBC's "To- 
day” morning radio pro- 
gramme voted Margaret 
Thatcher their Woman of the 
Year for 1989, It was her 
fourth consecutive win and 
she received more votes than 
all the other women nominees 
put together. Mikhail Gorba- 
chev was Man of the Year, as 
in 1988. 


The current-account deficit 
was a dismal £1.4 billion in 
November, down from £1.7 
billion the previous month. 
Sterling and the stockmarket 
rallied at the improvement. 


After China attacked the plan 
to give 225,000 Hongkongers 
immigration rights to Brit- 
ain, Douglas Hurd, the foreign 
secretary, announced that he 
would visit the colony for four 
days from January 13th. 





As figures released by a 
prison-reform group, NACRO, 
confirmed Britain's prowess at 
incarceration, Judge James 
Pickles sent a teenage cashier 
to prison with her baby for let- 
ting friends past her till with- 
out paying. 


Labour-controlled councils in 
metropolitan areas planned to 
run alternative ambulance 
services, claiming that army 
and police ambulances were 
inadequate. The forces had 
been called in when the pay 
dispute disrupted the normal 
service. Suspended 


ambulancemen are now volun- | 


teering to drive for councils. 
Patients are confused. 


Andrew Knight, editor of The 
Economist from 1974 to 1986, 
was appointed executive chair- 
man of Rupert Murdoch's 
News International. Mr 
Knight, fresh from four years 
modernising the Telegraph 
group as its chief executive, 
will oversee the business and 
editorial development of Mr 
Murdoch’s five British news- 
papers and Sky satellite Tv. 


Image-conscious 


Five high-street banks with- 
drew plans to run the govern- 
ment's student loans scheme. 
They feared they might upset 
student customers, who are 
campaigning against the 
scheme. The government is 
pressing ahead, whatever the 
affront to student voters. 


Shops may soon be offering 
discounts for cash. Nicholas 
Ridley, the trade secretary, 








told credit card companies to 
stop forcing retailers to charge 
identical prices for paper and 
plastic. What really horrified 
the companies was the unex- 
pected decision to make them 
publish their charges to shops. 





Two men were made peers 
and 44 knights in the new 
year honours. The Queen 
created one new baroness and 
two new dames. 


Buckingham Palace managed 
to strip Nicolae Ceausescu of 
his honorary knighthood 
three days before he was shot 
by a firing squad. 


The nuclear power industry 
was given à new corporate 
identity with the launch of 
Nuclear Electric, the only gen- 
erator of electricity destined to 
remain state-owned. "I am 
convinced that remcved from 
the short-term demands of the 
private sector, nuclear power 


can and will provide electricity 
at a competitive cost’, said its 
optimistic chairman. 


Trend-spotting 


Local councils were warned by 
the Audit Commission, their 
independent watchdog, to 
keep an eye on management 
buy-outs of municipal service 
organisations where the deals 
involve council staff. Buy- 
outs have spread in the wake 
of new competitive tendering 
rules for service contracts— 
and insiders could pull a fast 
one on ratepayers. 


New car sales at 2.3m were 
their highest ever in 1989—as 
in 1988 and 1987. 


New rateable values were an- 
nounced for businesses in 
England and Wales, to a 
chorus of complaint from 
shopkeepers, the CBI and 
other special pleaders. 


More news of the Channel 
tunnel —from 30 years ago. 
The defence ministry thought 
of blowing up such a tunnel 
with a nuclear bomb in the 
case of invasion, according to 


papers released under the 30- 


year secrecy rule. 


A sober tone for the 1990s 
was set by a fun-loving prod- 
uct of the 1980s, Club 18-30. 
Holiday hanky-panky, conga- 
dancing pub crawls and 
Union Jack shorts will be out; 
white-collar couples looking 
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for quiet hotels will be in, sug- — 


gests the company's market 
research. 
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nited States Offering 
5,180,000 Shares 


The First Boston Corporation Merrill Lynch Capital Markets 
Bear, Stearns & Co. Inc. Alex. Brown & Sons Dillon, Read & Co. Inc. 


Incorporated 


naldson, Lufkin & Jenrette Drexel Burnham Lambert Goldman, Sachs & Co. 


Securities Corporation Incorporated 


Hambrecht & Quist Kidder, Peabody & Co. Lazard Frères & Co. | Montgomery Securities 


Incorporated incorporated 


Morgan Stanley & Co. Paine Webber Incorporated Prudential-Bache Capital Funding 


Incorporated 


bertson, Stephens & Company Salomon Brothers Inc | Shearson Lehman Hutton Inc. 
Smith Barney, Harris Upham & Co. Wertheim Schroder & Co. Dean Witter Reynolds Inc. 


ncorporated Incorporated 


Advest, Inc. Allen & Company A. G. Edwards & Sons, Inc. Oppenheimer & Co., Inc. 


Incorporat 


International Offering 
1,295,000 Shares 


Credit Suisse First Boston Limited Merrill Lynch International Limited 


Cazenove & Co. Paribas Capital Markets Group 
N M Rothschild & Sons Limited Swiss Bank Corporation 


Investment Banking 
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Cold front to the south 


The economy as a whole is facing a bleak year, but the gloom is patchy. 
Who, what and where looks likely to suffer the most? 


HE economic downturn in prospect for 

1990 looks like a softer mirror-image of 

the one in 1980-81. Better-off people, rather 

than the poor, are being hit; r service 

panies are suffering more than big, ex- 

De ed manufacturers; the south-east is 
oing worse than other regions. 

In the early 1980s the recession was 
brought on by a squeeze on business. Indus- 
tries suffered through an increase in VAT, 
cuts in regional grants and subsidies 
to nationalised industries, and espe- 
cially through a high exchange rate. 
The people who suffered were those 
who lost their jobs. This time people 
are being hit directly, through inter- 
est rates. The relatively prosperous— 
in particular, the 65% who own their 
homes—are feeling the impact first, 
and are passing on their suffering to 
businesses. 

Among service firms, lawyers and 
estate agents have followed the over- 
blown financial industry into gloom. 
As house-owners have cut back, so re- 
tailers have begun to suffer. Shops 
selling luxuries and big household 

are doing worst. Those who sell 

tials like foodstuffs, and busi- 

nesses like mail order that sell to the 

poor and were badly hit last time 
round, are doing reasonably well. 

Fat years, as service companies 
are discovering, almost always give 
way to unusually thin ones. The 
squeeze that hit manufacturing so hard in 
the early 1980s now threatens many service 
companies that have expanded too fast— 
even across the Atlantic—and committed 
themselves to too much new investment. 
Many were launched in a boom and have 
never learnt to manage a slump. 

Small companies, concentrated in the 
service sector, are doing worse than big 
ones. They also suffer more from high inter- 
est rates: they tend to have a lot of bank debt 
and a smaller capital base than do large com- 

: ery Their plight is worrying the clearing 











em are helping manufacturers keep 


their heads above water. \ 


service in- 
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dustries tend to rely on the domestic mar- 
ket, manufacturers can look abroad. In the 
early 1980s that flexibility did them little 
good, since the world was in recession and 
the strong pound had knocked the stuffing 
out of British competitiveness. But these 
days demand in Europe is growing faster 
than in Britain, and the pound has fallen 
more than 1096 against the D-mark in the 
past three months, so manufacturers are 





switching to exports. The engineering and 
capital-g industry, in particular, is bene- 
fiting from healthy foreign markets. Scot- 
land's exports of whisky, tourism and elec- 
tronics are doing well, too. 

Different bits of the country are making 
very different noises: broadly, the east Mid- 
lands, East Anglia and the south-west, are 
following the south-east into the downturn. 
A report on business confidence from Dun 
& Bradstreet, a company-watching firm, 
published on January 2nd, offers a gloomy 
all-round picture for sales in the first quarter 
of 1990, with companies most depressed in 
the south-west, London and the south-east 


and most cheerful in the north-east. Accord- 
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ing to the DTI’s figures on compulsory liqui- 
dations in the third quarter of 1989, by fa ar 
the biggest increases were reported by courts 
in London and south-eastern provincia 
towns like Watford and Southend. 
Mortgages are the best explanation 
The average mortgage in London is 
£60,000, compared to £23,000 in No 
Ireland, £25,000 in Scotland and the north 
and £28,000 in the north-west and York rk- 
shire and Humberside. Council tenants, un- 
affected by interest rates, are concentrat 
in the north. While overborrowed areas are 
suffering, parts of the country where peop le 
save more than they borrow are getting 
richer as a result of high interest rates. — — 
The bust after the boom, meanwhi i l 
increasing the south-east's pain. Take office 
construction: it held up fairly well last yea x 
while house-building slumped. But t 
Building Employers' Confederation expe ct ; 
a slump in commercial building in thi 
south-east this year because over-ex- 
pansion during the boom years 
means that the commercial-property 
market looks like being flood 
year and next. 
London’s 1982-88 —— 
consequent congestion, is pushing 
growth out to region ns. 
Decentralisation is picking up speed: 
costs are squeezing the private secto ror. 
and the Treasury is squeezing the 
public sector. One surveyor, Joni 
Lang Wootton, predicts that 9,00€ 
jobs will move out of London th 
year and 10,000, the highest numb ber 
ever, next year. Too few to mak 
much impact on London congestion, 
but enough to give a nice boost F 
towns they move to. 
Despite the blows raining on ti 
south-east—including now the new 
business rate, though reactions. to it 
impact look absurdly exaggerated (s 
box on next page)—some forecaste 
believe that later this year the suffering wi 
spread to the rest of the country. The south- 
east may have more fat to lose, they e 
its economy is fundamentally stronger. / 
way, the pull of the continent will a! 
take growth south-eastwards. © 
Mr Paul Snook, liquidations co-ordi- 
nator at one accountancy firm, Touche 
Ross, and a man with his finger on the pu hie 
of pain, would agree. He says cheerfully th: 
liquidations boomed in the sout ad 
around October—but, pointing to some 
promising recent northern bankruptcies, he 
og: thar the bad times are spreading 
t. us 
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OWLS of pain hit Downing Street 

this week as retailers in southern 
England learnt of their new rate bills. 
From poor old Harrods, which will (in 
time) see its rate bill rise eightfold, down 
to many a small shopkeeper facing a dou- 
bling or trebling, the high street is clearly 
facing bankruptcy, isn't it? 

Hardly. There will be a flood of well- 
publicised hardship cases, and some will 
see their new rateable values (which, 
rather than the new uniform business 
rate itself, are causing most of the trou- 
| ble)cut on appeal. Yet rates now account 
| for only 12% of an average retailer's 
turnover. So even a trebled rate bill (and 
few average ones will be) means only 
41596 of turnover—and the jump will be 






























spread over five years. 

Of course, that 396 increment is a fat 
chunk of profits. But look at the other, 
bigger rises that retailers have survived 
without lamenting that the roof was cav- 
ing it. Rents have been rising until re- 
cently at an average of 15-2596 a vear: 
more, that is, in terms of turnover, than 
all but the most horrendous of the com- 
ing rate rises. 

So what?, shopkeepers will say: now 
they face two great rises instead of one. 
Not so. Most shop rents are fixed on five- 
year terms. If inflation rips over that pe- 
riod—as it is doing now—the less the 
burden of a fixed rent. And when his 
rent review does come round, the shop- 
keeper should negotiate hard for a lower 
rent rise to allow for a high rate rise. If he 
does not succeed, it's a new estate agent 
he needs, not a bleat to his Mr. 





Northern Ireland 








Bringing home the Boston butter 


ONE are the days when Irish-Ameri- 

cans, keen to help the old country, 
were a soft touch for Noraid, fund-raisers to 
the IRA. But schemes to put Irish-American 
dollars behind regeneration plans for the 
province of Northern lreland have been a 
long time coming. A £30m investment in 
Londonderry by a Boston firm, announced 
just before Christmas, could. mark the fru- 
ition of a protracted campaign by politicians 
on both sides of the Atlantic. 

The O'Connell Development Com- 
pany, the private business of a family with all 
the necessary forebears, is the main private 
investor. The project is to build a complex 
of shops and offices on Foyle Street in 
the rundown dockland area at the 
centre of Londonderry. Another 
£35m has been committed by the 
British government, in partnership 
with several prominent firms (includ- 
ing Marks and Spencer, which vill be 
the anchor tenant with 260,000 
square feet of retail space). 

The finished project should bring 
1,400 desperately needed new jobs to 
Londonderry. The city is Northern 
lreland’s second biggest, though its 
population (at 97,500) is only about 
the same as Exeter's. On the desolate 
Catholic estates of Creggan and 
Shantallow—one of the bleakest 
places anywhere in the European 
Community, and a heartland of the 
IRA—two out of three men are unem- 
ployed. 

The significance of the project 
lies not only in its size, but in its site as 
well. The sectarian division of the 


56 












Flynn shows Brooke his helping hand 





province is glumly reflected in the geograph- 
ical segregation of Londonderry's Catholics 

and Protestants. The new complex will go as 

far as any building could towards straddling 

that divide. It will stand with its back to the 

Catholic Bogside and Creggan estates, and 

its face to the Protestant Waterside across 

the river (see map). 

The hope is that shoppers will flock to 
the complex from both sides of the city. 
That could make things tricky for IRA bomb- 
ers intent on blitzing “economic targets”, 
but in danger of killing their own mothers. 
The aim is that new jobs in the complex will 
be equally accessible to both communities. 

The Boston developers behind the 
project were wooed hard by the lrish-Ameri- 
can mayor of Boston, Mr Ray Flynn, and by 
Mr John Hume, the local mp and the leading 
anti-IRA figure among Northern lreland's 
Catholics. Two years ago the two men to- 
gether launched the “Derry/Boston Ve 
tures Committee", and Mr Hume has won 
support since then from Londonderry's 
Catholics and Protestants alike. 

Mr Hume's standing in America has 
helped turn support away from Noraid and 
the IRA since the 1970s. Mayor 
Flynn's involvement is also cru- 
cial. He is known in Northern Ire- 
land chiefly as one of the strongest 
supporters of the MacBride Prin- 
ciples, an affirmative-action code 
for industry in Northern Ireland 
aimed at changing the realities 
that ensure an Ulster Catholic is 
twice as likely to be unemployed as 
any Protestant is. 

Lobbying on this issue by American 
politicians like Mr Flynn has long irritated 
the British government, but is now having 
an effect. Mr Flynn talked with Mr Peter 
Brooke, the Northern Ireland secretary, dur- 
ing a visit to the province last September. 

Pressure from America has played 
large part in prompting a couch A 
stand by the government against job 
discrimination in the province. A 
beefed-up Fair Employment Act came 
into effect this week. 

Derry/Boston Ventures is essen- 
tially an act of faith by the leaders of a 
city where many ordinary people 
have long since become hopelessly 
alienated from any sort of official- 
dom. If the government can now pur- 
sue the Fair Employment Act effec- 
tively, the Anglo-American sponsors 
of the Foyle Street project may feel 
that their faith has been vindicated. 
Paradoxically, though, the implemen- 
tation of the act in predominantly 
Catholic Londonderry means that it 
will be used to ensure that some of the 
new Foyle Street jobs go not to Cath- 
olics but members of the Protestant 
minority. 
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Management education 


Business-school blues 


Oxford and Cambridge reckon they need to set up excellent business 


schools if they are to woo w 
sities. But rough waters may lie 


HIS winter Oxbridge common rooms 

are buzzing with gossip about the out- 
come of a new kind of varsity match: who 
will be first to set up a first-class business 
school? By the mid-1990s the two universi- 
ties hope to be teaching both undergraduate 
courses in management and fully fledged 
master of business administration (MBA) de- 
grees. Both intend their MBAs to be self-fi- 
nancing: students (or rather their employ- 
ers) will fork out at least £7,000 a year for 
Ba peivige of an MBA (Oxon or Cantab) 


The proposed business schools threaten 
(or should one say promise?) to change the 
ancient universities irrevocably. In Oxford, 
in particular, management studies will be 
transformed from one of the smallest to by 


Darkness at Kew 


HE release, each new year, of once- 

secret 30-year-old government pa- 
pers by the Public Records Office at Kew 
is a great British ritual—a rare chance to 
reveal Whitehall's murky shenanigans. 

In theory; but not in practice. For 
anything really interesting is held back, 
for 50 or even 100 years. Not just old spy 
tales, or the mouldy secrets of defence 
planning: the Lord Chancellor has 
power to stop anything "exceptionally 
sensitive", or the release of which would 
"breach good faith” or “cause distress 
to, or endanger, living persons or their 
immediate descendants.” 

Pretty wide, you may think. So who 
really decides what Britons may read 
about their past? Step forward, Mr J.R. 
Green, a Downing Street official. If you 
discover a really promising file at Kew, 
prepare for a disappointment. Mr Green 
has got there first. Among the docu- 





pos and 


remain world-class univer- 


far the largest graduate school. Critics fear 
that business dons and boorish yuppies will 
lower the tone of the place; enthusiasts talk 
of plugging Oxbridge into the enterprise so- 
ciety. 

There is more at stake than just aca- 
demic ethos. Cash-related courses are being 
introduced for cash-related reasons. Aware 
that they will remain world-class only if they 
winkle money out of corporate and private 
donors, both universities have launched ap- 
peals— Oxford for £220m and Cambridge, 
following close behind, for £250m. 

Fund-raisers quickly learned that the 
rich—particularly the Thatcherite nou- 
veaux riches—are reluctant to give money 
to dons who are happier consuming port 


than producing wealth. The business 


ments he has withheld this time is a letter 
from the then Duke of Norfolk to the 
then prime minister Harold Macmillan, 
offering the duke's views on the televis- 
ing of the opening of Parliament. Phew! 
The nation's security saved again. 

The ludicrous tale gets ludicrouser. 
The Lord Chancellor has a committee of 
the great and the good, chaired by the 
Master of the Rolls and including aca- 
demics, former civil servants and Mrs. Its 
job is to approve individual proposals to 
suppress documents. 

Which obviously involves them read- 
ing the said documents? Wrong. Even 
the great and the good are not allowed to 
read a word of any of them: too sensitive, 
old boy. So how can they possibly decide 
which papers should be suppressed as 
Whitehall has recommended? Er, um. 
Still, the committee obviously pulls it off 
somehow: nobody can remember the last 
time it failed to suppress all the docu- 
ments on Whitehall’s secret list. So 
that's all right, then. 
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schools are intended to make Oxbric 
benefactor-friendly. Hence the urgency. 
So far Cambridge has the edge on Ox- 
ford—not least because Mr Peter Watson, - 
the Peat Marwick professor of management 
studies there, is a canny practitioner: of uni- 
versity politics. Its Institute of Management. 
Studies became a free-standing instituti 1 
on January Ist and will start teaching its first 
MBA students in October 1991. The Oxford 
plan is still on the drawing board. A 
that it survives an obstacle-course of com- 
mittees which culminate in the university 
parliament or "convocation"—and the 
great and the good of the university will do - 
all in their power to ensure that it does—it 
will begin to operate in October 1992. — — 
What Oxford lacks in speed it is making 
up for in ambition and resources. There is - 
talk of spending £25m on setting up the - 
school and of recruiting 150 MBA students a d 
year; Cambridge is thinking in terms of ar 
initial investment of £10m and an initial in- 
take of 28 MBA students. Moreover, Oxfe " 
already has a college—Templeton—devoted 
to teaching business studies. Cambridge, on 
the other hand, will not have a suitable 
building before 1993. 1 


Late starters : 
Success will not come easily. The great 


American business schools have been offer- 
ing MBAs for at least 60 years, London and 
Manchester for 25. Mr George Bain, the 
newly-appointed principal of the Londo n 
Business School (LBs), argues that Britain 
now has too many such schools: b le- 
fined, there are over 110. What is needed 
he says, is a period of consolidation and im 
provement, not expansion and dilution. _ 

Today' s Oxbridge fund-raisers must be 
cursing the sloth of yesterday's dons. In 
1963 both Lord Robbins and Lord Franks 
recommended that the two ancient si- 
ties would be ideal homes for the new sub- 
ject of management but failed to find “t 
necessary will to do anything". London ar d 
Manchester were quick to show willing ir 
stead. l 

The reformers do not even have the ac 1 
vantage of starting from scratch. In both 
places undergraduate business courses v 
taken over in the 1970s by the depa nents 
of engineering (enriched engineering c e- 


grees were then all the rage). In Oxford both 
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th e appointments committee and Temple- 
ton College for years saw the development 
of management education mainly in terms 
of offering short courses to middle-aged 
businessmen. 
Cambridge's solution to the problem of 
late entry has been to find an unexploited 
market niche. Its MBA will last for three 
years, rather than the more normal two. Stu- 
dents will spend only one term in each year 
resident at the university; the rest of the 
time they will be working for an employer. 
T e school will recruit its MBA students at a 
younger age than most of its rivals: at 23 
rather than 28. Mr Stephen Watson argues 
that this has two big advantages: it means 
t at the university will avoid head-on com- 
tition with the established business 
schools, and will enable it to syphon off 
their potential recruits. 
Mr George Bain admires the way that 
C E has positioned its product so 
at it backs neatly onto its undergraduate 
cc s. And Mr Charles Handy, an LBS 
rofessor who helped Cambridge to set up 
its course, argues that the school may be 
a ple to attract talented graduates who would 
E er have dreamt of bothering with busi- 
ss school later in their careers. But the 
ar Bidwich course structure will rule out the 
atmosphere of intense application which 
M es the Harvard Business School such an 
exciting and successful institution. 
-. Oxford calculates that it has enough 


“Fall in, Professor 


RIVATISATION knows no bounds. 
What was good enough for the naval 
E now looks all right for the hal- 
lowed halls of the world's best-known mil- 
_ itary academy, Sandhurst. 
= The Ministry of Defence will shortly 
_ be asking a list of universities and colleges 
. to submit their ideas, and their prices, for 
taking over the academic department of 
this institution that trains young officers 
. for the British army and for dozens of oth- 
. ers as well, all over the world. On present 
plans, the winner's academics will start 
next year, opening their courses with: 
"you call me 'sir' and I call you ‘sit’, and 
. the difference is that you mean it” 
Sandhurst conducts several different 
courses: the two main ones run for just 
under a year. Roughly 8596 of the time is 
. devoted to military training, which is han- 
mainly by officers and Ncos— 
though also by members of the academic 
staff—and 15% goes to the "academic" 
. curriculum: brief courses in military his- 
. tory, geo-politics, economics and all that, 
. conducted by the academic department. 
This is the bit now to be put out to 
contract. 
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money to challenge the established business 
schools head-on. Like Harvard and Les, it 
will offer.an intensive full-time, two-year 
MBA. Students will live in traditional col- 
leges and travel out to Templeton, which 
will be the centre of business education. 
Oxford may be over-estimating its ad- 
vantages. Pessimists in Oxford and opti- 
mists in rival business schools argue that 
Templeton will prove to be more trouble 
than it is worth. Quite simply, it is on the 
wrong side of the railway tracks. Business- 
school students will have to endure the bore 
of commuting between their colleges and 
Templeton and the distraction of living 
their social and academic lives separately. 


Rivals and critics 


Meanwhile the established business schools 
also have ambitious plans. LBS intends to 
double its faculty over the next few years 
and has no qualms about paying big money 
for exceptional talent: star-studded facul- 


There are two reasons why a university 
might be able to do this job better and 
cheaper than the 50 civil servants who do 
it now (the total privatisation contract 
may run to nearer 100 people if support 
staff are included as well). First, staff num- 





bers are currently fixed to cope with the 
teaching schedule when it is at its most in- 
tense; but the demands of the schedule 
vary a lot. A university could manage with 
a smaller permanent staff and draw on its 
main faculty for extra instructors at peak 
times. (Some of the present civil-service 
instructors would undoubtedly be hired 
by the winning institution, but there are 


bound to be some edundendals And 
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ties, says Mr Bil are one of the € to süc- 
cess. Oxford and Cambridge will find it dif- 
ficult to recruit qualified, let alone world- 
class, academics. If they refuse to pay 
competitive salaries, they will find it impos- 
sible; if they pay up, both can expect to en- 
counter stiff opposition from academic fo- 
gies, old and young alike. 

These critics-in-waiting see the initia- 
tives as a genuflection to Mrs Thatcher. 
They resent the prospect of junior lecturers 
in management studies demanding higher 
salaries than world-class Greek scholars. 
They argue that business is no more of an 
academic subject than is cookery; point out 
that many faculty members lack academic 
distinction; and complain that the schools 
have seized a much bigger share of future re- 
sources than their academic merits deserve. 

For all their old-fashioned ring, such 
complaints are supported by the University 
Funding Council's (UFC) new-fangled 7 
ing of university departments. In Oxfo 
management studies scored a lowly two-out- 
of-five on the urc's scale: 16 departments, 
most of them not picked out for expansion, 
scored five (as, incidentally, did Las). 

So the two ancient universities are late 
entrants into an over-crowded and under- 
staffed area. They are handicapped by idio- 
syncratic traditions and prejudices. Both 
may be paying for many years to come for 
their dithering in the 1960s. 









second, a university could wheel in its su- 
perstars for a few days at a time to liven 
things up. 

Several universities are attracted by 
the revenues. King's College, London, 
Reading, Aberystwyth, Birmingham and 
Southampton will all almost certainly bid; 
so too will the Cranfield Institute of Tech- | 
nology, which already does a similar job 
for a different sort of army training estab- 
lishment, the Royal College of Military | 
Science, at Shrivenham. | 

The army hopes to get not only more | 
for its money with the new system, but | 
new ideas as well. Indeed, it may get one | 
or two from an unexpected direction. 
University lecturers and professors are 
unlikely to submit to the sort of com- 
mand-and-control that the civil service 
takes for granted: gripes and recommen- 
dations spurned by the army might well be 
pushed through other channels by the | 
parent university. | 

One example: Sandhurst instructors | 
have long complained that the academic | 
training course is too short (a few weeks, | 
for most students); some good ones have | 
left because of it. With a university run- 
ning things, the academic content would 
surely improve. The world awaits some 
textbook wars. 








The Norman invasion 


E IS welcoming 1990 with a grin, a 
glint in his eye and a busy right 
hook. The yelps of surprised pain and an- 
ger as Mr Norman Tebbit counter-attacks 
over the Hongkong immigration deal 
have been ringing from the private offices 
of Sir Geoffrey Howe, leader of the Com- 
mons, Mr Douglas Hurd, the foreign sec- 
retary—and from Downing Street, too. 
Meanwhile, back at Mr Tebbit's con- 
stituency office, the letters keep coming: 
more than 700 of them by early January, 
almost all backing his hostility to the 
granting of British passports to 225,000 
Hongkongers. And the old pugilist is rel- 
ishing his rediscovered prominence, mak- 
ing a speech here to the Bruges group of 
' Tory Euro-sceptics and a speech there to a 
dinner of the Freedom Association—pur- 
| 





sued the while by journalists across the 
country. Just like old times: Mr Tebbit, 
who never looked entirely happy as a 
paid-up member of the political establish- 
ment, is a rebel reborn. 

What's his game? It is true that Mr 
Tebbit, once he left the cabinet, always 
promised to go public with the things 
ministers thought—but couldn't say. 
Some believe he just loves the sound of 
breaking glass. 

But with Mrs Margaret Thatcher's 
domination of the Conservative party 
looking increasingly brittle, and in the ab- 
sence of any other strong candidate from 
the right, other MPs believe Mr Tebbit is 
on the campaign trail. If the prime minis- 
ter goes before the next general election, it 
is a sure bet that he will fight for the 
.] succession. 
| Looking about after a decade of 
Thatcherite revolution, some of that mix 


| of radical free-marketeers and old-fash- 





ioned patriotic hangers-and-floggers who 
make up the Tory right are worried. Like 
the Reaganite right in the mid-1980s, they 
feel their ascendancy may be frittered 
away. Their heroine has not, in recent 
years, been promoting her natural sup- 
porters into the cabinet. Instead, they see 
the emergence of a new, post-Thatcherite 
consensus: affable, unideological, more 
than slightly pleased with itself. "Pudgy 
men with long hair," is how one suspi- 
|. cious dissident describes them. 

For years the right was able to shrug off 
the rise of men such as Mr Kenneth 
Baker, Mr Kenneth Clarke and the vari- 
ous Pattens (for whom no collective noun 
has yet been minted: a “pitter of Pattens" 
perhaps’). But things look different now. 

| The political agenda is shifting, while 








some on the right blame Mrs Thatcher for 


calculatedly banishing their champions 
from the highest levels of government to 
avoid any challenge to her own authority. 
Her old admirers fear the outcome is 
clear: the centre and left of the Conserva- 
tive Party have candidates aplenty for the 
Tory succession, the right has none. 

Can this be true? Perhaps Mr John 





Not as nice as he looks 


Major should be seen as her natural ideo- 
logical heir? Few of the activists on the 
Tory right seem to think so. They say that 
he has few strong beliefs—a terribly nice 
technocrat, rather than a fighting politi- 
cian. Undoubtedly, the chancellor is no 
identikit right-winger. Over the immigra- 
tion row, for instance, he has been decid- 
edly liberal, arguing in cabinet for a higher 
number of Hongkongers to be allowed to 
settle in Britain. He certainly has yet to 
convince the stalwarts of right-wing fac- 
tions like the 92 Group, the nearly 100- 
strong body of Thatcherite Mrs, that he is 
one of the chosen. 

Speculation about who might carry 
the banner, continued in murmured tele- 
phone conversations during the Christ- 
mas recess, comes at a time when some 
Thatcherites fear the lady herself is lead- 
ing the party away from the straight and 
narrow. Think of the new-year messages 
from the cabinet, full of moist-eyed stuff 
about a gentler, kinder Britain, the plight 
of the homeless, and the priorities of a 
better national health service and a 
cleaner environment. 


In fact Mrs Thatcher, pragmatic as 


ever, is just responding to privateopinion- | 
polling evidence about the issues that cur- 
rently worry voters. But the right would — 
like to see a renewed commitment to lead- _ 
ing, not following, opinion, including a 
full-scale assault on the "dependency cul- | 
ture" allegedly created by the postwar wel- 
fare state. 
As ever in politics, these ideologicalas- | 
pirations coincide with grumbling about | 
jobs—or the lack of them. The 92 Group | 
has been to see Mrs Thatcher several | 
times to complain, without success, about 
her failure to promote enough of their || 
wing. As a result of these disappoint- - 
ments, some say, her one-time "praeto- || 
rian guard" of backbench shock-troops | 
will not fight to the death for her if she is — 
in trouble later this year. 
Re-enter, stage right, in a small puff of © 
dry ice, Norman Beresford Tebbit. It is 
not that he has opposed the Hongkong | 
immigration because he wants to succeed || 
Mrs Thatcher. It is the wrong issue for | 
that—too internally divisive. Many be- || 
lieve Mr Tebbit's style and political beliefs 
are too redolent of the early 1980s and | 
lack a broad appeal today. Yet if the prime — 
minister does go before the next election, 
he is almost certain to throw his hat into 
the ring. Like all politicians, Mr Tebbit is 
an opportunist, who chooses to make his || 
own luck, or trouble, with the materials 
thrown up by fate. i 


The Norman retreat 


the surprise resignation of Mr | 
Norman Fowler, Mrs Thatcher — 
loses yet another of the old survivors from || 
her 1979 cabinet. He held a succession of 
cabinet posts during the 1980s and his || 
biggest political achievement will surely — 
prove to have been the controversial re- 
casting of social-security benefits. | 
After running transport, health and - 
social services and employment, he had 
private hopes of being promoted to one of 
the plum jobs, like home secretary or - 
party chairman. These hopes were dashed | 
in the July and Lawson reshuffles of 1989. 
He has young children and felt he was go- _ 
ing no higher: now looked a good time to 
quit, while he was still ahead. E | 
The choice of Mr Michael Howard, | 
the lawyer who privatised the water indus- | 
try in England and Wales, to replace Mr | 
Fowler, merely confirms the meritocratic, || 
almost apolitical trend in recent Thatcher || 
appointments. And picking Mr Tony | 
Baldry, an enthusiastic Tory Reform | 
Grouper and Europhile, as the new un- 
der-secretary for energy hardly shows spe- | 
cial sensitivity to the ruffled right. 













































Happy new year 


Cheered by optimistic eco- 
nomic forecasts, stockmark- 
ets in London and New York 
started 1990 with a bang. The 
. Dow Jones industrial average 
leapt 56 points to hit a new 
high of 2,810 on January 2nd 
and in London the rr-se 100 

|. index closed at 2,464 on Janu- 
ary 3rd, 21 points higher than 
its previous peak. 


| New-year resolution 


| Poland’s Solidarity-led gov- 
ernment gritted i its teeth and 
| _ raised the price of coal, elec- 

| tricity and public transport to 
| please the mr. It also devalued 
|. the zloty against the dollar by 

| | over 3096. 


.. A December inflation rate of 
| 50% persuaded Argentina's 
4 _ president, Carlos Menem, to 

. try to convert about $3 billion 
_ of short-term austral deposits 
into medium-term bonds to 
prevent another run on the 

- currency. He also promised to 
stop printing so much money. 


| Banks and billions 


. One of New England's biggest 
| regional banks, Bank of Bos- 
ton, will write off $300m 
| against earnings in the last 
. quarter of 1989, Nearly half of 


| | that is due to property loans 
| that had turned sour. 


1 

| Bank of America has come 
up with a clever wheeze to rid 

| itself of some $30m of its 

| third-world debt. It has agreed 

| to sell the loans to Mallon Re- 

| sources Corp, an American 

| mining company, in return for 
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a possible 1996 stake in the 
firm. Although banks are not 
normally allowed to own more 
than 596 of an industrial con- 
cern, federal regulators have 
approved the deal. 


The Israeli government has 
persuaded the Recanati family, 
the founders of the Israel 
Discount Bank (ips), to drop 
their veto over the sale of a 
controlling stake in the insti- 
tution. The government, 
which has a 68% stake in IDB, 
is keen to dispose of this and 
other stakes in the country's 
banks that were acquired 
when the banking system was 
bailed out in 1983. 


Italy announced plans to ease 
some more of its foreign-ex- 

controls. The move, 
which affects some 2 trillion 
lire ($1.6 billion) of foreign ex- 
change held by Italians, is part 
of Italy’s preparations to lift 
controls before the July Ist 
deadline imposed by the Ec. 
France lifted its last controls 
at the end of 1989. 


Top dogs 
Eurobond league table 


Ranking Bookrunner 
1989 


$bn Number 


1 Nomura international — 31.8 

2 Yamaichi International 16.3 

“3 Daiwa Europe 163 89 
4 Nikko Europe 153 

-5 Deutsche Bank 99 

6 Credit Suisse First Boston 9.4 

‘TP Mogan — — 76 9 
8 Merrill Lynch Capital 
Markets 


z 


74 
9 Morgan Stanley 
International 6.6 
10 Paribas Capital Markets 6.1 
Source: Euromoney Bondware 
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Japanese securities behemoths 
dominated the Eurobond 
underwriting league yet 
again. Japan's “Big Four’’— 
Nomura, Yamaichi, Daiwa 
and Nikko—accounted for 
nearly 40% of the market, 





thanks to the phenomenal 
growth in Japanese equity- 
warrant business last year. 


S.G.Warburg was the top ad- 
viser on completed bids for 
publicly quoted British 
companies in 1989, due 
largely to its involvement in 
the B.A.T, Gateway and Plessey 
takeover battles. Goldman 
Sachs was the top adviser on 
cross-border bids involving 
British firms, advising on deals 
worth £34 billion ($56 
billion). 


People 





The new head of America’s 
Securities and Exchange Com- 
mission, Richard Breeden, 
said that his agency would 
concentrate as much on pro- 
tecting small investors in the 
1990s as on chasing elusive in- 
sider traders. 


Alan Bond's problems rum- 
bled on. A consortium of 
bankers petitioned for Bond 
Brewing Holdings, the so- 
called amber lifeline, to be put 
into receivership. On January 
3rd a “for sale” sign went up 
on Mr Bond’s Sydney man- 
sion, which is said to be worth 
about £4m ($6m). 


The International Monetary 
Fund appointed Michael Wil- 
son, Canada’s finance minis- 
ter, as the new chairman of its 
powerful policy-making in- 
terim committee. His first task 
is to get members to agree to 
an increase in the IMF's re- 
sources. 


Airborne 


Eight design groups have been 
chosen from over 50 bidders 
to compete for the right to 
plan Hongkong's new air- 
rt. The short list includes 

ve American companies, in- 
cluding Bechtel and RMP 
Encon, as well as Aéroports de 
Paris of France and Japan's 
Airport Consultants. 


Hungary said that it would 
privatise its state airline, 
Malev. The government says it 
does not want to keep a con- 
trolling stake, but insists on 
having a say in the company's 
future strategy. 


Look east 
After paying back $20 billion 


in principal and interest on its 
foreign debt over the past 
eight years, Romania has 
scrapped ex-dictator Nicolae 
Ceausescu's ban on borrowing 
Overseas. 


Yugoslavia decided to dump 
its old dinar and introduce a 
new, convertible currency 


whose value will be fixed at 


seven dinars to one D-mark. 


Gone west 





Production at the Mlada 
Bolesav plant of Skoda, a 
Czechoslovakian car manufac- 
turer, has ground to a halt be- 
cause the firm “lacks bodies”. 
Most of its workers were pris- 
oners who vanished after the 
country's new president, 
Vaclav Havel, announced an 


amnesty on new year's day. 
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Gone fishing 


NEW YORK, LONDON AND TOKYO 


Soon there will not be enough 
skilled workers to go ro round. Com- 


panies everywhere need to sharpen 
up to attract them 


URING the 1980s employers never had 

it so good. Lengthy dole queues made it 
y for businessmen and union-bashing 
liticians to impose their will on the same 
organised labour that had often humili- 
ated them in the 1970s. In 1981 Ronald 
Reagan took on America's air-traffic 
controllers and won; in 1985 Mar- 
garet Thatcher trounced Britain's 
miners. In the same year Mr Carl ANG 
Icahn, an American raider, was Vey 
able to dismember TWA, an | 
American airline, without a 
whimper from its workforce. 

The 1990s will be different. In 
most of the big OECD countries the 
total workforce will continue to 
grow, but there will be a shortage of 
young, skilled workers. A return to the 
mass-union power of the 1970s looks un- 
likely. But the shortage of younger workers 
will mean that companies in America, Japan 
and Europe will have to find new ways to 
attract, develop, motivate, reward and re- 
tain employees. 

The "demographic time bomb" may be 
ll hidden. For a start a small recession in 
the early 1990s, should it come, will 
lengthen dole queues again. But unless the 
world economy goes badly wrong, the la- 
bour shortage is sure to worsen in the 1990s. 
Consider: 
€ America's workforce will grow by only 
15.9m (1.296 a year) in the 1990s compared 
with 22.2m (2.696 a year) in the 1970s and 
18.3m in the 1980s (1.696). There will be an 
absolute fall in the number of people aged 
between 16 and 24, while the proportion of 
American workers over 35 will rise from 
3996 today to 4996 by 2000. 

e The population of the European Commu- 
nity will stay at around 325m (assuming no 
additions to its 12 member countries). But 
there will be many fewer young people, and 
many more over-65s. Ireland apart, all the 
EC countries will have fewer young workers. 
The number of under-25s in Frànce's and 
Britain's labour forces will decline by 
around 296 a year until the turn of the cen- 
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tury; in West Germany it will decline by 
3.696 a year. East German immigrants may 
help, but only a bit: East Germany also has a 
shortage of young people. 
e Japan's population will grow slightly in the 
1990s. But the proportion of pensioners will 
rise from 1196 to 1596 of the population. 
The number of under-25s in the workforce 
will decline by 296 each year. The Japanese 
practice of paying by seniority rather than 
merit means that an aging labour force guar- 
antees a steady rise in labour costs. That is 
one reason for Japan's current investment 
m: manufacturers know they have to re- 
place workers with more machines. 
Statistics tell only part of the story. An- 
ecdotal evidence of a tightening labour mar- 
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ket abounds. In Japan some employers have 
resorted to kosoku— "kidnapping" young | 
graduates by luring them to hot-spring re- 
sorts and then forcing them to sign con- 
tracts. Job-hopping in mid-career has also 
caught on there, to the consternation of tra- 
ditionalists at Japan's big old conglomerates, - 
but to the joy of a new industry of unt- - 
ers. In Britain each spring Le Manoir aux 
Quar’ Saisons, a fancy restaurant near Ox- — 
ford, is booked up by management consul - 
tants also bent on kidnapping. 
A youngish labour pool still exists in - 
America and much of Western Europe— 
but not the one that most employers want. - 
Six out of ten American 20-year-olds cannot d 
add up their own lunch bills. Most ble 
teenagers are unemployed in inner-city 
slums in America and Britain. In the EC une 
employment is still hovering at around 10% 
of the workforce—but half of these have 
been unemployed for over a year. Sadly, — 
many such workers are unemployable—ex- | 3 
cept by those few companies that are wilting 
and able to offer remedial education or - 
training. Mrs Elizabeth Dole, America’ s sec- 
retary of labour, warns of a "skills gap". — | 
That skills gap has become increasingly | 
important as the big western economies 
have moved from dull manufacturing jobs - 
to service ones where charm and intelligence - 
win customers. Service industries accounted 
for 55% of EC jobs in 1986 (against 4096 in 
1963), for 6896 of America's workforce. 
(5896) and 5296 of Japan's (4296). I 
Softly, softly, catchee granny 
The struggle to recruit talent will take place 
on two fronts: first, companies will compe e 
for the few bright young people availa 
second, they will try to build up alterna ive ve 
bour markets—essentially either brig 
old people or bright married women wh o 
are not at work. Neither option is cheap. _ 
Most companies will still prefer to have 
recent graduates. Shell, an oil company, al- 
ready admits that it can attract high-flyir 
graduates only by promoting them kae. 
their less-gifted seniors. Pechiney, a French 
aluminium manufacturer, is creating its own. 
pool of skilled labour for a new plant at 
Dunkirk by agreeing to share the costs of 
educating 500 workers with the French gov- 
ernment years before the factory is com- 
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eted in mid-1992. 
Other firms are paying graduates while 
t are at university. Messerschmitt- 
Bölkow-Blohm sponsors British engineering 
students at Brunel University, if they come 
to work for it in Germany after graduation. 
A A fifth of the graduates hired each year by 
a British computer company, are spon- 
2m ored students. 
J. However, money is only part of the bait, 
because cash is becoming less effective as a 
ure. Mr David Baker, who has recently 
com E a survey of the British labour 
for J. Walter Thompson, an advertis- 
ni ig agency, reckons that British undergradu- 
ate es are becoming less interested in financial 
ard and more concerned with the quality 
xf life at work and the reputation of their 
'mployers. He predicts that the most suc- 
cessful recruiters will be those who have cre- 
al eda good impression with students before 
the corporate "milk round”. 
Mr Mitchell Fromstein, the chief execu- 
tive of Manpower, an American employ- 
ment agency, says more and more corporate 
recruiters are, for the first time in years, 
p pi "ug ging the message "here-is-a-nice-com- 
any-to-work-for" to try to drum up job ap- 
licants. That means companies will need to 
b Ister their corporate-affairs depart- 
nents—to project a better image to their 
yorkers (both present and potential) as well 
heir customers. 
Few western countries make full use of 
vorking-age women. The few that do, such 
as Sweden, where 8696 of women with 
, E £ children work (as opposed to 28% in 
ritain), have to rely on massive state subsi- 
es rii child care. The better route—com- 
bui ries adapting themselves to suit working 
mothers—is taking time to catch on. 
_ Mrs Audrey Freedman of the Confer- 
ence Board, a New York-based business 
= nk tank, says that to attract applicants 
f əm the 14m women who now stay at home 
ə care for their children, more American 
companies are offering child-care schemes, 
generous maternity leave, flexible hours and 
T im ^5. edok, 


i: iid staff are women, 1 to establish 


300 creches. At present Midland has only 11 
creches, where parents typically pay £35 
($56) a week, half the cost, for dumping the 
children during working hours. 

However, most companies do not want 
to be in the child-care business— particu- 
larly when it costs so much. According to 
ARA Services, an American provider of 
child-care services to other companies, 
many American employers still blanch at 
the cost of providing creches. They want the 
level of care that is provided by one profes- 
sional for every four infants or toddlers in 
the creche, but they are not ready to pay 
more than what it costs merely to "ware- 
house" children. 

One alternative is to give vouchers to 
women employees with children which 
could be used to purchase child care, in ex- 
change for a reduction of other benefits. For 
example, a woman might opt for shorter 
holidays in return for better child-care pro- 
visions. Another alternative is to allow ca- 
reer-breaks and job-sharing. In Germany, 
Messerschmitt, BASF and Audi have intro- 
duced employment guarantees for female 
workers who leave work to have children. 

Japan is the biggest waster of women. 
Though the proportion of its women in the 
labour force is rising rapidly, it still has the 
industrial world's deepest "M" shaped 
graph of female labour-force participation— 
the proportion rises to 7096 by the age of 25, 
but then falls to 5096 as women are forced to 
quit when they get married, rising again only 
after the age of 35. 

Though some Japanese firms are catch- 
ing on to women's potential, and many are 
hiring women as part-time factory workers, 
most have so far paid more attention to 
grey-haired males. Older people should be 
ideal targets for corporate recruiters every- 
where. They are less likely to miss work, 
more polite to customers, and more loyal 
than their younger counterparts. In practice 
though, surely all they want to do is retire? 
The average age at which American men re- 
tire has declined from 65 in 1963 to 62 today 
and seems set to decline further. The few 
companies that are trying to halt that trend 
are an unconventional minority. On the 
Conference Board's reckoning, 6296 of 
American companies offer early retirement 
plans and only 496 offer inducements to de- 
lay retirement. 

That will change as American compa- 
nies weigh the difficulties of recruiting new 
workers against the advantages of retaining 
old hands. Varian, a Silicon Valley com- 
pany engaged in high-tech wizardry, is pio- 
neering the way. Its phased-retirement plan 
permits employees who are 55 or older to 
work 20-32 hours a week for as long as they 
and the company wish. Retired people in 
America are allowed to work for 1,000 
hours a year without affecting their pension 


and health benefits. 


utet s old uet are, you uiid it," 
workaholics: most big firms have moved 
their retirement ages from 55 to 60 in recent 
years, to please their workers as well as to 
relieve the labour shortage. But there is a 
quid pro quo: many firms have adjusted 
their seniority systems so that the highest 
wages are paid at around 45 rather than just 
before retirement, in order to hold down la- 
bour costs. More than 6096 of Japanese men 
over 55 are still working, compared with 
4096 in America. And Japanese women lead 
the world in one respect, at least: at 3096, 
their labour participation rate over the age 
of 55 is the industrial world's highest. 

European companies are also waking up 
to the potential of hiring older workers. In 
the first six months of 1989 a British super- 
market chain, Tesco, recruited around 
1,500 people in their 50s and 60s with a 
"Life begins at 55" campaign. At a recent 
conference in West Germany on the co 
try's greying society, sponsored by BDI, E 
employers' confederation, two-thirds of the 









companies said they employed old-age pen- 
sioners part-time, and 7596 said they ex 
to hire someone over 50 in the next veal 
With the youngest pensionable age in Eu 
rope, Germany has a huge reservoir of 
trained labour. All the signs are that it will 
need it. 









Corporate health-care bills 


Passing the buck 


WASHINGTON, DC 


HANKS to the appointment of a medi- 

ator, an unusual move for the Bush ad- 
ministration, a tentative settlement of the 
nine-month-old miners’ strike against the 
Pittston Coal company was reached on Jan- 
uary Ist. Details of the deal were not re- 
leased, pending their ratification by the min- 
ers. But at the centre of the long dispute has 
been an issue to which most other American 
companies are iar, just waking up: the huge 
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Money to burn 


insesmentit in energy saving often pay for themselves much faster than 


those i in energy supply. So why does 


| INK a coal mine; drill an oil well, build 

| a nuclear power station: the risks will 
be huge, the technology complicated 
and—above all—the payback will be 
many years away. But install a new, better 
boiler, or insulate the loft, and the cut in 

| fuel costs will cover the investment much 

| more quickly. As people ponder the envi- 

| ronmental drawbacks of gobbling ever 

| more energy, they will wonder about this 
conundrum: why does anybody build 

| power stations, ‘when investment in en- 
ergy efficiency is often more cost-effective? 

| . For several reasons, it may be better to 

etch existing energy supplies rather 

than develop new ones. Conservation is - 

more flexible: it can be undertaken in 
small chunks rather than through one big 
commitment. It also carries fewer 
environmental penalties. 

But the most important thing 
is the speedier covering of costs. 
Canadian calculations, carried out 
in 1984 when the oil price was $22 
a barrel, found that it would cost 
only $13 to save the equivalent of 
a barrel of oil by cutting average 
domestic energy use by 30%. To 
make the same sort of saving by in- 
creasing the efficiency of gas fur- 
naces would cost $8-10. To bring 

on-stream the cheapest source of 
new energy, offshore oil, would 
cost $30 a barrel. Clearly, a new 
gas furnace is a better buy than a 
nuclear power plant ($60 for the 
equivalent of a barrel of oil). 
|. In fact, lots of investment in 
"energy efficiency happens all the time. 
| "Since 1973 the amount of energy used in 
the OECD countries to produce a unit of 
GDP has fallen by a fifth. These changes 
were partly the result of changes in indus- 
trial structure: it takes less energy to drive 
a computer than a turbine. Mainly, 
though, they came about as new and more 
energy-efficient technologies replaced old 
ones. Rising energy prices gave them a 
- -prod; but efficiency was slowly improving 
long before 1973. 
. A Lots more energy efficiency is possible. 
.. One study, by the International Energy 
— Agency in 1987, reckoned that known 
technologies could economically cut en- 
ergy demand by at least a quarter by the 
end of the century, compared with the de- 
mand that present levels of efficiency im- 
- ply. Two-thirds of that reduction, guessed 
-| the IEA, will probably happen as consum- 
| ers look for savings. The rest may not. 
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n't more conservation happen? 





The fall in real energy prices in the 
1980s has checked the pace of new con- 
servation. A review of the efficiency of do- 
mestic appliances in the main industrial 
countries by a team at the University of 
California has found that a plateau seems 
to. have been reached (see chart). Most 
manufacturers have already built in sim- 
ple energy-saving devices. More sophisti- 
cated technology would pay for itself over 
five-ten years but, with today's low energy 
prices, customers are not interested. New 
cars do more miles per gallon than they 
did in the early 1970s, but not many more 





than three years ago. 

Even with high energy prices, several 
barriers seem to prevent the market from 
making the rational decision to invest 
more in conserving energy than in devel- 
oping new supplies. One of the most im- 
portant is that people making energy-sav- 
ing investments often want extremely 
quick returns. 

Big investments in new energy supplies 
typically need to show a real return of 5- 
1096. By contrast, companies tend to look 
for paybacks on energy-saving invest- 
ments of between one and three years, im- 
plying a much higher 30% internal rate of 
return. Work at Britain's Science Policy 
Research Unit found that in the early 
1980s, when companies were grappling 
with recession, the payback periods they 
sought were shorter still. 

Obsessed with rapid returns, many 
companies are reluctant to make even ob- 
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-count rates to investment in energy | 
‘servation. One American review of t 


vious investments. Under 
scheme to coax firms to save energy 
early 1980s, the average age of boil 
placed was 41 years. Several were 
than 70 years old. When the scheme E 
gan, the average payback period was 
pected to be 3.7 years. Rising fuel prices 
cut the actual payback to two years. — 
Private individuals also apply high dis 







































market for space and water heaters, refr 
erators and freezers, found that peo 
were willing to pay more for energy effi 
ciency only if the extra cost was cover 
oy savings within less than three | years 
Some expected paybacks within a few 
months—implying a nonsensical discount 
rate of up to 800%. 





Hidden costs | 
Consumers are not being wholly irratio- 
nal. The true costs of investing in energy: 
efficiency, for both companies and indi 
viduals, may be higher than they seem 
Companies have to devote scarce 
management time to finding out- 
about conservation; when fuel 
bills are a relatively small part of 
total costs, managers may not. 
bother. Insulating commercial. 
buildings is a cost that falls on thi 
landlord: the returns accrue to the 
tenant. ME 
Private individuals are more 
likely to pay for energy efficiency i 
they own their homes than if the 
rent them. Moreover, the peopk 
who stand to gain most from sav 
ing energy are the poorest —pre 
cisely those least able to afford t 
capital cost of a new fridge or be 
ter insulation. Ten years agi 
American study by Mr 
Hausman found that people Y 

comes of $6,000 a year had implied d 
count rates of 8996 on purchases of en 
ergy-efücient durable goods, while those 
on $50,000 a year had discount rates o 
only 596. : 
Governments could help to brin 
down these barriers by providing bet 
information on possible savings. ' 
could also avoid rigging the market in: 
vour of new supply and against conserva 
tion. Britain, for instance, imposes value 
added tax on building work to insulate 
homes, but not on domestic fuel, anc 
gives people on welfare lots more hel; 
with paying their fuel bills than with insu 
lating their homes. Other countries un 
derprice electricity and gas. And no coun 
try yet builds into its prices the exte 
costs of Átlantic oil slicks or dying for 
When that happens, energy-saving inv 
ment may show returns high enough. 
gratify the most short-sighted customer 
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If they break a leg, it's on the company 


bills they face for the health care of retirees. 

For 30 years American companies have 
offered workers generous health-care pack- 
ages, including retirement coverage, in the 
belief that this is a cheap way to good indus- 
trial relations. Pittston has shown that it is 
not. More companies will realise this in 
1992, the date set in a draft ruling by the 
Financial Accounting Standards Board 
(FASB) after which companies would have to 
record their liability for health care for retir- 
ees in their balance sheets as it accrues, not 
(as is usual) when payments are made. 

In 1988 American companies spent 
some $9 billion on health-care premiums 
and direct costs for retired workers. But the 
government's General Accounting Office 
reckons that their accumulated liability due 
to current and former staff was $227 
billion— nearly 1096 of their stockmarket 
valuation. Had the FASB standard been in 
place, an extra $21 billion—the 1988 in- 
crease in that liability—would have been 
knocked off 1988 profits. Though such a 
book keeping change would not directly af- 
fect cash flow, the prospect is sufficiently 
worrying for many companies to follow 
Pittston's attempt to look for ways out of 
their commitments. 

The most obvious solution is to cut back 
health benefits. Though not always consis- 
tent, the courts have usually ruled that past 
promises must be kept (though they can be 
bought out or reduced by agreement). But 
benefits for future workers are being sharply 
reduced, and those for current staff trimmed 
as much as is legally possible. Attempts to do 
this could lead to more strikes like 
Pittston's. Companies will not be deterred. 
One estimate suggests that the recent settle- 
ment between AT&T and its unions more 
than halved the company's health-care li- 
ability for retirees. 

A better option for workers is to cover 
future health-care liabilities with contribu- 
tory funds, as most companies already cover 
pension liabilities. Congress is being lob- 
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bied for the necessary (but costly) tax 
breaks. A cheaper variant would allow com- 
panies to use existing pension-fund sur- 
pluses. But providing for unpredictable fu- 
ture health-care costs is harder than for 
defined pensions. Switching to defined-ben- 
efit health-care plans would merely transfer 
the risk of excess health-care inflation to 
beneficiaries. Moreover, small companies 
would not like the irksome rules about the 
design of qualifying schemes that would ac- 
company tax breaks. Intense lobbying re- 
cently killed a tax provision that would have 
forced companies to offer the same health 
benefits to workers as to executives. 

So companies are looking for more di- 
rect ways to pass their unwanted bills on to 
the government. One option is national 
health insurance: the looming $227 billion 
balance-sheet liability is a powerful explana- 
tion for some companies' recent conversion 
to this cause. Other companies hope for di- 
rect government subsidies (after all, they 
say, it bailed out bust thrifts). Not much 
chance of that. Recent moves have been in 
the opposite direction: budget pressures 
have forced cutbacks in Medicare, the fed- 
eral health programme for the elderly, in- 
cluding repeal of its coverage for cata- 
strophic illness. 

A doomsday alternative that appeals to 
some desperate companies is Chapter 11 
bankruptcy. Congress passed a law in 1986 
that partly protected companies' health-care 
beneficiaries in Chapter 11 cases by raising 
their status as creditors. But many are keenly 
awaiting a Supreme Court ruling in a case 
between LTV, a steel company, and the fed- 
eral Pension Benefit Guaranty Corporation 
(rPBGc). When LTV went bankrupt it stopped 
contributions to its pension fund, forcing 
the PBGC to step in and pay pensions. Now a 
reformed LTV has restarted its pension pay- 
ments, but it refuses to reassume its earlier 
responsibilities. The PBGC is understandably 
loth to be stuck with the LTV pensioners, 
who would add $2 billion to its existing $1.5 


billion shortfall. Worse, if it loses before the" 
Supreme Court (as it has done in two lower 
courts), other companies that want to get 
out of pension commitments may follow 
LTV's example, making yet another huge 
hole in the federal budget. 

There is no similar government guaran- 
tee behind firms' health-care obligations. 
But few doubt that the government would 
ultimately have to pay many of the bills if 
firms either will not or cannot fulfill their 
obligations. As part of the Pittston settle- 
ment, the labour secretary, Mrs Elizabeth 
Dole, promised to set up a commission to 
look at companies' pension and health-care 
problems. Corporate America is hoping 
that the commission will find solutions, 
preferably before health-care obligations 
land on their balance sheets in 1992. 





Alan Bond | , è 
Love-six, love-six, 
love-five ... 


USTRALIA'S scorching heatwave is 
sorting out the men from the boys. At 
the hardcourt tennis championships in Ad- 
elaide, ball boys faint and one player de- 
scribes the conditions as life-threatening. In 
contrast, Mr Alan Bond remains an exam- 
ple of beery Australian machismo. On his 
umpteenth matchpoint he continues to defy 
the requests of his opponents and several 
umpires that he give up. January 4th found 
the embattled entrepreneur still on court — 
or rather in court (two of them in fact). 

The more recent volleys smashed to- 
wards. Bond Corporation, the brewing, 
property and television conglomerate built 
up by Mr Bond, include: 

e On Friday December 29th, shortly a 
skippering his yacht to victory in the 6 
mile Sydney to Hobart race, Mr Bond was 
told that the Victoria Supreme Court had 
appointed receivers to Bond Brewing Hold- 
ings (BBH), the Australian beer empire that 
makes Castlemaine xxxx. The receivers had 
been requested by a banking syndicate led 
by the National Australia Bank under the 
terms of an A$880m loan. Mr Bond 
decribed the banks’ action as “outrageous”. 
@ On the same day the Western Australian 
State Government Insurance Commission 
(WASGIC) applied to the Western Australian 
Supreme Court to appoint a liquidator for 
Bond Corporation. Mr Bond's total debts, 
including BBH's, are around A$7 billion. 

e On Monday January Ist BBH missed a 
$32m interest payment to American subor- 
dinated debenture holders, who are owed a 
total of $510m. The banks would not allow 
the payment to be made. But a default also 
allows the debenture holders to call for 
liquidators. 
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The Executive Room. A New Tradition at 
The Jianguo. 


In our unique Executive Rooms you'll find a personal work station including a full size 
desk, plenty of room to entertain clients, and of course the 24-hour room service for 
those nights you have to work late at the ‘office’. 

In fact, everything has been thought of to make your stay a delightfu! and productive 
one. The Jianguo. Where business is traditionally a pleasure. 


L4 4 PALA 
swiss-belnorel BEIJING 


Management & Marketing Consultants 
For reservations Please contact: Jianguo Hotel Beijing Tel: (86)1-5002233 Fax: 1-5002871 Tix: 22439 JGHBJ CN, Swiss Belhotel Managemen: Tel: (852) 8681221 
Fax: 8401644 Tix: 69124 SBHTL HX Utell International, Delton Reservations or your local travel agent. 





OFFSHORE BANKING 
/ es ly € Minimum Deposit only £1,000 or US$2,000 
B x jj € Personalised cheque book 
A 0 Standing orders 











€ No bank charges 
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€ No minimum withdrawal level 





LA € Monthly statements 
&- 





€ Tax not deducted at source 


Standard Chartered Bank (C 1.) Limited hay paid up capital and reser es in excess 
of £21 million and is a wholly owned subsidiar: of one of Britain's largest 
independen! international banks. 


Deposits made with offices of Standard Chartered Bank (ON Limited are not 
covered by the Deposit Protection Scheme under the Banking Act of 1987 


Audited Accounts are available on request 
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- : Lo Deposit Accounts. 
JA the difference soon becomes One glance at the list of features shown 


apparent when you compare our here and we think you'll agree that our 1 
Extra Value Deposit Accounts with other Extra Value Deposit Accounts really do quan. 
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similar products. offer Extra Value - whichever way vot 
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Strength in depth across the world 
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OUTLOOK FOR A NEW DECADE 
APRIL 3-5, 1990, 
HOTEL MEZHDUNARODNAYA, MOSCOW 


Business International, in cooperation with the 
Soviet Chamber of Commerce and Industry, is 
pleased to announce a special conference in 
Moscow to heip companies deal with the 
complexities of the rapidly changing Soviet Market. 
Senior Soviet bankers, economists and trade 
officials, as well as leading Western business 
executives, will be speaking at the conference on: 


* How do the latest reforms affect day-to-day 
business? 


* What role will the republics play in foreign 
trade? 


* Whatare the best means of contacting 
Soviet buyers? How to organise direct mail, 
advertising, exhibitions? 


* What's the outlook for foreign trade? 


* What practical lessons have been learned 
from joint venture operations? 


* What do changes in the Soviet banking 
system mean for Western bankers and 
finance directors? 


A panel format will be used throughout the 
conference to provide participating companies with 
an opportunity for direct questions. Emphasis will 
be placed on an exchange of business views and 
examination of concrete issues facing companies. 


Business 


International 


GLOBAL BUSINESS INFORMATION AND ADVICE 
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PROGRAMME 


TUESDAY, 3 APRIL 1990 
Registration 


WEDNESDAY, 4 APRIL 1990 
SESSION I: Soviet business priorities for a new 
decade 
SESSION II: Latest reforms of Soviet foreign 
trade 
SESSION III: Doing business with organizations 
on the territory of individual Soviet republics 
SESSION IV: Promoting sales by contacting 
Soviet buyers 


THURSDAY, 5 APRIL 1990 
SESSION V: Latest trends in Soviet foreign trade 
finance 
SESSION VI & VII: Latest trends in joint ventures 
(JV's) with Soviet organizations: Lessons learned 
SESSION VIII: Looking to the future: 
A concluding panel of business executives 


Hotel Accommodation and Visa Support 
Business International has secured a block room 
booking in the Hotel Mezhdunarodnaya, Moscow, 
from Sunday, April 1 to Sunday April 8, 1990. 
Conference participants requiring hotel bookings 
for all or portions of this period will receive a 
confirmation from Business International. A visa- 
support questionnaire will be included for 
participants which must be returned to Bl to secure 
the necessary Soviet visa invitation. 


The attendance fee is £1,100, US$1,800, SFr2,900 
(including refreshments and scheduled meals but 
not hotel fees, non-scheduled meals and 
transportation costs). 


For further information please contact Julia Mart, Conference Unit 
Business International Ltd., 40 Duke Street, London W1A 1DW. Tel: 01-493 6711. Fax: 01-491 2107. Telex: 266353. 





* Mr Bond has tried to push 
all three balls back across the 
net. Minions were despatched 
to America to pacify the de- 
benture holders. Mr Bond also 
went to the courts to prove 
that the petitions to wind up 
his companies were illegal. 

Mr Bond's defence (and 
also his biggest nightmare) is 
that putting any part of his em- 
pire into receivership will in- 
terfere with the “orderly dis- 


posal of assets” that he thinks Beer or hemlock? 


is the way out of his problems. 
Under cross-default clauses other creditors 
can demand payment too. “That would 
bring the whole of Bond Corporation 
down,” according to one Bond spokesman. 

Mr Bond's biggest creditor is probably 
the Hongkong and Shanghai Bank, which is 
owed around A$800m. Privately the 
claims that most of that debt is "safe" 
because it was lent to Bond Corporation In- 
ternational Ltd, a Hongkong-based subsid- 
iary with a reasonably stable cashflow. Aus- 
tralian bankers are not so sure. 

Any post mortem on Mr Bond's finan- 
cial empire (and, even if it survives, there 
needs to be an examination of sorts) must 
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concentrate on how he was 
able to rise and fall so quickly. 
Bond Corporation's wild os- 
cillations have owed much to 
the formidable talents and hu- 
bris of the London-born for- 
mer signwriter who founded it. 
But Australia has too many 
controversial entrepreneurs— 
such as Mr Robert Holmes à 
Court, who was "rescued" by 
Mr Bond, or Mr Christopher 
Skase, whose Qintex media 
empire filed for bankruptcy in 
1989—to ascribe them all to 
reckless antipodean talent. 

Australia's way of doing business needs 
reforming. The first culprit is the country's 
warped accounting rules. These allow com- 
panies to claim a share of the earnings of 
companies in which they have only 2096 
stakes, rather than just the dividends they 
receive. Most countries do not allow that 
until a 5096 stake is held. Australian compa- 
nies also seem to revalue assets at random. 
Another culprit is the suspiciously close 
"mateship'" between businessmen, politi- 
cians and government agencies. The final 
one is the stock exchange's feeble insider- 
dealing rules. New balls please. 





Japan's clogged airports 


Terminal delay 


TOKYO 


O MUCH for Japan's vaunted skill at 
long-term planning. An acute shortage 
of airport capacity threatens to choke off the 
growth of the country’s burgeoning tourist 
industry as well as hampering the expansion 
of Japanese companies abroad. Until re- 
eo” the Japanese government liked the 
of its people spending their money on 
sensible things at home instead of fripperies 
like holidays abroad and fancy foreign 
oods. So it limited the number of airports 
dling international flights. Today, with 
the government eager to reduce Japan’s cur- 
rent-account surplus by encouraging cash- 
cich consumers to travel and spend abroad, 
that policy looks woefully short-sighted. Be- 
cause of such miscalculations, the country's 
frustrated tourists and new globe-trotting 
executives face overcrowding, delays and 
fully booked flights for years to come. 

What was merely uncomfortable and in- 
convenient in 1975, when 7.4m people trav- 
elled in and out of Japan, had become a 
nightmare by 1988, when 24.7m people 
were trying to fight their way through the 
squalor of Japan's three international air- 

rts, one at Osaka and two at Tokyo— 
arita 40 miles outside the city and old, 
cramped Haneda south of Tokyo Bay. 

Just wait, say transport officials, until 
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the shiny new Kansai international airport 
is finished. The first phase of this ¥1 trillion 
($7 billion) project on a man-made island in 
Osaka Bay is supposed to be ready by spring 
1993. But the project is already behind 
schedule and over-budget. No one is hazard- 
ing a guess when the airport will actually 
open. Many are expecting it to cost a good 
2096 more than originally planned. 

A bigger problem, however, is the new 
Osaka airport's restricted size. 
The initial phase—the only 
one that has been approved 
and financed so far—has a sin- 
gle runway of only 3,500 me- 
tres and one terminal building 
standing on 500 hectares of 
landfill. Critics say that the 
runway needs to be at least 
4.000 metres if it is to handle 
the next generation of long 
range jumbos. 

The good burghers of 
Osaka and the surrounding 
towns have begun to fear that 
their new airport could prove a 
costly mistake. For the past six 
months they have been press- 
ing the government to move 
on quickly with the full devel- 


opment plan. This would add two addi- 
tional runways, both 4,000 metres long. To 
accommodate the extra facilities would 
mean more than doubling the size of the 
man-made island. The airport could there- 
fore wind up costing Y3.5 trillion ($25 bil- 
lion) or more. Pay for it yourself, says the 
Ministry of Finance. 

Plans for adding two more runways and 
another terminal at Tokyo's Narita have 
run into difficulties as well. Narita is already 
clogged and operates under a curfew from 
midnight to dawn. The additional facilities 
were supposed to be ready by spring 1991. 
But opposition to the airport's expansion is 
strong. Five thousand riot police were 
needed to evict demonstrators last month. 
Eight farmers owning land needed for a new 
runway are refusing to budge. The only 
bright spot is Haneda airport, where an ex- 
tra runway was finished last year, allowing a 
dozen more flights a day. A new terminal is 
expected to be opened in 1992 and a third 
runway in 1995. Unfortunately, most of the 
new capacity is needed for domestic services. 
However, because Haneda is open 24 hours 
a day, a few airlines have are using it at night 
for the odd package tour abroad. 

Foreign airlines, eager to cash in on Ja- 
pan's hard currency and its soaring demand 
for overseas travel, have been happy to fly in 
and out of the handful of regional airports 
that have been granted international status. 
Hakodate airport in Hokkaido and Nagoya 
airport between Tokyo and Osaka are busy 
extending their runways in order to accom- 
modate long-range jets from America and 
Europe. So far, however, Japanese airlines 
have turned up their noses at the thought of 
moving some of their international services 
to the provinces. The two Tokyo airports 
still account for 7096 of all overseas flights 
from Japan; Osaka's existing airport handles 
2096; and the rest of the country's regional 
airports share 1096 between them. Japanese 
airlines argue, somewhat dubiously, that 
they cannot fill enough seats on interna- 
tional services from provincial cities to make 
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That leaves one alternative—a third air- 
port for Tokyo, which no one wants to talk 
about. The transport ministry is currently 
putting together its next ten-year plan for 
airports, due to go into effect in 1991. Ja- 
pan's regional authorities are going to be 
disappointed. Major expansions are likely to 
be restricted in future to Narita, Haneda 
and the new airport in Osaka Bay. Only a bit 
more money will be found for the airports 
serving Nagoya, Fukuoka and Naha. 

The only official announcement about 
Tokyo's third airport was made by the 
present transport minister, Mr Takemi Eto, 
on his appointment last August. Since then 
he has clammed up. But some time during 
the coming decade, a start will have to be 
made on a third airport to serve the greater 
Tokyo area. Pundits are betting it will be, 
like Kansai's, on reclaimed land in the bay. 





Soviet free enterprise 


Potemkin's ghost 


MOSCOW 


py for technological and 
managerial know-how to shore up its 
crumbling economy, the Soviet Union 
wants to learn from western businessmen. 
To do this, Soviet bureaucrats have enthusi- 
astically embraced joint ventures. Now they 
are about to copy another ploy of reforming 
communists elsewhere: free economic zones, 
in which joint ventures, foreign-owned com- 
panies and Soviet firms can all blossom to- 
r unhindered by the heavy hand of 
's central planners. Unfortunately, 
muddled thinking and squabbles among of- 
ficials mean that both ideas are likely to be 
as much benefit to the Soviet economy as a 
sticking plaster to a man bleeding to death. 
On paper, joint ventures look like a suc- 
cess and the proposal to establish economic 
zones admirably ambitious. In the next few 
months the first free zones are supposed to 
start up. They will be at Vyborg between 
and the Finnish border; and at 
Nahodka, a small town 8,000 miles away at 
the opposite end of the country near Japan. 
Unlike China's free economic zones, some 
of which have exported 9096 of their out- 
put, the Soviet areas will sell over half their 
output domestically. They will be exempt 
from tariffs, enjoy low taxes and, perhaps, 
boast their own currencies. 


Meanwhile two recent deals have dou- 


‘bled the amount of money promised for 


joint ventures. In November America’s 
Combustion Engineering signed a $2 billion 
deal with the Soviet oil and chemical minis- 
try to produce petrochemicals in western Si- 
beria. And Italy’s Fiat agreed a $1.4 billion 
project with the car ministry to produce 
300,000 small cars a year. These deals bring 


to nearly $6 billion the total capital pledged 
for joint ventures, about a third of it from 
outside the Soviet Union. So is all going 
well? Far from it. 

The laws governing the new zones were 
supposed to be written this year, They have 
not been. Instead the new zones will stagger 
into existence under uncertain draft rules, 
with national laws to be established later. A 
third zone is supposed to be set up this year 
at Novgorod, deep in the Russian north, but 
planning for it has hardly begun. Dozens of 
other areas queueing up for free-economic 
status are no further along. All these zones 
will need new roads, new ports, new tele- 
phones. The central government, besieged 
by requests for such facilities throughout 
the country, does not have the money to 
build them. 

What currency might be used in the 
zones? Academics at the Institute of Eco- 
nomics of the World Socialist Systems, who 
are the government's advisers on the zones, 
want them to use the chervonets, a gold- 
backed convertible rouble which does not 
yet exist. Soviet workers would be paid in 
chervonets, and goods in the local state 
shops would be priced in both roubles and 
chervonets with the exchange rate between 
them decided by auction, probably among 
enterprises. But government officials do not 
like the idea of pricing domestic goods in 
anything but soft roubles, preferring to pay 





workers in a mixture of roubles and dollars 
and then to let western joint-venture part- 
ners help them spend their dollars on 
imports. 

How will firms in the zones get their raw 
materials? The “material-supply system"— 
ie, the centrally planned system of supply— 
will not operate in the zones, say the aca- 
demics. Instead, firms will buy their raw ma- 
terials in the Soviet Union's nascent free 
markets. No they won't, say officials. Cen- 
tral planning will continue, at least in part, 
and firms in the zone will have to partici- 
pate. Everyone agrees that firms owned by 





foreigners will be allowed into the zones— 
after all, their primary purpose is to attract 
foreign investors—but the laws that woulc 
permit foreign ownership of companie: 
have not yet been passed. 

The underlying problem for both free 
economic zones and joint ventures is the 
dual nature of the Soviet economy. It has it: 
officially planned side, which works badly 
and its unofficial side, which bends the rule: 
rather effectively. In these circumstances, of 
ficial contracts do not determine the succes: 
of enterprises. That depends on who yo 
know and how you bend the rules. 

Joint ventures have had a chance to set 
how things work in practice. Since Januan 
1987 more than 1,000 have been registered 
800 of them during 1989. Of these, the So 
viet authorities complain, a mere 30-40 are 
working properly. Only a handful serve the 
main purpose of allowing joint ventures—tc 
attract western know-how into manu 
ing. Most joint ventures are service 
such as shops or hotels. 

These are so unlike proper joint ven: 
tures that the Soviet accounting firm 
Interaudit, has accused some of not fulfilling 
the terms of their contracts. In fact, mam 
are nothing more than representative of 
fices—ie, shop windows for the products o 
the western partner. This is not because for 
eign businessmen are unscrupulous, bu: 
rather because the Soviet government ha: 
artificially encouraged the growth of join 
ventures, so partners have dressed up othe: 
forms of co-operation, such as barter, a: 
joint ventures in order to get clearance. 

What has gone wrong? The rouble’: 
non-convertibility is the first problem. Ir 
the past that could be overcome by provid 
ing convertible goods instead. A Soviet min 
istry would supply goods from one part of it: 
empire, say furs, to pay the foreign partnei 
of a joint venture in another corner of it: 
industry, say textile manufacturing. But 
that the furriers are independent of the a 
istry, they are refusing to co-operate with i 
merely for the sake of textile producers. 

Bureaucratic infighting has also pre 
vented the government from fulfilling it 
promise to give joint ventures priority in get 
ting raw materials. Foreign partners com 
plain that the upheavals in economic minis 
tries mean they no longer know who ha 
authority to do what. And the Sovie 
Union's economic infrastructure is so bac 
that it cannot provide the services needed t 
run a modern company efficiently. Tele 
phone lines do not work, while port and rail 
way authorities cannot store goods safely oi 
ship them on time. 

Free economic zones, run by local town 
ships, are sup to help untangle enter 
prises from some of Moscow's red tape. Bu! 
they cannot do much about the country': 
worthless currency, chronic raw-materia 
shortages or decrepit infrastructure. 
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| Ey week The Economist publishes a set 
of commodity-price incicators. Once a 
year these are published in summary form. 
The summary last appeared in the issue of 
May 6 1989. The indices are based on 
1985=100 and weighted by the value of im- 
. ports into OECD countries in 1984-86 (net of 
intra-EEC trade in commodities affected by 
-the common agricultural policy). 
The boom in commodity prices which 
began in 1987 came to an end last year. The 





2196 in 1989; in dollar terms the fall was 
23%, but the sterling index fell only 15%—a 
. reflection of the weakening pound. | 
Metals, frontrunners in 1987-88, fared 
worst. The metals index in SDR terms fell 
3296 as world economic growth slowed. 
Nickel prices slumped 5496 to $4 a lb. 
Aluminium fell 3396 to under $1,600 a 





The Economist indicators 


all-items index, measured in SDR terms fell 


tonne, the lowest for more than two years. A 
series of strikes and other supply disruptions 
buoyed copper. But after the strikes were 
settled, prices dropped 2196 in the last four 
months of the year. The Association of Tin 
Producing Countries maintained export 
quotas. Prices climbed 3596 in the first half 
of the year, then overproduction by Brazil 
(not a member) wiped out the gain. 
Demand for wool slackened. Australian 
Wool Corporation stocks climbed from 
189,000 bales to 1.3m in the first half of the 


1989-90 season. By contrast cotton stocks 
are expected to drop by August to 35% of 


consumption, only the third time they have 
been that low since 1945. A second Natural 
Rubber Agreement was concluded but 
failed to halt a sag in rubber prices to a 21⁄2 
year low. 

The spR food index drifted down 1996. 





America's grain harvest recovered after the 
1988 drought-—maize output increased by 
5496. Even that was not enough to refill 
world reserves. World wheat supplies were 
the tightest since the mid-1970s, whick 
helped to maintain prices. America’s 
soyabean output was 21% higher, and Bra 
zil's output a record 22m tonnes. As a result. 
prices fell to under $6 a bushel. 

Both coffee and cocoa prices were at 14 
year lows. Coffee prices fell 40% to bottom 
out below 60 cents a lb in October, after the 
Coffee Agreement collapsed, and export 
quotas were suspended in early July. Aftei 
five years of surplus cocoa production 
stocks stood at over 1m tonnes. By contrast 
tea supplies were tight and prices soared to: 
four-year high of 169 pence a kilo in Octo. 
ber. Sugar stocks fell again and are likely tc 
end the 1989-90 season at only 28% of an- 
nual consumption, similar to the levels ir 
1980-81 when prices last boomed. $ 
prices climbed 35% in the ten months 
November, to peak at 17 cents a lb. 
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FINANCE 


The SEC's new world role 


(ASHINGTON, DC 


FNLOBAL securities trading can mean 
J global fraud. In 1988 at least $5 billion 
ras stolen from investors worldwide. Of 
nat, $1.6 billion was spirited from the pock- 
ts of American investors—sometimes by 
umericans operating in Milwaukee or Mi- 
mi, sometimes by foreigners working off- 
The United States has made this an 
, as well as an import, trade. America 
often used as a base for fraudsters running 
scam elsewhere in the world. 

Mr Richard Breeden, the new chairman 
f the Securities and Exchange Commission 
EC), seeks international co-operation to 
»mbat this. He wants to work alongside 
reign securities regulators to nab crooks 
y sharing information, documents and 
ata—on insider trading, fraud, corporate 
isclosure and other things of interest to 
oth police and tax authorities. 

After his involvement in sorting out the 
iess of America’s thrift crisis, Mr Breeden 
ind his new enforcement director, Mr Wil- 
am McLucas) believes that free markets 
in work only where there is tough govern- 
ient. supervision, stiff enforcement and 
ven stiffer penalties. For the international 
‘curities business, that means both in 
america and overseas. 

In the past the sEC's approach to co- 
9 has been heavy-handed. Its at- 

ts to impose extra-territoriality on 
ther sovereign states have caused many 
ws. Fortunately, in 1988 America’s Con- 
'ess granted the SEC the power to obtain 
formation on behalf of foreign securi- 
es regulators. Armed with this Mr 
reeden's predecessor, Mr David 
uder, was able to conclude bilat- 
al memorandums of understand- 
ig with Britain, Switzerland, Ja- 
in, Brazil and four provinces in 
anada 

Mr Breeden is carrying on the 
ork. At the close of 1989 he vis- 
ed Europe and concluded similar 
zals with regulators in France and 
olland. He has now set up a “global 
fairs unit" to co-ordinate agreements, 
id expects to sign memorandums of under- 
anding with most other European coun- 
ies. The SEC is also taking a leading role in 
e revitalised International Organisation of 
‘curities Commissions. Until its 14th an- 
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nual meeting last year, this outfit was seldom 
seen or heard. Now its members are being 
urged to draw up bilateral and multilateral 
agreements to enforce securities laws. 

Mr Breeden, a lawyer by training, wants 
international regulators to co-operate in 
other ways. He is showing which. In 1989, 
when America's Ford Motor wanted to bid 
for Britain's Jaguar in both America and 
Britain, its bid would have been impossible 
under existing SEC regulations, some of 
which conflicted with British law. Sensibly, 
Mr Breeden waived the sec rules to allow 
the offer to go ahead. He is hearteningly 
anti-protectionist. He wants foreign inves- 
tors to have free access to American mar- 
kets—and American investors to have free 
access to markets abroad. 

This matters. lt looks as if the 
Breeden SEC will work with regulators 
and multinationals to find a way to sim- 
plify the varying regulatory standards 
of different markets. This could allow 
companies to make securities issues 
simultaneously in America and over- 
seas, especially in Europe. 

None of this means that the sEc is 
going soft. As someone who fought for 
Mr George Bush in his presidential cam- 


r 
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paign, Mr Breeden sees himself as an ambas- 
sador for the United States securities indus- 
try overseas—but also as its top cop in - 
Washington. In his ambassadorial role, Mr 
Breeden has been trying to lever open one 
heavy door in Tokyo. He thinks that Ameri- 
can mutual funds should be allowed access 
tc the Japanese market. He is pleased that 
Japanese firms have moved into retail finan- 
cial services in America—mostly banking 
and mainly in California. But, as a believer 
in two-way streets, he wants free access for 
American firms to Japan's retail financial 
market—not just the odd bit of institutional 
business that is tossed their way. He will be 
pleased with some of the progress recently 
made, but not with the typically-Japanese 
hurdles put in the way of America's mutual 
funds in Japan. 

Mr Breeden has strong views about the 
SEC's domestic role in the future. He reck- 


ons that, unlike today, it will be the regula- 
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tor for all those doing securities business, in- 
cluding commercial banks. It will also be the 
arbiter of accounting practices for all finan- 
cial firms and will set disclosure policy. Mr 
Breeden sees his two biggest problems over 
the next few years as jurisdiction and en- 


forcement. 
The sec has already taken a tougher line 
with the big securities houses on disclosure. 


Since 1971, when they started to go public, 
Wall Street's biggest brokers have arranged 


themselves as holding companies with sepa- 
rate subsidiaries. Although the subsidiaries 
were regulated by the sec, the holding com- 
pany was not. Through these holding com- 
panies, the securities firms have built up as- 
sets of roughly $80 billion in businesses 
unrelated to their underwriting and securi- 
ties-trading. 

Those businesses have included bridg- 
ing loans to help put together leveraged buy- 
outs and takeovers, insurance, commodities 
and oil refining: altogether these represent a 
large bolthole from the regulators. Last year 
a bill went before Congress giving the SEC 
power to demand all relevant information 





4T 





on all activities carried out by securities 
houses, whether in their holding company 
or elsewhere. 


So long, Glass-Steagall 


Another bone of contention for the SEC’s 
new boss is banks that do securities busi- 
ness. Mr Breeden has long argued that fi- 
nancial services should be regulated by func- 
tion, rather than (as now) by industry. He 
wants the securities business of banks— 
such as underwriting commercial paper and 
corporate debt—to be supervised by the 
SEC, not the Federal Reserve Board. He will 
probably get his way. The quid pro quo for 
the banks should be the final abolition of 








More share-dealing scandals in Japan 


TOKYO 


O CHAMPAGNE this new year for 

Daiwa, Japan's second-biggest se- 
curities firm. À wave of resignations, apol- 
ogies, pay cuts and official punishments 
have put a dampener on the festivities 
that normally enliven the company's re- 
turn to work on January 4th. The punish- 
ments are for a share scam perpetrated by 
Daiwa more than a decade ago, but leaked 
to the Japanese press only in the last days 
of 1989. Following an investigation into 
it, the finance ministry has thrown the 
book at Daiwa. 

Well, at least a leaf or two. The minis- 
try's punishments include banning Daiwa 
from the capital markets for two days, and 
prohibiting it for the time being 

` from raising capital through public 
share offerings. Four former em- 
ployees, currently board members 
of Daiwa subsidiaries, are to lose 
their jobs. Others (including 
Daiwa's chairman, Mr Yoshitoki 
Chino, and its president, Mr 
Masahiro Dozen) are to have their 
pay cut by 1096 for 3-12 months. 

Japan's taxman is unlikely to be 
quite so accommodating. Last week 
he hit Daiwa with a demand for 
¥6.3 billion ($43m) in back- 
taxes—and the auditing has only 
just begun. The Tokyo tax office 
has now started detailed investiga- 
tions not only into Daiwa, but into 





a number of other big Japanese se- Dai 


74 


curities firms too. 

Daiwa's misdeed was to offer some cor- 
porate investors loss-free stock transac- 
tions. The practice of secretly promising 
to cover any losses on favoured clients’ in- 
vestments was rampant in Japan’s volatile 
markets in the 1970s and early 1980s. It is 
less frequent now, but still goes on. Loss- 
free guarantees are not the most heinous 
violations of Japan’s Securities and Ex- 
change Law, but to hide them from the 
authorities means tax evasion. 

Daiwa’s clients were reimbursed for 
their losses through a chain of Daiwa sub- 
sidiaries. One of them, Sankyo Engineer- 
ing, "purchased" shares from the Daiwa 





wa’s wrists slapped 


the Glass-Steagall act, which for the past 5 
years has divorced investment and commer 
cial banking in America. 

Where would that leave equity-relate: 
futures contracts? Under Mr Breeden’ 
scheme of things, they should rightly belon 
with the sec, but Mr Breeden will not b 
drawn on this. He says simply that it "is u 
to Congress '—as is the question of a singl 
regulator for both futures and stocks. He | 
not a great admirer of the way futures ma: 
kets are run. The Chicago Mercantile E» 
change, he says, is "anti-competitive and st 
fles innovation." He cites the case of th 
Philadelphia Stock Exchange which bega 
trading a new hybrid equity-related future 
contract. However, the Commodities an 
Futures Trade Commission (CFTC) objecte 
to the new contract, and took the matter t 
court. The courts decided that, although th 
new instrument was only 5% a futures cor 
tract, the regulation of its trading bel 
with the crrc. "Why should the go 
ment or the courts decide", asks M 
Breeden. "Power to the marketplace.” 






investors who had lost money on their in- 
vestments at way above market price; it 
thus incurred a “loss” for itself of Y11.3 
billion. Sankyo Engineering was later "'re- 
paid" by Daiwa with 375,000 shares in a 
subsidiary called Daiwa Building Mainte- 
nance, which changed hands for Y801 a 
share—a fraction of their market value at 
the time. Sankyo Engineering promptly 
sold the shares for ¥31,300 a piece, pock- 
eting (after paying commission) precisely 
its lost Y11.3 billion. 

The Japanese taxman is not concerned 
about the ethics of such share-dealing she- 
nanigans. But he does care about the way 
Daiwa transferred to a third party what 
should have been a sizeable profit fr 
the sale of a chunk of its shares in Dai 
Building Maintenance. Hence the de- 
mand for Y6.3 billion in back tax. 

In its mild censure, the finance 
ministry hopes to send a message to 
Japan's securities industry: clean up 
your act or the taxman will do it. 
The ministry has its work cut out 
trying to cope with all the ramifica- 
tions of deregulation, let alone 
compiling the budget and tutoring 
the government on how to run the 
country. The last thing the civil ser- 
vants want—now that most of their 
enabling legislation is about to be 
stalled in the Socialist-controlled 
upper house—is another scandal. 

Rumours have been flying 
around for months about another 
big shares-for-favours scandal. The 
Daiwa case is not it—but it could 
be a signpost. 
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more attractive. 






S THE solid nic od of the 
b 1980s starts to falter, most obviously 
[n America and Britain, equity markets 








|... to stimulate parts of the domestic econ- 


| omy like retailing and construction. Ja- - 
^ pan'sstockmarket, which has ridden out a 







|. series of interest-rate rises that would have 
-.dented another market, might have to 
learn to cope with lower corparate-earn- 
ings growth as labour and other 
costs rise faster. 

American shares, which have 
pulled London's stockmarket up 
behind them, are starting to look 
vulnerable, despite the Dow Jones 
industrial average’s new record of 
2,810 reached on January 2nd. The 
record came after a startling 56- 
point jump in the Dow following a 
report from the National Associa- 
tion of Purchasing Management 
(NAPM). The report suggested that 
the American economy was weak, . 
but would not fall into a painful re- 
cession in 1990. 

_ Already some of the largest 
jJ American money managers, like 
|| Mr Peter Lynch of the Magellan 
| Fund, are complaining that Ameri- 
l|. can shares are too dear. They are 
+ reducing their equity holdings, or 
anyway the share of them in their 
portfolios. Others point out that, 
though it has been mostly led by 
“blue chips, the rally is patchy: some 
traditional > bellwether shares for the 
. Ametican economy, such as IBM, have 
- been all but ignored. . 
. The London: stockmarket is relying on 
Jithe argument that since big British com- 
|^ panies earn almost half their profits from 
overseas, British shares are a cheap way of 
buying those earnings after the pound's 
|. recent fall. The problem is that 37% of 
] British companies’ overseas earnings 
-]- come from America, which is growing 
d > only feebly. 
— With such uncertainty, government 
























- The American bond market, which has 
moved sideways for the past six months 
. after a spectacular mid-year rally, barely 
-— reacted to the NAPM data that caused such 
euphoria in the equity markets. The weak- 
|. ness of the economy encourages bond- 






|^ could lose their lustre. Of the world's big 
bourses, West Germany's looks the best . 
. set: the influx of East Germans should - 
- help to keep labour costs down as well as: 


bonds could well come into their own. 


American, British, West German and Japanese stockmarkets opened 
the decade by jumy ing t to new highs. But bonds are beginning to look 





holders to believe that the Federal Re- 
serve Board can continue to nudge 
"interest rates down without immediately 


reigniting inflation. 


American bonds, however, are un- 


likely to be the stars in 1990. The dullest 


bond markets in 1989 are likely to be this 
. year's shiners. Swiss government bonds 
E cost investors most money in 1989: they 
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lost almost 10% of their value as the Swiss 
National Bank raised interest rates to 


prop up the currency. They should do bet- 


ter in the second half of this year as Swiss 
inflation starts to fall. 


Japan’s ten-year government bonds 


might do better still. They produced nega- 
tive total returns of 2% in 1989 as the 
Bank of Japan raised interest rates three 
times to cool the feverish economy. Over 
the year, yields on ten-year Japanese gov- 
ernment bonds went up by almost a fifth 


to 5.6%. Simultaneously the interest-rate 


differential between three-month Euro- 


_ dollar deposits and three-month yen de- 
-posits narrowed from six percentage 


points in March 1989 to one point at the 
end of the year. _ 

So far this change has had little effect 
on the yen-dollar exchange rate. Instead 


Treasury bonds are sitting on hefty gains: 
"Freasuries made a total return of 20% in 


‘more than Eurodollars. 


- bond market as che inverted yield curv 


of being strengthened by higher interest 
rates, the yen has been weak against the. 
dollar. This is unlikel y to last. One reason. 
is that Japanese investors in American 














1989 and the strength of the dollar added: 
another 16% to that. M 
Japanese investors may be unwilling to. 
sit on such gains for much longer. They. 
reckon that higher Japanese interest rates. 
must eventually pull the yen up against 
the dollar. cand y their dollars back into. 
yen could prompt that change, since they 
will repatriate such large sums: Japanese: 
investors increased their holdings of Trea- 
suries (worth about $130 billion) by $10 
billion in the first half of 1989. 
A recovery in the Japanese gov- 
ernment-bond market looks just as 
likely. Increased tax revenues and a 
. budget surplus should mean less 
government borrowing from the 
bond market, reducing the supply 
of bonds available. Most analysts 
believe that the Bank of Japan only 
has to raise interest rates once more. . || 
to curb inflation. E 
Inflationary worries over West 
Germany. are probably exagge 
ated. The strength of the D-mark 
since September is helping the 
Bundesbank's already tight mone- 
 tary policy. Rising interest rates 
have turned the D-mark from a 
low-yielding currency into a com- 
paratively high-yielding one: in 
. April 1989 three-month Eurodol- 
-lars paid four percentage: poi 
more in annual interest than thre 
month Euro-D-marks;. now. 
Euro-D-marks yield around 8 
one-quarter of a percentage. poin 












































































Such interest-rate hikes gave the We: 
German bond market a turbulent yea 
Pundits expect probably one more rise 
interest rates—perhaps to encour 
West German employers to take a toug 
line with the metal-workers’. poten 
inflationary demands for an 8-996 wage 
crease and a shorter working week. Th 
rise may not happen if the D-mar 
strengthens still more. The attraction of 
strong currency, and the probability of. 
falling interest rates as the Bundesbank 
anti-inflation policy bears fruit, shoul 
produce a jamboree in the West Germa 


turns positive and yields fall back belo 
7%. A booming German bond marke 
could also spark rallies in other Europea 


bonds. 





FINANCE , PEE: 
Foreign securities firms in Japan 


Gilded seats 


TOKYO 





Many foreign brokers are making more money 


in Japan than anywhere else in the 
worl 


EN securities firms in Japan—including 

three foreigners—had the most wel. 
come of year-end tidings: the nod and wink 
from the Tokyo Stock Exchange (TsE) that 
they would at last get a seat on the exchange 
in 1990. Formally, the Tse will start receiv- 
ing applications from interested parties as 
soon as its governing body grants permis- 
sion for the membership to be expanded 
from today’s 114 to 124. Applications from 
20 or more securities houses are expected. 
But the fix has already gone in. Half the 
hopefuls will be disappointed; and the other 
half will still have to wait nearly zyear before 
they can start trading from their own booths 
on the TSE floor. The new computer system 
the exchange claims is needed is not going to 
be ready until next November. 

Adding in the foreign newcomers— 
Britain's Barclays de Zoete Wedd (Bzw), 
James Capel, owned by the Hongkong and 
Shanghai Bank, and France's Crédit Lyon- 
nais—means that 25 foreign brokerage 
houses will have been admitted to the TSE. 
For years the cost of entry made that seem 
like a mixed blessing. Now many more of the 
51 foreign securities firms with offices in Ja- 
pan believe the extortionate ¥1 billion 
($6.8m) entry fee that the TsE charges is 
worth it. 

It has been more politics than luck that 
has helped the three foreigners squeeze in 
this time. Having seen American brokerages 
win out in the first two offerings of TSE seats, 
the European firms have let their govern- 
ments do most of the negotiating for them. 
Japanese financial institutions have been 
getting increasingly jittery followmg the var- 
ious veiled threats about how they may be 
treated inside the European Community af- 
ter 1992. Britain, with Japanese institutions 
badgering the Bank of England tor licences 
to set up shop in London, has been particu- 
larly blunt: open up or shut up. Mrs Marga- 
ret Thatcher has done the brokers’ cause 
proud whenever she has met any Japanese 
anywhere. 

The Tokyo exchange's governing body 
has long claimed that the only thing pre- 
venting it from admitting more members, 
domestic as well as foreign, has been a short- 
age of space. That argument has been wear- 
ing thin. Eighteen months age the TSE 
opened a new trading floor and switched 
100 floor-traded stock issues on to screens, 
thus making room for 22 extra seats. The 
modern computer system that is to be in- 
stalled this year should at last allow all small- 
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Pay and enter 


lot trading to be taken off the floor. The 
space made available is likely to accommo- 
date a 15% increase in the number of floor 
traders and pit runners. That translates into 
room for another 15-20 new members. So 
the TSE seems to be leaving itself plenty in 
reserve to cater for other disgruntled bro- 
kerage firms. 

For the foreigners the TSE's attractions 
now go way beyond the mere prestige of be- 
longing to the world's biggest stockmarket. 
Over the past year Tokyo has at last been 
minting money for many foreigners. Be- 
tween them the foreign securities houses 
made almost Y 16 billion in pre-tax profits in 
Japan during the six months to last 
September—double the profits in the previ- 
ous six months. Big winners included Amer- 
ica's Goldman Sachs, Shearson Lehman 
Hutton and Kidder Peabody, and Britain's 
Baring Securities. The biggest winner dur- 
ing the period was Salomon Brothers, an 
American bond-trading house, with ¥3.6 
billion in pre-tax profits. 

Though there were also foreign losers— 
among them UBS Phillips & Drew and Swiss 
Bank Corporation International—all bar a 
handful made big strides towards becoming 
profitable. Many of the foreign firms did 
even better than their balance sheets might 
suggest. The tax credits from big start-up 
costs and small revenues have made the first 
four or five years of operation in Tokyo far 
less painful than foreign brokerage houses 
like to admit. Japan's Ministry of Finance 
has been more than a little irked by the way 
foreign securities firms have been busy 
booking their trades offshore and then 
charging the settlement costs and other re- 
gional overheads to their Tokyo offices. 

Dodges apart, what seems to have sepa- 
rated the winners from the losers among the 
foreign securities firms has been full mem- 


bership of the Tokyo exchange. All have 








benefited hugely from the Tse’s fixed 
commissions. 

In addition to that, Barings, Jardine 
Fleming and Morgan Stanley have been 
creaming money from equity-warrant sales. 
The American houses have scored heavily 
with their slick computer techniques for fu- 
tures and options trading of stock indexes. 
Salomon has made its money in the Japa- 
nese government-bond market. By trim- 
ming their commissions, Salomon and other 
foreign securities firms have snatched over 
3096 of the market for ten-year government 
bonds. They have shocked the locals by 
repackaging the bonds together with such 
things as options that allow clients to buy 
more later at the same price. 

An added windfall for the foreigners has 
been the finance ministry's edict limiting 
the monthly trading done by any single do- 
mestic broker (especially the big four sec 
ties houses, Nomura, Daiwa, Nikko à 
Yamaichi) in a particular issue to less than 
3096 of the stock's total volume. That has 
allowed foreign securities firms, along with 
some smaller domestic brokerages, to raise 
their share of the trading on the TSE. In July- 
September 1989 the 22 foreign firms with 
TSE seats were responsible for 13.596 of the 
trading volume. A year earlier they ac- 
counted for only 596. 

Not all of the foreign securities firms in 
Japan want to become full members of the 
TSE, whose entry price is now seven times 
that of the New York Stock Exchange. 
Chase Manhattan Securities, whose global 
securities ambitions have been humbled, ar- 
gues that TSE membership is far too costly 
for it to justify. J.P. Morgan and Bankers 
Trust have lost interest as well. The waver- 
ers would be happier if membership to the 
Tokyo exchange could itself be traded, as in 
America. 

The fat profits may not last, for Japan's 
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high fixed commissions are under threat. By 
* April or May the TSE is to lower the rates it 
sets for stock transactions worth ¥50m- 
300m in a bid to avert more direct pressure 
to deregulate commissions altogether. 
America and Britain have been urging the 
TSE to liberalise its commission structure 
and stop protecting its weaker members 
from fair competition. Sooner or later, too, 
the finance ministry is going to give the go- 
ahead for Japan's big commercial 
banks—with their vast distribution net- 
works and enormous assets—to set up se- 
curities subsidiaries. When that happens, Ja- 


pan's smaller securities houses fear that 
their blood could be all over the TSE floor. 

The leaner and meaner foreign securi- 
ties houses have grown used to living with 
much slimmer commissions. And the big 
four securities firms have other sources of 
income to cushion them. A number of Ja- 
pan's smaller securities firms, however, have 
started thinking aloud about the advantages 
of teaming up. Should a shake-out within 
the ranks occur, then the TsE's problems 
about finding still more floor space to ac- 
commodate the never-happy foreigners 
might magically disappear. 





Headhunting for moneymen 


In search of excellence 


* EFORE Big Bang,” says one financial 

headhunter, "my business was all 
about getting bottoms on seats." There 
were too many bottoms and too many seats 
for the boom to last, but he is still thriving— 
after learning two lessons. Headhunters 
must focus on quality rather than quantity, 





if they want to keep their share of the 
$100m-plus in fees that financial hirers pay 
each year. They must also lift the veil of se- 
crecy that hangs over their work. 

In the mid-1980s headhunters made a 
mint from footloose moneymen and their 


telephone-number salaries. The bill for a 


Hungary for private banking? 


T IS not only in manufacturing that 

Eastern Europe sees room for itself in 
market niches, but also in financial ser- 
vices. Several East European bankers 
think it not overfanciful to imagine Hun- 
garian banks stuffed with Latin American 
flight capital, or managing the financial af- 
fairs of some of the world's (western) 
billionaires. 

Already, Budapest Bank is seeking ad- 
vice from some large Swiss private banks 
and discussing the possibility of joint ven- 
tures with them. The Hungarian Credit 
Bank, the country's biggest, has a handful 
of private-banking experts already, and is 
set to train some more. Two Austrian pri- 
vate banks, Schoeller and Bank 
Gebrüd Gutman, say they are 
thinking about setting up joint ven- 
tures with Hungarian banks. 

Why the excitement? Partly be- 
cause the banking-secrecy laws in 
many financial havens elsewhere— 
from Switzerland to the Carib 
bean—are getting weaker as these 
countries co-operate more with 
American and European watch- 
dogs. And as the EC moves towards 
a single market, such traditional 
European private-banking centres 
as Luxembourg (and Austria, if it 
joins the EC) are unlikely to retain 
their tough banking-secrecy laws. 

Hungary's provisions, like Aus- 








tria's, stem from former Hapsburg laws, 
making them some of the world's tough- 
est. Savings accounts may be opened 
anonymously; and Hungary has signed no 
mutual financial assistance treaties. Not 
that Hungary's bankers want to offer the 
kind of laundromat for cocaine money 
that nearby Bulgaria offers. However, they 
like the rapid liberalisation of Hungary's 
financial system, and the amount of hard 
currency owned by Hungarians that is 
now floating to the surface. 

Foreigners and Hungarians may now 
hold hard-currency bank accounts in the 
clutch of new, independent Hungarian 
commercial banks. From March the new 
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search—paid by the employer—is usually 
around one-third of the candidate's total 
first-year takings (including company car, 
golden hello and other perks), plus ex- 
penses. Some of the world's biggest head- — 
hunting firms, such as Korn/Ferry, Russell 
Reynolds and Heidrick & Struggles, now 
make between a quarter and a half of en 
annual fee income by poaching financiers 
around the world. 
At this top end of the hire-archy, busi- 
ness is still brisk. At present a lot of delight- 
ed executives involved in Euro-equities, - 
Euro-mergers and acquisitions and any oth- 
er business with the "Euro" prefix—save - 
the poorly Eurobond market—are being of- 
fered serious money to swap jobs. Other fi- 
nancial folk on headhunters' hit lists are 
venture capitalists and innovators capable | 
of dreaming up new variations of options 
and swaps. E 
As life gets tougher in London and New 
York, the leading headhunters are turning — 
even more international Heidrick & - 
Struggles's separate division, called Fin- — 
search, is scouring continental Europe for 
talent. More firms have gone to Japan where 
headhunting is in its infancy, among them 
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banks will be allowed to deal in foreign ex- 
change. The new laws have already 
brought some money back into the coun- 
try. There is now up to $50m in hard cur- 
rency deposits in Hungarian banks, com- 
pared to less than $10m two years ago. 
From such acorns, the Hungarians hope, 
will oak trees grow. | 

Hungarian bankers are eyeing all the | 
hard currency squirrelled away by Hun- 
garians under mattresses and in ovens, ap- 
parently a favourite hiding place where 
taxmen never look. A pointer to the . 
wealth some Hungarians have amassed is 
the $100m-worth of goods that Hungar- — 
ians have bought in Austria since the bor- 
der between the two countries was 
opened last November. 

Then there is the $50modd 
that wily Hungarian entrepreneurs | 
have salted away in Austrian 
banks. Hungarian expatriates, too, - 
have savings of billions of dollars. — 
Some of that money might go back 
to the old country. Yet until Hun- 
gary's banks are privatised, proba- 
bly over the next couple of years, 
and until the country is more sta- 
ble, getting the world’s seriously 
rich to deposit their money in Hun- | 
garian banks will be a hard task. | 
Less respectable — cash—earned | 
from tax evasion, drugs or other | 
crime—will not be so choosy. | 
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. FINANCE 
Egon Zehnder and Boyden International. 

Searches in Japan take up to 5096 longer 
than in the West because it is so difficult to 
prise loyal Japanese executives out of their 
firms. So wise headhunters in Tokyo charge 
according to the difficulty of an assignment 
and the time it takes. To keep their staff, 
stuffy Japanese companies are having to 
change their ways. Recently, Mitsubishi 
Corporation became the first lapanese fi- 
nance house to introduce incentive schemes 
at home for its foreign exchange, securities 
and commodities dealers—to prevent any 
more from being poached. 

Back in London, any headhunters hop- 
ing for a repeat of the Big Bang bonanza will 
be disappointed. A new generation of per- 
sonnel professionals has arrived in the up- 
per echelons of City firms. In the mid-1980s 
personnel departments were apt to rubber- 
Stamp appointments, but now the new 
breed of no-nonsense executive (like Mr 
Christopher Hoistead at Morgan Grenfell 
. and Mr Peter White at Midland Bank) keeps 
a much tighter rein on the use of headhunt- 
ers to fill vacancies. 
| These personnel managers aiso demand 

a higher quality of service from search firms 
than in the past. The “little black book" ap- 
. proach to recruitment has given way to pro- 
fessional researchers and expensive comput- 
er software. In the offices of Baines 
Gwinner, a small firm of headhunters in the 
.. City of London, each researcher has a desk- 
~ top terminal that taps into an extensive da- 
— tabase of executive biographies. 


The finances of charity 


Meaning business 


HARITIES have coped with the greedy 
1980s rather well. The most visible side 
of the business, fund-raising, is still growing 
faster than inflation, at least in America. 
Americans (who already give most to chari- 
_ ties) increased their donations by 3% in real 
= terms during 1988 to $87 billion. That was 
equivalent to roughly 296 of GNP—or the 
amount Americans spent on clothes that 
- year. 

In Britain, where there are fewer tax- 
breaks for charitable donations, charities 
raised £3 billion-4! billion ($5.3 billion-8 
billion) in the year to the end of April 1989, 
| E according to the Charities Aid Foundation. 
—— That is equivalent to 1% of GNP or a quarter 
. of Britons’ annual expenditure on booze. 

The British notion of a charity, proven 
as such by registration with the Charities 
— Commission, ranges from the National 
ges guardian of large tracts of English 
countryside, to the Spastics Society. The 
American definition is wider still: even civil- 
_ rights organisations can get inside. 

r many American charities, dona- 
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Fee structures are changing. Some firms 
like Egon Zehnder charge fixed fees for as- 
signments, with a bonus for successful com- 
pletion. Headhunters certainly need an in- 
centive. According to a report soon to be 
published by Economist Publications Limit- 
ed, half of the firms that use headhunters 
find that the medium-term success rate of 
headhunting as a recruitment method is less 
than 60%. 

That poor record has a simple explana- 
tion. When a search firm takes on a client, it 
is usually placed “off-limits’’—ie, the head- 
hunter undertakes not to pinch staff from 
the new client on behalf of its other custom- 
ers. In the small world of the City of London 
there are perhaps 25 banks and securities 
houses that provide headhunters with their 
best contracts. Awkwardly, some of these în- 
stitutions—including S.G. Warburg, Mor- 
gan Stanley and J.P. Morgan—are also the 
best hunting grounds for top-notch staff. So 
if they are on a headhunter's client list, and 
thus off-limits, the cream of City talent is 
automatically out-of-bounds. 

This is one reason that headhunters are 
coy about revealing whom they work for, es- 
pecially when touting for new clients. It also 
explains why some of the canniest financial 
firms hire several headhunters at once, thus 
increasing their immunity. Bankers thinking 
of hiring search firms should insist on seeing 
their client list first. Those that refuse to 
come clean may have promised not to fish in 
precisely the waters where your best new ex- 
ecutive could be found. 





tions are not their biggest source of income. 
Fees and charges brought in over a third of 
the charities' collective income in 1986, do- 
nations a little over a quarter. Various kinds 
of payment from government provided al- 
most as much as did fund-raising. 

The charities’ own endowments pro- 
duced almost $16 billion, about 5% of their 
total income. American charities and chari- 
table foundations—ranging from the Salva- 
tion Army to Harvard—control assets 
worth around $300 billion. 

British charities still rely on the public 
for around 90% of their income, though 
they are only now waking up to the potential 
of marketing. The first television commer- 
cials for charities (led by the Royal Society 
for the Prevention of Cruelty to Animals, 
which does not spend all the money it raises) 
are starting to appear. This year the Post Of- 
fice sold 20p Christmas charity stamps for 
21p and donated 1p per stamp to the Chari- 
ties Aid Foundation—an idea pioneered by 
Nazi Germany with its "winter relief’ 
stamps in the 1930s. 





But changes are in the wind. The num- 
ber of fee payments to voluntary groups 
from British (government-run) health au- 
thorities doubled in the year to April 1988 
as charities took on a larger role in looking 
after the terminally ill, the mentally handi- 
capped and the crippled. The absolute fig- 
ures are still small; charities earned a mere 
£33m from fees. 

Their endowments make the charities 
significant managers of money. Probably the 
most famous charitable investor in the 
world is the Calouste Gulbenkian Founda- 
tion based in Lisbon. It is also one of the 
least typical because it makes donations in- 
ternationally. Its fund-management opera- 
tion is, correspondingly, more international 
than most other charities’. Calouste 
Gulbenkian, who died in 1955, was known 
as "Mr Five Percent” because he held 5% of 
the Iraq Petroleum Company, which, until 
the arrival of Aramco in Saudi Arabia a^ 
the second world war, was the dominan! 
company in the Middle East. The Founda- 
tion manages around $1.5 billion, divided 
between two funds. It was one of the early 
institutional investors in Eurobonds. 

Charities barely used to bother to man- 
age their investments. They simply spent the 
dividend and interest income their endow- 
ment provided: now they are keener on 
making sure that their portfolios perform. 
British charities were casualties of the City's 
Big Bang, after which hard-up stockbrokers 
demanded that charities place their money 
under their management and pay a 196 fee 
for the privilege. Previously charities had re- 
lied on free advice from friendly stockbro- 
kers. Now charities—which -are “exempt 
persons” under both the Financial Services 
Act and the Banking Act—have gone into 
the fund-management business themselves. 
Both the Church of England and the Chari- 
ties Aid Foundation now offer unit trusts 
(both equity and money-market) that ot 
charities can invest in. 





Please sir, more unit trusts 
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The foundering ark 


OAH'S job was more tiresome than 

the bible stories suggest. The number 
of species on earth may be anything from 
5m to 30m: too many for a well run ark and 
enough, you might think, for the world to 
afford to lose a few thousand. Yet the accel- 
erating pace of extinction is increasingly 
alarming to botanists and biologists, who 
think others may not yet realise why such 
' "nking diversity matters. 

Only 1.4m of the species have even been 
named and briefly described. Thus many of 
those that are vanishing have not yet been 
discovered. Plenty of the unknowns are in- 
sects: a survey of 19 trees of the same species 
in a forest in Panama found 950 species of 
beetles, over three-quarters of which had 
never met a scientist before. That rather 
confirms the view of a biologist, J.B.S. Hal- 
dane. When a theologian asked him what 
his studies revealed about God, Haldane re- 
plied that He appeared to have an inordi- 
nate fondness for beetles. 

Earth's variety of life grows as one trav- 
els from the poles to the equator, and is 
greatest in tropical forests, which harbour 
more than half of all species. The forests' 
marine equivalents are coral reefs. Nobody 
is sure why wet, tropical ecosystems are so 
much more diverse. Rain forests get a larger 
supply of energy and are not limited by wa- 
ter-shortage, so there are more niches. Also, 
the climate imposes fewer vicissitudes, al- 
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lowing more delicate lifestyles. Yet the scale 
of the difference is puzzling, as is the pre- 
ponderance of beetles. 

Guessing the pace of extinction is com- 
plicated by not knowing what was there in 
the first place. But one recent study of 
biodiversity published by the World Re- 
sources Institute (WRI) estimates that the 
rate of extinction of birds and mammals 
quadrupled between 1600 and 1950, reach- 
ing one species a year in the final hundred 
years. That is at least 100 times faster than 
the pace at which the 13,000 or so species of 
birds and mammals would vanish in unper- 
turbed nature. 

That pace will accelerate. The study pre- 
dicts that tropical deforestation alone will 
wipe out 5-1596 of all species between 1990 
and 2020. Even those figures may be too 
low. A study just published by Dr Norman 
Myers, a British environmental consultant, 
for Friends of the Earth reckons that the 
loss of tropical forests was 9096 faster in 
1989 than in 1979. At the current rate all 
forest will be gone within 38 years; and Mr 
Myers expects the pace of deforestation to 
rise as population pressures grow. 

In the past century, the pattern of ex- 


*Keeping options alive: the scientific basis for conserving 
biodiversity, by Walter Reid and Kenton Miller. Pub- 
lished by the World Resources Institute, 1709 New York 
Avenue, NW, Washington DC 20006. 
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tinction has altered: | 
@ Three-quarters of the extinctions of birds _ 
and mammals in the 350 years to 1950 were 
of island-dwelling species. Islands, where — 
creatures can evolve and diversify in isola- —— 
tion from competitors, tend to be particu- - 
larly rich in species not found elsewhere. Of 
the 3,250 species on the south Pacific island 
of New Caledonia, for example, 2,474 are 
found nowhere else. Such species are highly — 
vulnerable to the kind of fate that befell the — — 
flightless Stephen Island wren, found only 
on an island off the coast of New Zealand, 
and wiped out by one cat owned by the local — 
lighthouse keeper. Now, however, two- 
thirds of species at risk are found on main- 
lands, and especially in tropical forests. 
@ In the past, the introduction of new spe- — 
cies and excessive exploitation were causes 
of extinction just as important as the loss of 
habitat. People bring cats and rats which. 
catch creatures unused to predators; they - 
bring pigs and goats which eat plants previ- — 
ously ungrazed. Hunters despatched the —— 
dodo and almost despatched the sea otter. 
One-fifth of species of vertebrates are now 
threatened by new arrrivals; one-third (ine _ 
cluding the rhino) by over-exploitation. A. 
Loss of habitat is now easily the biggest 
threat. Most of all it threatens those crea- 
tures that need a larger range: big cats, bears 
and some tropical trees all need huge territo- 
ries. Species that are found only in small ar- 
eas or that are highly choosy about where — 
they live are also threatened when their ter- 
ritory disappears. $ 


Why worry? M 
People object to extinction on aesthetic - 
grounds: they would like their grandchil- - 
dren to see rhinos, just as they would have 
liked to see dodos. But this is a pragmatic 
age; and conservationists have practical, 
utilitarian reasons for preserving diversity. - 
Here are the four most common ones. All 
have the same drawback: it is hard to ensure 
that the economic returns from conserva- - 
tion go to the people who would otherwise} 
destroy forests. 
@ Some little-known plants, fish and ania 
may turn out to be valuable foods. The WRI 
report cites quinua, once a staple grain of 1 
the Incas, now known to be one of the — 
world's most productive sources of plant 
protein. In Panama and Costa Rica, at- | 
tempts are being made to domesticate the 
endangered but edible green iguana. Dodos, — 
large fat and flightless relatives of the pi- 
geon, or Steller's sea cows, docile and sea- 
weed-eating denizens of the Bering Sea, | 
might have made wonderful farm animals. — 
Both were exterminated by 1800. 
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e Plants, animals and bugs have been impor- 
tant sources of medicines, either directly or 
as models for synthesis. Tropical species are 
especially useful partly because they are of- 
ten choc-a-bloc with poisons which they use 
to scare off predators. Those poisons—like 
curare, used by Yanomani Indians to tip ar- 
rows, and by doctors as a muscle relaxant— 
are often the active ingredient in modern 
drugs. This reason for conservation would 
be more convincing if drug companies had 
taken the hint and despatched their techni- 
cians to the Matto Grosso. 

e Domesticated plants and animals need to 
be able to draw on the gene pool in their 
wild relatives to maintain or increase yields. 
Some primitive farmers recognise the ad- 
vantages of genetic diversity by planting sev- 
eral varieties of a crop in the same field. 
Modern agriculture uses plant breeding for 
the same effect. Good plant-breeding may it- 
self jeopardise future sources of useful genes. 
For, as more farmers use modern, fast grow- 
ing crops and breeds, older ones start to die 
out. Some 241 of the 700 different strains of 
cattle, sheep, pigs and horses identified in 
Europe are thought to be endangered. But 
this argument does not apply to everything. 
Beetles and rhinos have no genetic first 
cousins in cultivation. 

e Most of the beautiful Calvaria trees of 
Mauritius were at least 300 years old, and 
the species seemed sure to die out. Then a 
botanist guessed that its large tough seeds 
had to pass through the gizzard of a big bird 
before they would germinate. Dodos died 
out 300 years ago. What could replace the 
dodo? Force-fed turkeys saved the tree from 
extinction. The interdependence of plants 
and creatures means that the disappearance 
of one species may threaten others. Many of 
those unnamed creepy-crawlies in the jungle 
are alone capable of pollinating some forest 
plant. If they go, so does the plant, and the 
creatures that live off it in turn. Thus, it is 
often argued, ecosystems are full of interde- 
pendent species. Pull one needle from the 
pile and all will collapse. 

However, in recent years biologists have 
begun to argue that stability (of climate, his- 
tory, etc) creates diversity and not, as they 
first thought, vice versa. And sceptics have a 
reply to some of the other arguments for 
preserving forests: they apply to individual 
species, or a few species, but not to whole 
ecosystems. Once discovered, those species 
can be domesticated or their products fabri- 
cated. (Nature takes out no patents.) Thus 
the early rubber fortunes of Brazil and Peru 
vanished once rubber trees were domesti- 
cated and taken to Malaya by the British to 
be grown in low-diversity plantations. Hal- 
dane's beetles are unlikely to produce food, 
useful drugs or genes, but if they did, they 
could probably be farmed—which defeats 
any justification they would give to the pres- 
ervation of forests. 

Yet the conservationists have a power- 
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` ful reply. Even though the argument that 


whole ecosystems would quickly collapse 
once deprived of diversity has been losing 
ground, ignorance still gives it strength. It 
remains possible that some species are cru- 
cial to an ecosystem, and impossible—for 
now—to say which. 

To keep intact the pools of diversity, 
conservationists will need to find ways to 
help countries realise the value of their own 
rarities. Although in developed countries 
with strong, well-organised governments it 
may be possible to conserve simply by creat- 
ing national parks and insisting that they are 
managed as wilderness, that is harder in the 
poor countries that contain most of the 
earth's species. A better strategy may be to 
turn local people into guardians, by finding 
ways for them to profit directly from the di- 
versity of species. 

That will not be easy. Important though 
wild reserves of medicinal plants or food 
grains may be, it is hard to reflect their value 
in cash for local people. And exploitation— 
whether through harvesting or tourism— 
may do harm as well as good. Unlike most 
kinds of environmental damage, extinction 
is irreversible. Even beetles are easier to save 
than to re-create. 





Counterfeit banknotes 


The colour 
of money 


CALGARY, ALBERTA 


OW many of the banknotes folded into 

children's cards this year were real? 
The best estimates say that for every Im 
American notes in circulation, 500 are 
counterfeit. With their monochromatic 
green colour and widespread acceptance, 
they are the favourites of forgers every- 


That will do nicely 


where. The American Secret Service, whose™ 
job is to look after presidents and 
banknotes, says it generally manages to seize 
90-95% of the forgers’ handiwork at source. 

Other countries rely more on technol- 
ogy than on policing. Britain was the first to 
introduce metal strips in banknotes in an at- 
tempt to take the manufacture of money be- 
yond the mere skills of a printer. Still, an 
increase in the forging of £20 and £50 notes 
led to more elaborate measures in 1987; fine 
threads which crossweave the bill's surface. 
Other countries, including Singapore and 
New Zealand, rely on special printing tech- 
niques to produce latent images on their 
bills. These images can be seen (with some 
difficulty) if the bills are held at oblique 
angles. 

In Canada, the central bank has tradi- 
tionally relied on elaborate graphics to foil 
would-be forgers. Even so it was thought 
back in 1974 that nearly one in every 1,(^^ 
2$50 bills in circulation was counterf 
Understandably, most Canadian businesses 
refused to accept the $50 note. Today, ad- 
vances in colour-copier technology pose an 
even bigger threat. Although the machines 
are expensive (about $50,000) and many 
need a technician to operate them, colour 
copiers mean that elaborate graphics are no 
longer enough. 

So in December the Bank of Canada in- 
troduced a new line of C$50 bills, with the 
most sophisticated approach used so far. In 
the upper-left corner on the face of each bill 
is an optical security device (OSD), an 11 
millimetre by 12.5millimetre thin-film filter 
patch that changes colour from gold to 
green as it is tilted under light. Because the 
patch is extremely difficult to produce and 
has few other uses (for now), bank officials 
hope it will make the notes virtually 
uncopiable. Although a forger might be able 
to duplicate one note at a time, it would be 
hard to mass-produce them profitably. 

Four different sorts of OSD were cons 
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@ed by the Bank of Canada before the thin- 
film filters (invented by people working for 
Canada’s National Research Council in 
1975) won the day. A metallic reflecting 
patch, attached to the bill, would have 
spoiled any photocopies by producing a 
black patch where the reflector should be. 
Unfortunately, such reflective patches can 
easily be duplicated by hot-foil stamping. A 
diffraction-grating device, composed of a se- 
ries of fine, closely spaced grooves embossed 
in aluminized plastic, was another candi- 
date. It has about 1,000 grooves per 
millimetre, and the distance between the 
grooves is close to the wavelength of visible 
light. As the grating is tilted, different col- 
ours show. But it is damaged by folding and 
crumpling, and its image can be seen only in 
the right light. 

A hologram, similar to those found on 
credit cards, was also tested on the bills, but 
ite image was too easily destroyed by crum- 

n The thin-film interference filter that 
was Chosen consists of five extremely thin 
layers of alternating transparent materials. 
The thin layers are less than half a micron 
thick—thinner than the wavelength of visi- 
ble light. Different colours can be produced 
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both by varying the thickness of the layers 
and by adding more layers. More saturated 
colours, like scarlet, require more layers, but 
the cost of laying down so many layers 
makes bright red OsDbs impractical for 
banknotes. 

The filter is made on a "roll coater’’, a 
device invented to put layers of glass-like 
material onto a moving plastic web. Once 
produced by the roll coater, the web is put in 
a huge vacuum chamber and the materials 
that make up the thin layers—zirconia and 
silica—are vaporised by an electron- 
gun. The vapour settles down on the waxy 
material as thin films. Five such layers are 
laid down, the web is cut into ribbons and 
the patches are stuck to the banknotes. 

The results may give Canada the most 
sophisticated banknotes in the world. But 
putting the optical device on a C$50 note 
raises its printing cost by over 4596 (from 
51⁄2 to 8 cents). Officials hope that it will 
more than pay for itself by keeping counter- 
feiters at bay. Canada's southern neigh- 
bour, with a bigger problem, is eschewing 
gadgetry and sticking resolutely to its secret 
service. It remains to be seen whether brains 
or brawn will triumph. 





Immortal cells 


Grow your own brain 


SING bits of brain from human em- 
bryos to treat Parkinson's disease poses 
moral as well as practical problems. Scien- 
tists at two British universities are working 
on a way to do the job less controversially by 
growing brain tissue in laboratory cell cul- 
tures instead. The same technique may be 
used to grow enough liver or pancreatic cells 
to use in organ transplants. This would let 
organ serve for hundreds of operations. 

Dr Julian Burke at Sussex and Dr Caro- 
line Macdonald at Strathclyde are working 
on new ways to use "immortal" cell cultures. 
Normally every cell in the human body has a 
fixed lifespan. It divides a certain number of 
times, then stops dividing and lives on for a 
set period. Both the number of cell divisions 
and the lifespan after the last division vary 
greatly between types of cells. 

Occasionally, however, one or two 
mouse or human cells in a laboratory culture 
throw off their genetic controls and divide 
and grow indefinitely. The immortals take 
over the culture plate as the other cells die 
off. They go on growing and dividing for as 
long as anyone cares to keep them alive. 

Unfortunately it is impossible to pro- 
duce a supply of specialised cells, such as 
nerve cells, simply by immortalising them. 
As they grow and divide, the cells revert to 
an undifferentiated state and lose the special 
characteristics which make them nerve cells, 
and thus useful for transplants. A better un- 








derstanding of the ways in which genes con- 
trol cells, and the ways in which genes them- 
selves are controlled, might help to get 
round this problem. 

The idea is to take a small number of 
differentiated cells (nerve cells, for example) 
that no longer divide and grow, and 
immortalise them so that they grow and di- 
vide once more. When enough cells have 
been grown in this way, the trick is to throw 
a genetic switch to make the cells revert to 
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their soa fiori. state x (bus rey AE 
work suggests that “undifferentiated” cells — 
are in fact tacitly differentiated all along). 
Then, if all goes well, they will be ready to be 
collected and used in an implant to treat, 
say, Parkinson's disease. 
The process involves some sophisticated | > 
genetic engineering. Some years ago it was 
discovered that cells can be immortalised by 
infecting them with a monkey virus, sV40. _ 
Dr Burke, Dr Macdonald and others have 
found a single gene from the virus that will 
do the job when inserted into the cell in cul- 
ture. The product made by the implanted 
gene, called a T-antigen, switches off the - 
genes responsible for the cell's aging and 
death. If the new gene stops making the T 
antigen the cell becomes mortal again. E 
Dr Burke and Dr Macdonald are now - 
dissecting the T-antigen to see which bits of - 
it are needed to make cells immortal, and - 
how they work. They are also developing | 
zwo ways to return the cells’ mortality when — 
enough of them have been produced. One — 
way is to engineer the T-antigen gene so that 
it stops making the antigen when an antibi-- 
otic is added to the cell culture. Standard. 
techniques exist for switching off the expres- _ 
sion of genes in this way, so this looks prom- _ 
ising. The other approach i is to engineer the - 
T-antigen gene so it is only switched on in - 
the presence of an antibiotic. r 
Dr Harvey Ozer of Hunter College in _ 
New York has demonstrated a different way 
to make immortal cells mortal again witha 
gene switch based on temperature changes. - 
The British group says that its antibiotic 
switch is better. Either way, it seems that - 
methods of producing large amounts of spe- 
cialised, differentiated cells in culture are 
fairly close at hand. l 
One of the first uses of the technique - 
will be in research, to enable specialised cells - 
under study to be multiplied while they keep 
the functions that make them interesting. - 
Cells producing growth factors and growth- 
factor receptors—which play a big part ir 
causing cancer when the genes for them go 
wrong—will be studied in this way. Another 
early use will probably be to help in makin 
vaccines, hormones and other medical prc 4 
ucts. The limited number of cells producing 
such substances might be multiplied by th 
technique of immortal- and remortalising. 
The British team thinks the techniqu 
could be used to produce specialised cell c il 
tures for use in screening potential anti-can | 
cer drugs, whose effects on tumours need to 
be compared with the effects on healthy dif- 
ferentiated cells in culture. Similarly, the 
technique might be used to produce cultures 
of specialised human cells for screenin g 
drugs to be used on the corresponding cells. 
in a body. For example, drugs being dev 
oped to treat rheumatoid arthritis could D 
tested on macrophages, the cells responsible 
for joint damage. 
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Les cahiers du cinéma 


EW film-makers write well about what 

they do. It is not their metier. The end 
of last year, however, saw a flood of books by 
and about film-makers, some of the best of 
them written by the celluloid-masters them- 
selves. Francois Truffaut, who died in 1984, 
was a critic before he became a director, 
bining a keen eye for the phoney and 
meretricious with a trenchant prose 
style. He never wrote an autobiography, but 
his LETTERS (Faber, £17.50; Farrar, Straus, 
$19.95) are the next-best thing—a cornuco- 
pia of observations on his craft, on fellow 
film-makers and on the events of his life. 

Truffaut was a perceptive man, who 
could detect the talents of the future in the 
short films on which young Turks cut their 
teeth—Alain Resnais's art films, for exam- 
ple. The second-rate he excoriated with a 
pen dipped liberally in vitriol. He could be 
selfish; his correspondence, racily translated 
by Gilbert Adair with a nice feel for 
Truffaut's wit and wordplay, is heavy with 
brusque refusals to help and advise aspiring 
film-makers. He could be cruel, too. Noth- 
ing became him less than the pleasure he 
took at the flops of directors, like René 
Clair, of whom he did not approve (“We're 
all delighted here by the failure of “Tout l'Or 
du Monde’’’). But he mellowed with the 


years, and when he later published a collec- 
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tion of his critical pieces he excluded the 
most negative, “because the directors are 
now old men and it would be needlessly 
cruel of me to hamper their efforts to con- 
tinue working.” 

At the heart of the book is the letter 
that brought about his rupture with Jean- 
Luc Godard—six pages of concentrated 
venom. The rights and wrongs of the case 
are now impossible to fathom, but it is hard 
not to sympathise with the man who wrote: 


I've always had the impression that real mili- 
tants are like cleaning women, doing a thank- 
less, daily, but necessary job. But you, you're 
the Ursula Andress of militancy; you make a 
brief appearance, just enough time for the cam- 
eras to flash . . . and then you disappear again, 
trailing clouds of self-serving mystery. 


In contrast to these letters, Ken Rus- 
sell’s A British Picrure (Heinemann, 
£14.95; Bantam) is a full-scale autobiogra- 
phy—of sorts. Impressionistic, packed with 
vivid episodes, determined to shock and 
cavalier about cohesion and factual accura- 
cy, it is as defiantly over-the-top as one of his 
films. The effect, however, is outweighed by 
his compulsion to be an enfant terrible at all 
costs. Few, perhaps, would want to emulate 
his second wedding, performed by the actor 
Anthony Perkins (who had paid $10 to the 
Universal Life Church Inc for the right to 


solemnise marriages) and capped by the 
happy couple dancing down the aisle to the 
sound of Ted Heath's “Bow Bells Swinging 
the Broadway Melody”. 

SCORSESE ON SCORSESE (Faber, £12.99 
and $17.95) is a patchwork book, cobbled 
cogether out of three lectures given by the 
director in 1987. It is full of fascinating in- 
sights on his professionalism as a movie- 
maker, completing “The Color of Money”, 
for example, $1.5m below budget (“That’s 
the stuff sainthood is made of in Holly- 
wood"). And the outcome of his campaign 
to combat fading colour on film was a nota- 
ble victory: Kodak produced a new stock 20 
times more durable and with an estimated 
life of 500 years. 

Most people reading the book, howev- 
er, will be looking for light on Mr Scorsese's 
intentions in the profoundly controversial 
“The Last Temptation of Christ”. They are 
unlikely to find fully satisfactory answers— 
perhaps because Mr Scorsese does not have 
them. "I wanted", he says, “to make the life 
of Jesus immediate and accessible to people 
who hadn't really thought about God in a 
long time.” But he goes on to say, almost in 
the same breath, “I believe that Jesus is fully 
divine" and "Over the years, I've drifted 
away from the Church, I'm no longer a prac- 
tising Catholic and I've questioned these 
things." It is a dichotomy unresolved in Mr 
Scorsese's life and, as a consequence, in his 
film as well. 

Among the studies of directors by non- 
cinéastes, none is so scholarly as Andrew 
Robinson’s 412-page study of the Indian di- 
rector SaTyajiT Ray (André Deutsch, 
£17.95; University of California Press). Mr 
Ray burst on the scene at the Cannes film 
festival in 1956 with “Pather Panchali”, 
which he had been shooting on and off for 
four years. It took the West some time to rec- 
ognise him as an artist with something to say 
of relevance beyond his native Bengal. "A 
case of pad, pad, pad through the paddy 
fields", wrote one critic who would now 
doubtless prefer to be nameless. When 
"Aparajito", the sequel to “Pather Pan- 
chali", won the top prize at the Venice festi- 
val the following year, the chairman of the 
jury, René Clair (the same so sneered at by 
Truffaut) remarked that he hoped Mr Ray 
would now "go away and learn how to make 
films." 

Mr Ray was no primitive, but a Brah- 
min, as adept at novel writing and musical 
composition as he was with the camera. Af- 
ter 27 feature films his stature is undisputed, 
but Mr Robinson's book comes sufficiently 
late in the day to mention the criticisms too: 
his prudery (there is only one chaste kiss in 
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all his work), his relative indiffererice to poli- 
tics and his unwillingness to face unpleasant 
truths. His “Rabindranath Tagore”, for ex- 
ample, glosses over the subject’s admiration 
for Mussolini. Yet in Mr Ray’s work, as in 
Tagore's, the form itself is the content; and 
Mr Robinson's close analysis of the warp 
and woof of Mr Ray's work makes an almost 
unanswerable case for the defence. 





Modern history 


Night of glass 


KRISTALLNACHT. By Anthony Read and Da- 
vid Fisher. Michael Joseph; 306 pages; 
£16.95. Times Books; $19.95 


NTHONY READ and David Fisher aim 

to replace Larry Collins and Domi- 
nique Lapierre, who seem to have retired, as 
joint authors of readable books, accurately 
written, on mid-century history. This is 
their fourth effort. It does not quite carry 
the punch of their previous volume, “The 
Deadly Embrace", on the Nazi-Soviet pact 
of August 1939-June 1941; but it deals 


Packaged 


POILSPORTS in the corporate iden- 

tity trade, and Wally Olins, the au- 
thor of CORPORATE IDENTITY*, would 
count himself among them, reckon that 
no end of millions spent on logos or ad- 
vertising will stop a bad company from 
remaining a bad company. Proponents 
of the craft point out that certain defects 
of interest to their publics seem to have 
been well concealed by the excellent cor- 
porate-identity campaigns of Robes- 
pierre, Napoleon and Hitler. 

Some sensible people think that cor- 
porate identity is a tarted up name for 
manipulation, and a close relative of de- 
vious advertising and its friend public re- 
lations. They are not likely to change 
their views on reading Mr Olins, thus: 


In order to create loyalties, the organisa- 
tion has to manufacture the symbols of loy- 
alty: the flags, the rituals, the names. The 
organisation must celebrate what it is and 
what it stands for through rituals and cere- 
monies. Affirmation of faith must be fol- 
lowed by constant re-affirmation. 


Fortunately, there is more to the book, 
and to Mr Olins (chairman of Wolff 
Olins, a British corporate-identity firm), 
than that. He argues, rightly, that there 
has never been anything wrong with 
symbols, as long as they represent honest 
intentions. With these intentions and 
the true nature of the company as a basis, 
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well—poignantly, even—with 
the tale of a tragedy that pre- 
ceded it. 

On the morning of No- 
vember 7 1938 a 17-year-old 
Polish Jew, Herschel 
Orynszpan, walked into the 
German embassy in Paris and 
shot down the first diplomat 
he met—the only one already 
at his desk: Ernst vom Rath, 
who died two days later. 
Grynszpan made no effort to 
run away. He wanted to protest 
at the fate of 12,000 Polish 
Jews, his own parents among 
them, who were marooned at 
that moment in a village on the 
German-Polish border, ex- 
pelled from Germany, no 
longer acceptable in their 
homeland. 

On the night of November 
9th-IOth the Nazi party ex- 
acted a stiff price for the murder of vom 
Rath. Almost every synagogue in Greater 
Germany (Austria was already inside the 
Third Reich) was burned down; thousands 
of Jewish shops were wrecked; 30,000 Jewish 





companies can then have a useful time 
trying to match up their good points 
with symbolic art. People should find no 
gap between the company they deal 
with—its products or services—and its 
symbolic identity. 

Modern managers, however, are 
hardly artists seeking truth. Nor are they 
likely to hire any (unlike Camillo Oli- 
vetti, the founder of the typewriter com- 
pany, who employed Italian and foreign 
artists at the turn of the century to paint 
their impressions of Olivetti’s identity). 
Nowadays, managers seek the cheap so- 
lution, which is in fact a costly one: they 
will cover up rather than open up. Cor- 
porate-identity salesmen are expected to 
fix the image, rather than create a fair re- 
flection of a company’s true personality. 
And they are many and willing. 

That is why most of what passes for 
corporate identity is wasteful, silly, badly- 
conceived and poorly-finished. Britain 
suffers more than most. Bad design and 
dreadful colours scream out of logos on 
shop-fronts and offices, at banks and 
building societies, on petrol stations and 
from almost every corporate thing in 
sight. Yet it may avail them nothing. The 
confounding of all despots, whether po- 
litical or corporate, is common sense; 
people eventually spot and respond vig- 
orously to the gap between myth and re- 
ality, bright packaging and bad goods. 


*Thames & Hudson; 224 pages; £16.95 








Posters first, wrecking crews later 


men were taken away, not gently, into con 
centration camps. Over 100 died on thi 
way; 2,500 were dead by the year’s end. 

These figures were of course trivial 
compared to what the more extreme Na 
zis—from Hitler upwards—already envis 
aged for the Jews, and were going to exact it 
the Holocaust of 1942-45, in which Jew: 
died by millions, and Germans and resister: 
to Nazism by hundreds of thousands. Bu 
Kristallnacht—crystal night, after the pave 
ments-full of broken glass, the euphemism 
by which the pogrom was remembered— 
gave a foretaste of what the Nazi regime wa: 
really like. These were the men with whom 
Stalin was ready to make friends, anc 
against whom Chamberlain and Daladie: 
felt they had to make war; in each case with 
in a year of the pogrom, which took plac 
while the ink on the Munich agreement wa: 
hardly dry. 

Mr Read and Mr Fisher take care t. „~ 
their facts right, and have delved deep in ar 
chives as well as memories to arrive at thei: 
conclusions. They explain how carefully the 
pogrom was laid on, as a joint police anc 
party operation, with Hitler’s and Himm 
ler’s own backing; why the bulk of the popu 
lation was too frightened to intervene; anc 
why no foreign government wanted to di 
much for the resulting refugees. 

In an epilogue, they look int 
Grynszpan's own fate, already the subject o 
many myths. They find that, long held in : 
French prison without trial, he fell into Ge 
stapo hands when the Germans overrar 
France in 1940; was to have been accorded : 
show trial; but improvised a startling de 
fence, pretending that he and vom Rath hac 
been lovers. Since this would have done th« 
Third Reich's image no good, he was unob 
trusively rubbed out at Sachsenhausen, anc 
has no known grave. 
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"John Maynard Keynes 
'Spring-leap- 
gobbles 


LYDIA & MAYNARD: THE LETTERS OF LYDIA 
LOPOKOVA AND JOHN MAYNARD KEYNES. 
Edited by Polly Hill and Richard Keynes. 


André Deutsch; 397 pages; £17.95. 


MONG the Russian dancers who came 
to England with Diaghilev during the 
first world war, one, Lydia Lopokova, had a 
winning way with an audience. A 1918 per- 
formance of "Les Sylphides" won uproari- 
ous applause after an unexpected mid-scene 
pause during which Lydia tucked her hand 
under her skirt, pulled off her frilly drawers 
and gaily flung them into the wings. With 
I woman, Maynard Keynes fell in love. 
o Keynes's friends, who knew him as a 
brilliant economist and a rampant homosex- 
ual, his love affair presented a painful spec- 
tacle. Besides, the Bloomsburv set disliked 
and feared outsiders; they were not pre- 
pared to lose one of their stars to a foreigner 
without a fight. "Maynard is passionately 
and pathetically in love,” Virginia Woolf re- 
ported to a friend, "and she has him by the 
snout ... Lydia's pranks put us all on edge; 
and Bloomsbury steals off to its dens, leav- 
ing Maynard with Lydia on his knee, a sub- 
lime but heartrending spectacle.” 

Lydia's relationship with Maynard be- 
gan to flourish in 1921 when Diaghilev fled 
the country to escape his creditors after the 
collapse of his most ambitious production, 
“The Sleeping Princess". Lydia, suddenly 
reduced to dancing cameo roles in matinées, 
could no longer afford to stay in splendour 





at the Waldorf Hotel. Keynes, apprised of 


her straitened circumstances, took over her 
6 affairs and moved her into cheap 
ms near his own, in Gordon Square. 

This first volume of letters runs from 
1921 until their marriage in 1925. May- 
nard's letters are loving, humorous and full 
of warmth. He makes up poems for Lydia, 
worries over her health, sends money when- 
ever she needs it and tells her that she is his 
"dearest darling Lydochka", always wise 
where he is only intelligent. He struggles to 
match her idiosyncratic style by sending her 
"gobblings" and “soft touchings" and turn- 
ing his love into childish riddles, "that 
which is only for you and won't buy any- 
thing and is no good to anyone else." 

The comedy of the correspondence lies 
in the contrast between the two writers. 
Maynard, for all his endeavours, remains a 
brilliant, busy, overworked man, engrossed 
as much in lectures, college business and 
economic writings as in the pursuit of ro- 
mance. Lydia, by comparison, puts all her 
natural comic gift into her letters. "What a 
pity | have not the gift of words," she sighs. 
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"Lead simple working men's life, and you— 
do you go in the evenings to dissipated 
houses?" “I stand on my knees and kiss 
you," she announces, before telling him 
that his lecture was "a fluctuation for yout 
listeners." But Lydia's inventive 
phrases were reserved for expressing her 
love. She sends him a kiss that begins "deco- 
rously and respectfully, sort of an adagio, 
that ends with spring-leap-gobbles" and 


most 


Can good European theatre survive? 


Calling on angels 


E BERTOLT BRECHT'S play "The 
Good Person of Sichuan, three gods 
come down to earth “on a fact-finding mis- 
sion", looking for a good person. Their 
hopes rest on a prostitute, Shin-Te, the only 
person in Sichuan to offer them lodging. In 
their gratitude, the gods offer Shin-Te 
money, and she opens a tobacco shop. But 
in the course of godlike follow-up investiga- 
tions, it emerges that Shin-Te can sustain 
her goodness only by adopting a ferocious 
and exploitative alter-ego. Goodness by it- 
self is a financial disaster. The beautiful pro- 
duction of this play that has just opened at 
London's National Theatre, directed by 
Deborah Warner, has the gods dressed as 
city executives, descending with wings on 


Brilliance is not enough 


BOOKS AND ARTS 


signs herself off as everything from "your 
pale chaffinch” to "your lively vitamin." 
The letters are well-edited and usefully 
divided into short sections, each with a 
short background history. Enjovable on 
their own, they are better still when read in 
combination with the first volume of Robert 
Skidelsky's superb biography of John May- 
nard Keynes (Macmillan, 1983), which 
ends, conveniently, just where these begin. 


wires above the stage. Miss Warner is one of 
the theatre's brightest hopes at present; but 
every year it becomes harder for directors to 
get anywhere simply by being good. 

Jack Lang, France's ebullient minister of 
culture, recently took a look at the state of 
cheatre in his country. Some things made 
um happy: adequate money (FFrl43m 
'$25m) in 1989 for running costs alone, 
shared between 417 companies and growing 
at 10% a year) and rapid growth in theatre 
provision (from a mere five national the- 
atres in 1959 to over 40 Centres 
Dramatiques Nationaux now). Two things 
did not delight him: the FFr80m ($14m) def 
icit accumulated by the public-sector the- 
atres by 1988, and mounting evidence that 
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What's left 








NE name invariably mentioned in 

eulogies of Samuel Beckett, who 
died in Paris on December 23rd, was that 
of his fellow-Irishman and close friend 
James Joyce. Beckett might well be consid- 
ered the older man's heir: one of the vir- 
tuosos of twentieth-century language, 
combining high modernism and low com- 
edy in complex works that address the 
fundamentals of human experience. 

His plays display a dazzling talent for 
creating scenes and characters from the 
barest materials. Banalities and oblique 
utterances, repetitions and silence grip au- 
diences in ways that conventional drama 
cannot. Such innovations were reflected 
in the work of younger playwrights, in 
Harold Pinter's sense of the menace hid- 
den in everyday speech, and in Tom 
Stoppard's verbal fantasies. Yet Beckett's 
plays—and novels—remain unique in 
their self-contained, almost musical sense 
of structure and depth, in which the dia- 
logue becomes a kind of ritual. 

Such a unifying ritual is necessary, be- 
cause his constant subject is the absence 
of meaning in life. A commentator de- 
scribed Beckett's most famous work, 
"Waiting for Godot”, as a play "in which 
Nothingness circulates through every line 
from beginning to end”. Or as one of its 
protagonists pithily affirms, "there's no 
lack of void". Yet there is no lack of hu- 











the cultural policies of the last 20 years (gen- 
erosity and decentralisation) had led French 
theatre to become an inward-looking, self- 
congratulating backwater. 

[n France, as in the rest of Europe, the 
conditions for a strong and competitive the- 
atre industry are disappearing. Ideally, sev- 
eral stable companies should be in compe- 
tition, all trying to outdo each other in 
commissioning new works, developing new 
styles and reaching new audiences. These, 
after all, were the conditions of Shake- 
speare's London. When other forms of lei- 
sure sent theatre attendances into decline in 
the 1970s (2196 of the French went to a play 
once a year or more in 1967; now it is fewer 
than 796), government money intervened. 
But governments seldom know how best to 
keep theatre alive. The principal channel of 
financial support in France has been the 
CDNs, the regional lighthouses of theatre; 
but with a few notable exceptions their con- 
tribution has been to support "safe" works 
by each other's pet dramatists, and to add to 
Mr Lang's deficit. 

One ardent critic of this system is Joel 
Jouanneau, a colourful and original 
director/playwright with a background in 
the Communist party. Mr Jouanneau argues 
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Vladimir, Estragon, the void 


mour either, ranging from wry irony al- 
most to farce and slapstick. 

The heroes of “Waiting for Godot”, 
after all, are two tramps whose bowler 
hats are meant to associate them with mu- 
sic-hall comedy, or the likes of Laurel and 
Hardy. Their particular blend of feckless- 


that the theatre is a market, and that aspir- 
ing dramatists should be free to enter it. Mr 
Jouanneau develops his own work outside 
the recognised bastions of culture; indeed, 
"Le Bourrichon”’, his recent earthy success 
at the Avignon Festival (and later in Paris), 
was tested out in the public squares of nu- 
merous small villages in his native Vaucluse 
before it reached the theatregoing public. 
Even the brightest sparks of the avant- 
garde, however, need regular involvement 
with the establishment to reach some sort of 
maturity: in the first instance, through ap- 
prenticing. Yet as costs rise and subsidies 
shrink, apprenticing has been cut almost ev- 
erywhere. London's Royal Court Theatre, 
for example, a centre for new writing, used 
to hire a trainee director for every produc- 
tion. No more. Residencies sponsored by 
television companies or the Arts Council 
sometimes fill such gaps, but the tradition of 
on-the-job learning has more or less died. 
Another casualty of austerity is small ex- 
perimental theatres. Britain's current crop 
of mature writers and directors (Steven 
Berkoff, Howard Brenton, David Hare, 
Nick Wright, whose “Mrs Klein” is soon to 
transfer to Paris) learnt their skills playing 
for many vears in front of 2596 houses in 





ness, vulnerability and resilience sum up 
for Beckett the basic human condition, in 
which, despite appearances, everyone is 
an outsider and where, as the play's first. | 
line declares, there is "nothing to be 
done". 

The tramps' futile wait for the mysteri- | 
ous Godot leads them through boredom, 
squabbling and despair. They consider 
suicide or separation. Yet at the end they 
remain touchingly together, like an old | 
married couple. The play's final image | 
seems to invoke not merely helplessness 
and loneliness as human constituents, but 
charity as well. 

Charity, of course, is the great Chris- | 
tian virtue, and a religious sense abounds | 
in Beckett. The two tramps speculate on 





the ambiguities of the Biblical accounts of 
Christ, and one asserts that "all my life 
I’ve compared myself to him". Godot mz" 
never appear, but one has the impressio 
that the human, suffering Christ undei- 
lies much of Beckett's vision. To live may 
be only to experience nothingness, but it 
is an experience shared by all, and the 
common lot—funny, forlorn, deter- 
mined—becomes the principal matter of 
his works. There may be "nothing to be 
done”, but as one tramp observes, "it's 
the way of doing it that counts, the way of - 
doing it if you want to go on living". It was 
the business of going on that Beckett con- 
fronted, and in reducing existence to its 
human essence, he created saving rituals, 
little acts of redemption. 








tiny studio theatres. The managers of thi 
leading experimental theatres now need t 
achieve 60-8096 houses on every show; am 
less, and the liquidators prepare themselves 
Such theatres might try to enlarge their au 
diences by being less experimental, or 
hitch themselves from the economy 
Grotowski’s famous unpaid, unhousec 
troupe. Most cannot do that. Instead—lik 
the Royal Court's small upstairs studio the 
atre, home to many of the country's bes 
writers, which will temporarily shut its door 
this year—they are forced to close down. 
To choose less daring plays seems, a 
first sight, the sensible solution. In its mait 
theatre the Royal Court has carved out ; 
market niche with urbane and accessibl 
new plays that usually achieve good audi 
ences. Yet this approach has problems too 
it spells the end of the independent play 
wright. In such arrangements, the dramatis 
serves the creative urge of the director, ani 
there is no opportunity for writing new play 
experimentally. Michel Vinaver, a forme 
director of manufacturing in a large com 
pany and now professor of Theatre Studie 
in Paris, discerns the same trend in France 
Directors, now cast by the media as the grea 
discoverers of talent and form (the Deboral 
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Warner phenomenon), are nervous of using 
py contemporary text that has literary au- 
onomy. They prefer to work with an old 
ext that they can manipulate, or to use writ- 
rs as a tool in the creation of their shows by 
ommissioning (or, like Mr Jouanneau, writ- 
ag) exactly what they want. When a new 
lay is staged, according to Mr Vinaver, it 
»ses its virginity in the eyes of other direc- 
ors: no one else wants to take it up. 

France, Mr Vinaver suggests, should 
opy the Germans, who have fuelled de- 
aand for new writing by ensuring that suc- 
essful creations tour the country not as 
eady-made productions but as texts for 
ther directors to interpret. Interestingly, 
Ár Lang, who aims to secure for France the 
op place in Europe's increasingly important 
ivilisation audiovisuelle, now intends to 
dopt the German system in France. 

He would do well, however, to consider 
r ~~tion such as the Studio at London's 
|. aal Theatre: a no-audience theatre 
"ucn takes unknown people seriously, 
utting on readings of new material, offer- 
ig guidance to playwrights, feeding plays 
n towards other venues. It has survived 
nly by generous patronage. The NT Studio 
annot singlehandedly sustain the condi- 
ons for good theatre; but it can at least 
elp to supply Britain's £700m theatre in- 
ustry with the most vital investment for its 
1ture— new plays. 





Englussky 


MOSCOW 


USSIA'S best known emigré, Alexan- 
der Solzhenitsyn, will publish a new 
book in the Soviet Union next year. It is a 
dictionary. Since 1947, Mr Solzhenitsyn 
' s been compiling definitions not only of 
dinary Russian words, but also of words 
that have been lost during the past 70 
years of communist rule. The result—to 
appear in monthy instalments in the mag- 
azine Russian Speech, published by the 
Academy of Sciences’ Russian Language 
Institute—is bound to fuel the fiery dis- 
pute now raging in the Soviet Union 
about the Russian language. 

Like English, Russian is something of a 
mongrel tongue, borrowing words as it 
needs them from whichever European na- 
tion happened to be most influential at 
the time. Thus koshmar and peizazh 
(nightmare and landscape, eighteenth- 
century French borrowings), or shakhta (a 
coal mine, a nineteenth-century German 
borrowing). Now that the country has 
opened up to the West, the latest borrow- 
ings are from English. The menedzher has 
his kompyuter and the nou-khau to use it; 
the  pleasure-seeker has his seks, 
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Opera 


The axing of Kent 


HE British like opera; indeed, they like 

it so well that attendances have gone up 
by more than 1096 since 1982, in spite of 
average ticket prices that have outstripped 
the retail price index by 3496. For one com- 
pany, however, the drastic increase in ticket 
prices has brought disaster. Kent Opera, a 
touring company that played small-to-me- 
dium sized venues in the south of England, 
lost its grant from the Arts Council in the 
week before Christmas. The grant, worth 
£750,000 ($1.2m), made up slightly more 
than half of Kent's income. The company 
immediately went into liquidation. 

The axing was a messy affair. The deci- 
sion was made, in principle, at a meeting of 
the Arts Council in late November. Shortly 
afterwards it was passed to a meeting of the 
council's advisory music panel at which only 
five of the panel's 12 members were present. 
None of the five had been warned that 
Kent's grant, which was not on the agenda, 
would be discussed. No background papers 
were presented. Nevertheless the panel 
voted unanimously for the grant to be with- 
drawn. The council announced the decision 
the next day, bringing down a storm. One 
panel member resigned, and Sir Michael 
Tippet wrote an article for the Guardian en- 











narkomaniya and khit parad (sex, drugs 
and rock 'n' roll). 

Russian scholars are no different from 
French ones in disliking such words. In 
July an article appeared in Literaturnaya 
Rossiya demanding that the Supreme So- 
viet, the country's parliament, should 
draw up laws to defend the language. 
Many scholars, like Mr Solzhenitsyn, ob- 
ject to Englussky largely on philological 
grounds; they simply want to use Russian 
words wherever possible. But others ob- 
ject to the concepts too. 

Nowhere is this aspect of the argument 
keener than over the most anglicised part 
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BOOKS AND ARTS 


titled “The Betrayal of Opera". 

Kent Opera had once been a star per- 
former, maintaining an excellent orchestra 
and attracting such first-rate producers as 
Nicholas Hytner and Jonathan Miller. It was 
widely credited with laying the groundwork 
on which other regional opera companies 
could build. By 1987 it was raising 15% of its 
income from sponsorship, against an aver- 
age for opera companies of 8%, and playing 
to 80% houses. But it was also running at a 
deficit of £300,000 ($471,000), high for its 
income even by opera standards. 

The Arts Council responded, in 1987, 
by threatening the company with closure. It 
then pursued a more complex policy of mak- 
ing misleading promises, freezing its grant 
and forcing Kent to raise its prices—by 
12.7% in 1987-88 and 30% in 1988-89. Au- 
diences, who could see a top London musi- 
cal for the same money, simply stayed away. 
Sponsorship dried up. The deficit persisted. 

Kent Opera might still have survived 
but for two things. First, it was encouraged 
by the Arts Council touring department to 
ask for a large increase in its main grant plus 
a large incentive funding award, and led to 
believe that this was its only hope. Second, 
the new management installed last July to 
take over from Norman Platt, whose pro- 
ductions had got dull, was given all of five 
months to prove itself. As the Arts Council 
itself admitted, that was hardly long enough. 
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of the language, the new political vocabu- 
lary. This has been almost completely 
usurped by words like plyuralizm, 
alternativa and demokratisatsiya. De- 
pressingly, there are no Slav words for 
such concepts. Reformers, however, have 
borrowed away with glee, and none more 
so than Mikhail Gorbachev himself, who 
has added his own extraordinary neolo- 
gisms—ekstrapolirovat (to extrapolate) 
and torpedirovat (to torpedo something). 
Russian patriots  fulminate against 
plyuralizm. To them, defence of the lan- 
guage has become "defence" against de- 
mocracy. 
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UNIVERSITY OF 
WARWICK 


The MBA is the professi onal management 
|. qualification for those who want to get ahead in 
|. today’s competitive employment market. 


< With distance learning you have the flexibility to 
study when you choose, applying what you learn 
immediately in your own organisation — be it small 
|]. orla rge, public or private sector. 


. I's notaneasy option, 
‘isa Master's degree from one of Europe's leading 
Business Schools. You expect high standards ‘and 
so do we: a good honours degree [or equivalent 
professional qualification} together with relevant 

experience and enthusiasm, commitment and. 

determination — qualities which are as important 

 forsuccess on the Wan HMB, as heya are for ` 
effective managers. . rd 


Take the first step, and cal: or write to us dn for. 
furth at nformation. 











To: Distance Learnir ig NV 
'ersit ' vick, Coventry CVA 7AL 
: Telex: 31 7472 UNIREG 


butthenthe Warwick MBA - 


Se ae ne ee dc a cd der cd du ddr acr ee a, 


Please send mea Distance Learning MBA information pack 
ng MBA Office, Warwick Business School 





Spend a year 
in Holland and 
earn an MBA 


À unique international one year MBA 
programme starting every September 
in either of the following three specializations: 





* industrial policy and 
strategic management 


. * accounting and finance 


* management information 
systems 


Write or telex for more information to: 


Director, 
_ the Netherlands international 
— institute for Management (RVB) 
l  Endepolsdomein 150, P.O.Box 1203 
3201 BE Maastricht 
elephone 043 - 618318 
onii 043 - 618330, Telex 56729 











Ms. Rebecca Lo 

RVB Singapore Liaison Office 

lE c/o Tanglin P.O.Box 160, Singapore 9124 
Telephone (65) 250816, Telefax (65) 2530448 
Telex 55002 Tecnet - RS 





ECO! N (OMICS AT BIRKBECK 


à inuing training for the busy 
= economist 








Te. Executi ve Programmes for 1 990 
|^ Portfolio Management 
- Three Tuesday evenings beginning 23 January 1990 


" ~ Introduction to Applied Econometrics 
L Nine. Wednesday evenings beginning 24 January 1990 


Mortgage Finance: Recent developments and future 


prospects 
Three Wednesday evenings beginning 24 January 1990 


. Monetary Policy in the 1990s 


Four Thursday evenings beginning 25 January 1990 
Options Markets: Theory, evidence and. business 


applications 


Three Tuesday evenings beginning. 1 February 1990 


Dealing with the International. Debt Crisis 
One day, Wednesday 2 May 4990 


: Choosing a Software Package for Data Analysis 


Three Monday evenings: May 14, 21 and June 4 1990 
For further eei telephone 01-631 6495 or write to: 









WARWICK 


BUSINESS SCHOOL 





partment “Birkbeck College, 
7 Gresse Sireet, 3 London WIP APA. x: 
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— | MBA & GMAT 
“Taking =m - E ADVICE CENTRE 


| For choosing an MBA course we supply 
We CAN hel P 4 rankings. & guide books. To help with 


Write to: mE [d GMAT we sell the Official Guide, practice 


Graduate Tutorials GTA Associates papers and a course on Feb 17th. 
t 2 $ à 
E For immediate attention contac! 


PasTest UK. Tel: 6565-55226 
Fax. 0565-50264 


-— The: most renowned school for. rench — 


INSTITUT DE FR/ INCAIS 
Overlooking the Riviera 's most beautiful bay 


MAKES LEARNING FRENCH 
A WONDERFUL AND UNIQUE EXPERIENCE 


For adults. 8. 30am-5pm. 8 levels: Beginner | to Advanced Il 
LODGING IN PRIVATE APTS. AND : MEALS INCLUDED. 


Next 2-, 3- or 4-weeks immersion course starts 5 February - 5 March 1990 and all year. 
i te a cn e 


| INSTITUT DE FRANCAIS — EA6 - 
23 Av. Gén-Lecerc, 06 VILLEFANCHE/MER. T. 93 01 88 44, T 970.989F. 














“The TWO essential courses for 
Private Bankers & Investment 






e e?! 
Advisers: | 
"World Investment "Investment Markets Briefing" 
Markets for A 3- day course for private 
Private Bankers" ‘investors or those working 





1990 venues: Dubai, Hong with investment managers, 
Kong. London and Cayman but wanting more detailed 
Islands. All courses 2 weeks, knowledge. 1990 venues: 

except Hong Kong 1 week. Dubai, Hong Kong, London. 







Paar Pou details from: Investment Education Plc, Regency Court, 12-661 Deansgate, - 
Manchester M3 2EN, U.K. Tel: (ojora: s33 9650. Fax: {0}81832 as, eii aa $286. Telex: 805474 







UMIST 

| DEPARTMENT OF CIVIL AND STRUCTURAL ENGINEERING 
UNIVERSITY OF MANCHESTER — 

INSTITUTE FOR DEVELOPMENT POLICY AND MANAGEMENT 


MSC 
MANAGEMENT AND IMPLEMENTATION - 
OF DEVELOPMENT PROJECTS - 


One year course commencing October (annually) 


This course icf stüdy provides a sound interdisciplinary education in the. process of administering and 
managing capital investment projects in developing countries. The programme. has been designed for 
administrators; engine Lather dau concerned with she: ementation and operation 
sim such projects. ` : * 


















. Coreareas .— | 
Organisational taia 

organisational design; finance arid manpower. - 
rocess and Techniques 


Es Theories ot decision Ed theif relevance. to Beet ee and management, risk and 


C. imceguiney. 





zu Design for inasok 1 and it 
An in dn sad of the ways in which co ad asque and funding: issues discas the 
x- kim E of projects. 





= Project Impleme tation 
p Programming estimating and planning: contract Strategie ioject. monitoring. 


Research Methodology 


Simulation: statistical methods, fundamental issues in research in the physical and social sciences. 


Specialisations available 











(are available from the Postgraduate Admissions Tutor, 
and Implementation of Development Projects, Department of 
Jh C Bak Bs; Manchester M60 LOD, UK. 


precinct in Western Europe, located in the heart 
resources include a network of largë memory micro computers 















STUDY "- 
HOTEL MANAGEMENT 
in Switzerland, France or England 

x Certificatei in Language & Hotel Reception 


Po 


* Undergraduate and Graduate studies: 1 
Hotel Management. and To urism n 


The School of Hotel Man ement of Schiller. x 
international University offers study programs ` 
from Certificate to Master's degree. Students. 
follow the American educational system and have 
the unique possibility of spreading their studies - 
over 5 of Schiller's centers in Europe with English — 
as the language of instruction. Training at 
Schiller's hotels in Germany and Switzerland, and. 
intensive instruction in business management . 
repare studertts for a rewarding career in the | 
hotel and tourism industries. Transfer credits- 
awarded for relevant studies already completed. 
Entry January or September, Summer courses. 


SCHILLER INTERNATIONAL UNIVERSI Y 
Dept EIH Hote kurepe, Dept EIH 























































PO Box 272. | | Chateau Pourtales 
‘CH6390 Engelberg ^ ^ | 16! rue Melanie, 
Switzerland. > . 67000 Strasbourg 







Telex: 866461 EUCHO cH] Telex: 870 327 SIU 
Tel: (041) 942635. L Tel 88 31 0107 






Fax 041942255 | Fax: 88 31 0814 
tm | Accredited member AICS Washington, í OC, USA) 




















= SIU 1964-1989 25 years of international education 






Advanc ad LS in intematioral 
Economic Policy Research 


Augusto fo) May 31, 1993 


Outline: . : 
@ compact, up-to-date ; mformation on the "nost important areas of. 
international economic relations through concentrated courses given 
by internationally renowned university professors and through semi- = 
nars given by leading representatives of internation organisations, 
domestic policy institutions and international €orporatioi SI 
6 profound training of skills pertinent. to international. econo! 
analysis, methods of empirical research, sophisticated information 
gathering, the evaluation of economic ‘policies and: ‘international 
business strategies; ^ —— 
@ designed for. economists. holding: a university. degree Who. are. 
interested in a career in international business, governmental and 
intergovernmental organisations, academic institutions etc. 





Courses: 
Macroeconomics in Open Economies 
Charles Wyplosz (INSEAD) 
The international Monetary System 
Jeffrey Frankel (Berkeley) 
international Financial Markets 
Richard Levich (New York) and ingo Walter (New York) 
international Trade: Theory and Policy 
Eihanan Helpman (Tel Aviv) 
Trade and Development Strategies for LDCs 
James Riedel (Washington) . 
European Economic integration 
Michael Emerson (Brussels) and Niels Thygesen [uopentdgen). 
Methods of Applied Economic Analysis . 
x Gerd Hansen (Kiel) 
Political Economics in Open Economies 
‘Stephen Magee (Texas) 
intérnational Corporate Finance | 
Gunter Dufey (Michigan) 
“For detailed information write to: 


Institute of World Economics - Advanced Studies... 
Düsternbrooker Weg 120 - D-2300 Kiel 1- etiidi 













APPOI NI MENTS _ 






Consulting an. "With. 25 stati "and offices 
in Denmark and Thailand seeks applications 
from individuals available to undertake short 
| and long term assignments in Africa and Asia in 
| the fields of: 

Education Financing and Costing 

Education Planning and Administration 

Manpower Planning 

Manpower Development 

Curriculum and Communication 

Teacher Training 
| Previous experience from international assign- 
| ments a prerequisite. | 
Please forward detailed curriculum vitae in Eng- 






= dish or French to: 


ps DanEduc coneuning 
qo ORRON Training and Manpower Planners 
PO Box 238 
. Vinkelvej 3 
DK-4000 Roskilde 
- Denmark 
n Fax No: + 4546321219 | | 
Attn: Jannick B. Pedersen, Managing Director. 


PAPUA NEW GUINEA - 
COFFEE INDUSTRY BOARD 


AGRICU LTU RAL 
ECONOMIST 


The PNG Coffee Industry Board, which is responsible 
for the control and regulation of the coffee industry, 





wishes to appoint an agricultural economist. Respon- - 


siblities will indude advising the Board on policy 
matters, surveys of all sectors of the industry, collabo- 
ration with related bodies in government and the 
private sector, supervision and training of junior staff 
in me Economics and Hea Section. 





i eave ‘on : nki = medic 
tion possible. 


Please send a CV with the names of three referees to: 

The Executive Officer, PNG Coffee Industry Board, PO 
Box 137, Goroka, EHP, Papua New Guinea. Fax (675) 
721431. Or to M. Wheeler, PNG Coffee. Industry Board, 

St Lawrence, Kingsway, Hullbridge, Essex SS5 6DR, 
England. Fax 0702 232373. Closing date 31 January 
inte nded to fill this potion by early April. 
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PA 


à fy. University of Bath 


LE, 


| DEV JELOPMENT DIRECTOR 


‘This is a key appointment within the University as the successful candidate will be 


responsible for implementing policies emerging from the Fund Raising Strategy. 
The position requires high quality interpersonal and motivational skills together 
with a determination to focus upon and achieve identified objectives. 

Candidates with proven track records, particularly in fundraising, are welcomed. 
The appointment is offered for three years initially. The salary will be in the 
region of £25,000. . 


Further particulars are obtainable from Peter Hill, the University Personnel 











311. 






| University ot Bath 





EARN A DEGREE: Use your | ou peal 

credit toward your p Classes, Semi- —. 

nars of igni at a. Studies build 
Seit-pa Send 


j r experience. ced. 
f qie For No Cost Evaluation 











Afrikaans 
Amharic 
Arabiz 
Bulgarian. 
Chinese 
Cambodian Russian 
: Serbo 


Korean 
Norwegian 
Persian 
Polish 


YOURSELF 
ONE OF 

“u g 
LANGUAGES ss 
IN ONLY 


Croatian 


Swahili 
Swedish 
Tagalog 
Tha: 
Tswana 
Turkish 


Greek 
Haitian: 
| Creole 
Hausa 
Hebrew Twi 
Hine Urdu 
Hungarian Vietnamese 
Indonesian Yiddish 

MN italian Yoruba 

Mi japanese Zulu 


NER RINGUS 
hhl OR WRITE FOR 
FREE 
CATALOGUE 


§ 01-937 1647 | 





Portuguese | 


Spanish | .- 


TEF 





Officer, Bath BA2 TAY. Telephone 0225 826026, quoting reference number 8% 


Closing date for applications: 31 Peer 


Claverton Down - Bath BA 








- HOME STUDY COURSE in economic 

A 10-lesson study that will throw lig 

. 9n today's baffling problems. Tuitic 

 Ífree—small charge for materials. Wri 

Henry George institute, 121 E 30 
Street, New York, NY 10016, USA. 
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LEARN S LE FRENCH BY 
TOTAL NATURAL IMMERS ^ 


with French participants f.. . 
— intensive days in the DORDOGNI 
a Chateau LA VALOUZE 
J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 
Tel: 53 91 44 28 
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residency required, 
are recognized for their achievements in business and 


Ra UNIVERSITY DEGREE 


For Life, Academic & Work Exper 





Dares to propia wha wani Pe mae eae a 











As you know industry. We will assist you in completing your degree requirements 
expesence is stil the without ormai classes oF seminars at your own pace and me 
Raten .. Send detailed résumé on work ie and academic experience for a no 
© gost evaluation. 
PACIFIC WES STERN UNIVERSITY 
one: pri as Telex: Be eax S ow 








RETAIL 


Templeton Co ege teaches — and 
rses in Management Studies at 
xford and specialises in the 

f of executives in small groups, 

- particularly for very senior positions. 










The College invites applications for a 


FELLOWSHIP IN 
RETAIL MARKETING 


The College wishes to increase its Fellowship in 
the retail marketing area due to further growth in 
... both university and executive teaching. _ 
n Experience. in the design, marketing and direction 
— of executive poene would be a particular 
advantage. 






Fellows are members of the University's Faculty of 
Social Studies. Further particulars with details of 
the remuneration package may be obtained from 
the President's Secretary. (0865) 735422 


AN. Templeton College _ 
ww Oxford OX! SNY 









Ref: A620 


ralLondon to£19,500 














7 | jor force in the world energy / market, we are 
gue committed loi our stake.in this volatile and challenging 
.. field through str cquisitions and growth. 

^. Promotion crea nusual opportunity to join a small, 


highly professional energy policy team providing advice to senior 
managers across our three key business areas — UK gas, 
~~ exploration and production, and new business development. 
in this demanding role where rapid response is often crucial, 
. you'll be analysing and forecasting oth UK and international 

energy trends, which will involve accurate data manipulation. 

In addition to a good honours degree in economics or any 
other relevant discipline, you should be numerate, able to 













communicate confidently, and work effectively to tight timescales. 
























MANAGING. EDITOR, EUROPE: ( A 
| position in Europe must have a strong background in nc 
_ management. We are looking for a leader who c 

^ combine a global vision of financial market news with a 
and regional coverage. The successful. candidate will 
develop and administer a multi-million-dollar budget: 
team of over 50 news professionals : in London and on. the: 1e 
This London-based position offers an exciting opportunity for the righ 
man or woman to- TER shape the future af. our growing new 
organisation. 


SENIOR EDITORS: Three top-flight news editor ae needed i 
| a KREN’ S kneb Ge news. FACE nda 



























to Teach DUREE oci i 24-hour de ‘Candidates. should hav 
experience in editing or reporting financial news and in supervising : 
news staff. 


. REPORTERS: A number of reporting positions are available. in 
London, Continental Europe, New York and Tokyo. These positions 

require the ability to write quickly and clearly about financial and fo 
commodity markets, and the news that affects them. Fluency in 
languages such as French, German, Italian and Japanese are required 
for some of the positions: 


KREN is a part of Knight-Ridder, Inc., one of the world's largest news 
organisations, employing 22,000 people i in various divisions. 


| Applications. should be sent to: Director. of P | onnel, "Knight Rider l 































Salary, in a range £16, 000 to £19, 500, i is on by first- 
class benefits including profit sharing and sharesave schemes, J 
pension, generous holidays, superb career development prospects oe 
and relocation assistance if appropriate. — TE 

Please write with full cv, quoting reference: - l xs 
ECP/01203/130/E, to Miles Cunningham, Recruitment Administration, i 
British Gas plc, 59 Bryanston Street, London W1A 2AZ. 
Closing date for receipt of applications 22 January 1990. 


An equal opportunity employer 


British 

















































UNIVERSITY OF OXFORD 


Queen Elizabeth House 


DIRECTOR OF THE FOREIGN 
. SERVICE PROGRAMME 


H ' Appicalioris are invited for the post of Director to the En d 
IB Service: Programme, a course of academic study desi : 
: ly to meet the needs of serving diplomats, mostly. from 
the Third World, in the early years of their careers. 
itis hoped that the appointment, decide Mage 1 September 1990, | 
will be made for up to three f perda in the first instance, with the 
possibility of renewal for two further years, with stipend based on 
the university lecturer scale. Either a part-time (not less than 
] half-time) ora full-time appointment will be considered. 


D Ten copies of a 














3 ppi ssia cations (one from overseas candidates), 
| naming three n eferees. , Should be received. not later than 





| for Queer “Elizabeth House, University Offices, Wellington 
ab se” Oxford, from whom further particulars may be 


The fena on which energy is avai ible area major TNN N | 
of industry's competitive performance. Electricity privatisation, 
the prospect of coal privatisation, environmental influences, and 
the development of an EC Internal Energy Market mean that 
energy policy is a top priority for the CBI. 


‘|. We are presently looking to appoint an energy specialist to be — 
^^ responsible for leading our work on energy policy issues. This 
will involve examining the impact of domestic and European 
policy changes on UK business and putting CBI member 
companies’ views to Government, the European Community's 
instifutions and others. The principal concerns are likely to be 
the cost and availability of energy supplies to business, 
privatisation, environmental i issues and energy conservation. 


Candidates should have c good degree (Economics or energy- 
^| related preferred) and will have several years’ experience in the 
.. energy field. An ability to communicate well is essential as he/ 
she will be in day.4o day contact with senior industrialists and 

Government officials, coupled with administration skills. 


. The post would suit a person of suitable maturity in their late 20s 
or early 30s: Applications will also be welcome from older 
persons currently employed in an energy supply industry 

seekin a lote; second. career. 





P ; "lease font: codes ing FOR M cv Fond Sating present 
salary, to Personnel Department, Confederation of British 
Centre Point, 103 New Oxford Street, London 


PEMBROKE COLLEGE, OXFORD 


DEVELOPMENT 
OFFICER 


The College has a major development programme which involves 
raising substantial sums to endow Fellowships and improve the 
buildings. For the right person, this is an opportunity to deploy 
professional and personal skills in a stimulating environment. A 
two-year engagement to achieve the main target might be 
followed by a continuing appointment. 


Salary by negotiation. Office in College. and access to Senior 
Common Room facilities. 

Write with full CV and the names of two referees to The 
Bursar, Pembroke College, Oxford OX1 1DW; who will 
provide further particulars of the post. 





The Royal Institute of 
International Affairs 


Chatham House 


The Energy and Environmental Programme seeks a Research 
Fellow as principal author/editor for a book on: Environmental 
Issues in International Relations: the next 25 years. The appoint- 
ment is for one year initially. — 

Applicants will need to be able to demonstrate both familiar- 
ity with, and analytical skills in respect of, the political, 
economic and strategic aspects of environment, combined 
with a record of publications in this area. 


- Salary negotiable in the range 15-20K. 


Further information please telephone 01-930 2233, ext 241, or 
write to the Personnel Department at 10, St James's Square, 
London SW1Y 4LE. Closing date for applications enclosing full 
CV and publications details: 9 February 1990. 


F HE UNIVER IT 





TOKAI BANK CHAIR IN 
INTERNATIONAL 
FINANCE 


Applications are invited for this Chair, newly 
endowed by the Tokai Bank. The post is established in the 
University of Birmingham Puente School and will attract 
a competitive salary. 2d 

The responsibilities of the ap} ointment will include 
contributing to the recently introduced MBA in 
International Finance. Applications from candidates keen 
to participate in research projects on the Pacific Basin 
would be particularly welcome. 

Further details are available from the Director of 
Staffing Services, The University of Birmingham, 
Edgbaston, Birmingham B15 2TT (telephone 021-414 3841). 

The noni s date is 16th umida 1990. — 


































niversity of London | 
^e London School of Economics | 

1d Politicai Science — PD E m 
=CTURESHIPS IN ECONOM A 
pplications are invited for 
- in- "October 1990. € 






hile the other may. ;be filled on ‘ether a 
gular ora temporary basis. 


ppointment will be at appropriate 
jin ix iri Grade A or Grade B peel 








art ioni salary consideration will be 
ven. to qualifications, age and 
Kperience. 


peg forms. and- turther ae 








bf. Economics. 


oug 
losing date for applications: 2 Febru- 
'y 1990. 


n equal opportunities employer. 





he Flinders University of 
outh Australia 


chool of Social Sciences 

=CTURERS IN ECONOMICS 
POSITIONS) 

EF No. 89229 

vailable from early 1990 initially for 
ree years with possibility of up to two 
tther years’ extension. Teaching and 


search- interests in any branch ofo 


eoretical or applied economics con- 
dered: applicants able to teach at 


mours or graduate level in macroeco- 


mics, econometrics, labour econom- 
3, public sector economics or any 
"cof the economics of the Pacific 
g icome. Demonstrated research 
pacity or evidence of research poten- 
i oe mer. information from 











Bono e experience and the names and — 
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es n Australia, hpne 


ark, Adelaide, SA 5042, Australia, by 






— the right not to 
ake an appointment, or to appoint by 
(tation, ! 


WAL . |. EMPLOYMENT. OPPOR- 
PRX IS UNIVERSITY POLICY 





with a special focus on biotechnology. In the context of the ILO's World Employme 


are don WC2A 2AE. | 


. participate in the ILO's World Employment Programme research on the following - 
| topics: (a) the employment effects of environmental policies and programmes, (b) 
| environmentally-sound technologies and their impact on. sustainable develop- 


‘technologies, (d) environmental! effects of new technologies and (e) methodolo- | 
. gies for integrating environmental concerns into national macroeconomic and 


.An excellent knowledge of English i is ; required. A good knowledge of French would ; 





The International Labour Office, Geneva, is- looking Op a ‘social 1 scientist: with 
socioeconomic research experience evidenced by publications. on new tech 


Programme, the incumbent will undertake research primarily on (a) the assessmer 
the impact of advanced biotechnologies on employment, productivity, income distrib 
tion and the international division of labour; (b) innovative methodologies for ex-ante 
analysis of the socioeconomic impact of new biotechnologies and (c) the links between | 
modern and conventional agricultural technologies, POPE and the environment 
to facilitate macroeconomic policy making. "os | 


An excellent knowledge of English is required. Knowiedge of French. or Spanish would 
bean advantage. | | T R 


Conditions are attractive; excellent salary. and allowances, 30 warkitg days’ annual 5 
leave, home leave, pension and health insurance. e 


Other things being equal, preference will be given to cahdidatés from countries which | 
are inadequately represented on the staff of the Office. 


Applications with full curriculum. vitae and details of publications, quoting reference 


 RESEARCH/EMPTEC, should be sent to Chief, P/DEV, International tabo ur Office, 4 | 


route des. Miorillons, 1211 Geneva 22, before 17 February ossi 


The International Labour Office, | Geneva: is isoking fora an economist with a PhD 


degree evidenced by publications on environmental | issues. The incumbent will 





ment and employment, and trade-offs between these, (c) the diffusion of such 


employment policies. 


bean advantage. 

Salary and other « conditions of employment are internationally competitive. d 
Other things being equal, preference will be given to candidates from countries | 
which are inadequately represented on the staff of the Office. 


Applications with full curriculum. vitae and details of. publications, quoting 
reference ENVIRONMENT/EMPTEC, should be sent to Chief, P/DEV, intemational 
Labour Office, 4 route > des Morillons, 121 1 Geneva 22, o " (akanaka A 1990. 








University of Warwick 
Warwick Business School 
LECTURESHIPS IN INDUSTRIAL 
RELATIONS AND ORGANISATIONAL 
BEHAVIOUR 

The School invites applications for a 
Lecturer Range A post and a Lecturer 
Range B post within the industrial Rela- 
tions and Organisational Behaviour 
Group. 


Candidates for the Lecturer A posi 


should have completed, or be about to 
complete, postgraduate work in the 
general area of human resource man- 
agementindustrial relations and be 
willing to teach this material to under- 
graduate and postgraduate classes. 


with a strong academic background 
and commitment to research in the field 
of organisational behaviour. A. willing- 
ness to teach postgraduate courses on 
the management of change is an es- 
sential requirement. 


Informal enquiries may be made to 
Professor Gibson Burrell or Linda Dick- 
ens. Telephone (0203) 523319. 


Salary on the scale Lecturer A 


'£10,459-£15,372. pa. and Lecturer B 


£16,014-£20,469 pa. 


Application forms and further particu- 
lars may be obtained from the Person- 
nel Office, University of Warwick, Cov- 





89. Closing date 1 February 1990. 


Monash University 
Australia 


Department of Econometrics 
FIXED-TERM (3 YEAR) LECTURER 
IN ECONOMETRICS 

Suitably qualified persons with teach- 
ing interests in any area of economet- 
rics, business statistics or manage- 


ment. science encouraged to apply. 


ent seeks an appointee who 
has demonstrated research abilities 





. entry CV4 7AL: Quote reference 19/4 7... 





and who is capable of teaching at ai 
level, to commence some time in 199 
An interest in financial econometric 
business statistics or management s 
ence would be an advantage. . Sala 
A$32,197-A$41,841 pa. Enquiries. 
Professor M, L. King, telephone (61 
565 2449. Applications including R 
No. 89A72, curriculum vitae and thri 
referees to the Registrar, Monash Ui 
versity, Clayton, Victoria 3168, Austr 
lia by 23 March 1990. 


An Equal Opportunity is 










































So dala acil abd Au co Uo 


EAST EUROPEAN 
ECONOMIST 


A leading international economic consultancy firm, with offices - 
throughout Europe and North America, is seeking an East 
European Economist to join our London-based team of economists — | 
responsible for producing integrated macroeconomic forecasts for 
the Soviet Union and Eastern Europe. 


The successful candidate must have a good degree in economics, 
experience in monitoring and forecasting East European econo- 
mies, at least one East European language, and have experience in 
using appropriate software products. Good written and oral 
communication skills are essential. Previous commercial experi- 
ence is not essential, and candidates with | a public. sector or 
adademic background are welcome. 


A competitive salary and benefits will be paid in line with other 
leading consultancy firms. Please apply with CV to: 

Box No 3680, The Economist Newspaper Ltd, 25 St James's Street, 
Eon SWIA 1HG. 





SObHGDERISME 
City Polytechnic 
"n Hong Kong 


| ex TEACHING POSITIONS IN A RAPID 
EXPANDING INSTITUTION IN HONG KO 


Department: Economics and Finance | 
Posts: Principal Lecturer/Senior Lecturer/Lecturer 
Subject Areas: Financial/Monetary/Industrial and Business Economics 


Requirements for Appointment: A good honours degree and a higher 
degree, preferably: a PhD for senior appointments. Relevant profes- 
sional © SEM 2 jung teaching and research/industrial 
experience, | 


Salary scales per month: Aécturer HK$13, 870- HK$24, 150; Senior Lec- 

turer HK$25,265-HK$32,740; Principal Lecturer HK$29,945-HK$37,170. 

(£1 = HK$12.23 approx.) 

Terms and Conditions: Option for appointment on gratuity-bearing 

terms (25 per cent on basic salary) for two years or on superannuable 

|] terms with provision for retirement benefits. Excellent fringe benefits 
. indude medical fee dental schemes and long leave. Passages and 

















in nfor jrmiation and application forms are 
1), Association of Commonwealth 
i In- WC1H OPF. UK. Completed 
s possible to the General Secretary, 
'O Box 98441, Tsim Sha Tsui Post - 
ond copy should be lodged with 








The Faculty of Economics of the University of . 
Limburg in Maastricht, the Netherlands, has a 
position available for an 


associate professor 
of management accounting 


Applicants should have made a number of 
high quality contributions to leading journals 
and completed their doctoral dissertation. In 
addition, they should have proven manage- 
ment qualities in an academic or business or- 
ganisation. Appointees should attain fluency in 
Dutch. The Faculty will provide for appropriate 
language Courses. 


in the curriculum special emphasis is being gi- 
ven to the links between the various disciplines 
within business administration (accounting, 
finance organisation theory and marketing) as 
well as the links with economics. Applicants 
should be willing to further develop these links. 
The research program in the area of manage- 
ment accounting focuses on contracting cost 
explanations of management accounting prac- 
tises. Strong emphasis is put on empirical 
research. 


The academic ranks in the Netherlands are 
built up as follows: research assistant, assis- 
tant professor, associate professor, full profes- 
sor. Associate professors are expected to con- 
tribute to education, research and 
administration with a great deal of indepen- 
dence. A tenure decision for this position is 
made after 2 years. Gross salaries are in the 
range of Dfi. 6.271,- to Dfi. 8.319,— per month, 
dependent upon education and experience. 


vacancy number: EC 9114 


Further information can be obtained from 
prof.dr. J.H.R. van de Poel, tel. (43)-888433- 


. (office) or (43)-213399 (home). 


Written applications are to be submitted within 
three weeks after the publication of this 
announcement to Rijksuniversiteit Limburg, 
Personnel department, P.O. Box 616, 


| 6200 MD Maastricht, the Netherlands. Please 


mention the vacancy number on the envelope 
and the letter. 


i =  Rijksuniversiteit Limburg | 





Pe. 1 





University of Botswana © 


CHIEF TECHNICAL ADVISER) dy 
PROFESSOR, PUBLIC | 
ADMINISTRATION 
(Vacancy No SS/PAS/UNDP /89) k 
The Chief Technical Advise hok 
the rank of Professor. P 








tration in the Depe rtment o 

versity of Botswana and will, as a full 
member of the University, be subject to 
the standard duties and responsibility 
of academic staff. 


The specific duties of the CTA will be, 
under the direction of the Head of 
Department, to undertake all prepara- 
tory planning, administrative and relat- 
ed work concerning the introduction of 
the Masters degree in Public Adminis- 
tration (MPA); and to take responsibility 
for the teaching of courses i in the MPA. 


PT “ants should have a PhD or equiv- 
:Public Administration or sub- 
fee i, elating to public sector manage- 
ment, with specialisation in 
development administration or compar- 
atiye public administration; at least ten 
years post-doctoral experience lectur- 
ingin subjects relevant to the project; a 
strong record of research and publica- 














tions including books and/or articles in 
internationally refereed journals; com- 
plete fluency in the English language. 
Additional assets would be experience 
as consultant/adviser to governments 
in a developing country context; famii- 
iarity with sub-Sahara Atrican public 
administration. 


This is a fuily-funded United Nations 


post on Salary Scale PV in the range 
US$80,000-$90,000 per annum. 


Applications quoting the above vacan- . 


cy number, and with names and ad- 
dresses of three academic referees, full 
CVs and certified true copies of educa- 
tional certificates should be sent by 15 
February 1990 to the Senior Assistant 
Registrar (Academic Staffing), Univer- 
sity of Botswana, Private Bag 0022, 
Gaborone, Botswana. Candidates in 
the UK should also send a copy to 
Appointments (37342), Association of 
Commonwealth ^ Universities, — 36 
Gordon Square, London WC1H OPF. 
Applicants should ask their referees to 
submit their references direct to the 
University. 


Please note that applications with in- 
complete information may not be 


a, 





University of the 
West indies 


Mona, Jamaica 


PROFESSOR OF CARIBBEAN 
DEVELOPMENT 


Applications are invited from suitably 
qualified candidates for the post of 
PROFESSOR OF CARIBBEAN DE- 
VELOPMENT with special reference to 
Sustainable Development af the Uni- 
versity of the West indies, Mona 
Campus. This chair was established by 
a recent endowment to the University 
from Alcan Jamaica Ltd. 


The successful applicant will be ex- 
pected to 


(i) initiate a programme of research 
and teaching in the area of Sustainable 
Development in the Caribbean and 
developing country context; : 

(i) develop an outreach programme 
aimed at fostering the incorp tation. of 
Sustainable Development - consider- 
ations into the consciot sness, plans 
and policies of decision makers and the 
wider society in the region; and - 


(ii) establish an International Sustain- 
able Development Centre at the Uni- 
versity aimed at becoming an interna- 
tionally recognised Centre of 











Status, and the names and addresses 


particulars of the post are available 
from the same source or from Appoint- 


whom candidates in the United King- 


applications. In order to expedite the > 
appointment procedure applicants are — 


confidential reports direct to the Univer- 






























Development with particular reference 
to developing countries. 


The holder of the Chair will be expected 
to have an established record of out- 
standing scholarship in a discipline re- - 
lated to Caribbean development or. 
Sustainable Development, or both, and 
the ability to exercise leadership in 
relatively new. multidisciplinary ‘field 
Experience at the regional and/or inter 
national level would be an advantage. 


Salary and conditions of service: To be 
negotiated. i 
Detailed applications (three copies) 


giving full particulars of qualifications 
and experience, date of birth, marital 


of three referees should be sent by : 
January 1990 to the University Regis- 
trar, University of the West Indies, 
Mona, Kingston 7, Jamaica. Further 


ments (37341), Association of Com- 
monwealth Universities, 36 Gordon . 
Square, London. WCtH OPF, UK, 1o 


dom should also send one copy of their 


advised to ask their referees to send 


." gain experience o 





z: Current sala 






UNIVERSITY OF ST ANDREWS 
DEPARTMENT OF ECONOMICS 


LECTURESHIP - 
IN ECONOMICS | 


| Applications are invited for appointment to à ecrire 
in Economics. It is hoped to fill the post by 1 October 1990. 


The salary will be on either the Lecturer Grade A (£10,458 
to £15,372 per annum) or the Lecturer Grade B (£16, 014 to 
£20,469 per annum) scale. 


: Further particulars and. applicitioi forms are available 
....from the Director of Personnel Services, The University, 
—oHege Gate, 
5 applications should be sent to arrive not later than 6 






their London Office. It 


m  DRI/McGraw-Hill is seking an econom ; | 
ast à number of the smaller 


-- requires an experienced economist to for 





; European economies for its international client base. The ideal 
.. candidate will be familiar with. statistical 
“economic institutions. The ability to write 
^, are important as are presentational sk 







sources and European 
y and briefly in English 
s post would suit an 
public or academic sector to 
the commercial environment. 


"economist eg to transfer from the. 
4 _ DRUMcGraw-Hill is the world's leading provider of economic informa- 





tion and analysis. Its European offices are located in London; Brussels, 





Paris, Frankfurt and Milan. Its international client xen is drawn from 


= industry, finance and government. 


: Applicants should send their CVs, which should include à a statement of 
js ; to arrive no later than 19 January 1990. Short-listed 
= applicants wi i be informed by telephone of interview appointments. 


senda DRI sicci 30 Old oe Street, London SW1H 9HP. 


Excellence in the field of Sustainable 





St Andrews, Fife KY16 9AJ to whom 


Please send your CV and details of current salary to Miss Elsie - 
submit one copy only). 





sity without waiting to be contacted. 


CHAIR € O : ECONCG OMICS . 
Applications are nei for the vacant David Dale Chair in 


the Department of Economics. This Chair is one of two 
established Chairs in the Department and the University. 


wishes to make an appointment either within one of the | - 
existing departmental areas of research or within another | 
cognate area. On the filling of the Chair the University . | 
expects to release a Readership which would be considered | 


in relation to the field of the Professorial appointment. _ 


The Department’ $ p cipal research interests currently lie 
in the three broad 2 
 .márkets-and human resources; and economics of the © 


reas of money and finance; labour. 





environment—including safety. Applications would also be E 
welcomed from candidates with research interests in the - 


areas of industrial economics; international economics or © 
experimental economics, In addition to a strong research | 


record the person appointed will be expected to develop = 
and contribute to the teaching of economics. 


The University expects the appointee to be capable of : 
assuming responsibility: for the headship of the Department 
if required to do so in accordance with current arrange- — 
ments for the rotation of headships. | 


Salary will be at an appropriate point on the Professorial : 
salary scale. 


Further particulars may be obtained from Miss J. M. i ; 


Kidd, Deputy Registrar, The University, 6 Kensington | 


Terrace, Newcastle upon Tyne NE1 7RU, with whom | 


applications (15 copies), giving the names of three | 


referees, should be lodged not later than Friday, 26 | 
January 1990. (Applicants from outside the UK may | 


























































PROPERTY PROFESSIONALS | 

Due ip expansion there are opportunities Ter estabe 
lished non-U.K. based agents to market a U.K. (soon. 

| U.S.A. too} real estate agent in their own country for 
substantial commission on ali business generated. 
Warren Manor Estates buys, sells, manages and | 
retutbishes. prima. commercial & residential property 
for high net worth investors, companies, trusts, etc. — 
Offshore tax arrangements made, One-stop compre- 
hensive service to clients. 


Wr kei Parker, Warren Manor Estates, ifa Great 
Ormond Street, London WEIN SRA, | ner 
Teiegbone & tax 1-451 EL («441 881 6769 


CHINA TEXTILE 

Private company dealing yarns, fabric, 
garments. We offer to sell 49 per cent 
of our company to individual or com- 

| pany as managing position to promote 
the sales of China made products. | 
Please contact: United Textile Trade | 
Co. Tel: 21-2753388. Fax: 21-2757244. 
Tix: 30330 Hr CN. Attn: Room Mida 












COMING TS 
LONDON? 

Then why not stay at ENDSLEIGH 

where you can ‘be sure of a frendiy and 


R01 situated and offers selt- | 
< f contained studio res with kitcher and 
^ bathroom faciliti 
Oct -Mar "90 from. *£200 per week 
Apr 'IO-Sept "90 from *£260 per week 
For further details contact 





. This ve includes a separate cha for 
7 Tis price dudes a + VAT rge 




























Own Your Own 
Private 
International Bank 
@ Offshore bank secrecy laws 


permit total secrecy for 
money and assets 


@ invest for quick profits 
through foreign stock 
exchanges | 

| @ Offshore mutual funds offer 

.] high yield : 

. | @ Raise venture capital and 

] borrow money below prime 
rate without losing equity 


.| @ Your offshore financial ac- 
counts earn higher interest 


@ Corporate and income | 

taxes 
| € Complete package $10,000 | 
| Corporate Stratum, inc. 
| Toll Free 


(800) 229-7988 
Suite 201 


Prone: (602) 837-7988 
Fax: PA 837-1885 


- | 16929 East Enterprise Drive, | 


* Founjain Hills, Arizona 85268 | Teu:1.800 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction, poetry. juvenile ‘scholarly and 
religious works, etc. New authors wel- 
comed, Send for free booklet. 


$92, Vantage Press, 516 W, 34th 


New NY 10001 USA 


BANKER OF WIDE 
INTERNATIONAL 
EXPERIENCE 


Currently on contract consultancy to 
Middle Eastern government, willing to 
consider contract assignment in new 
year. Short term projects possible. 


| Write to PO Box 3881, The Economist 


Newspaper Ltd, 25 St James's Street, 
London WIA 1HG. 


uns 
AV ondon 


WITH ALL THE COMFORTS 


r YOUR OWN HOME| 


, New Year, January Sales 
tres, and much more! 
Cost effective aparts, T.V tel. maid l 


service - call or send for details . 
Perfect for business or feisure 
 SERVICED APARTMENTS 
26/27, Collingham Gardens 

IHN TEL: 01-835 1144 
|. Telex bISS 





| 724 8497. 


US REAL ESTATE 


As lawyers and investment 
bankers we advise, evaluate 
and arrange real estate and 


business acquisitions. 


Amerivest New York-Miami. 
Tel 305 935 6254. Telex 
159264508. 


LONDON PLUS LUXURY 
CLOSE TO RYDE PARK AND KENSINGTON GARDENS 


Luxury. accommodation and cordon bleu 





cooking, what more can you ask? For £60 a. | 


night single or £90 double you can enjoy bed/ 
breakfast and a three course lunch or dinner. 
For the business man/woman secretarial as 

sistance too. is available, Brochure either 


| MM or faxed. 


Plumbly, 8 Cleveland Square, 
TUM W? 60H. Tel: 01-724 4812. Fax: 01- 


| international Market Data 


and information: 


| @ Mergers & Acquisitions 


@ LBOs and MBOs 
@ Divestitures 

@ Toeholds 

@ Equity Issuance 

@ Privatisations 

@ Local Stock Indices 
@ Emerging Markets 
@ Market Regulations 


| For more information contact: 


Birinyi Associates, Inc. 
PO Box 9, FDR. Station 


| New York, NY 10150. 





IMMIGRATION—CANADA 


One of Canada's largest investment houses offers bank or first mortgage guaranteed 
investments in the Investor-Immigrant Program. 


We are leaders in the field of Investor-Immigration in Canada. Confidentiality is assured. 
Lévesque Beaubien Geoffrion Inc. 


MEE 
OFFSHORE 
COMPANIES 


| FULL NOMINEE. MANAGEMENT, 


SEAVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 


SEY 
; ISLEOF MAN 


800 2834444 (TOLL FREE iF 
PHONING USA). 


TEL: 0800 269900 (TOLL FREE) 
Iren Sa TELEX 008480 
LLL FAX 0624 815548 





| CA) Mr Louis-Lehlanc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 459. 
Telephone. deed 9-5576 


Fax 514/879-1015 


- CUTTHECOSTOF - 
YOUR STAY IN LONDON 


| Take a furnished self-contained service apartment in 


apa 
Knightsbridge, near Marrods. Fully equipped kitchen- 
dinette, bathroom, phone, colour TV, central 
elevator. suit t- -2 persons, Braces by sical 
ica : 


45 Ennismore G NDO 
Tel: 01-584 4123. Telex: 298441 e KSF} 
Free Toit: 800 525 2811 (USA only) 

Mastercard Access D 


[- HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


A SECOND 


PASSPORT OFFERS 
. MORE FREEDOM, GREATER SECURI- 
TY, INVESTMENT OPPORTUNITIES 
_ AND CAN HELP TO SAVE TAXES 


The exclusive PASSPORT REPORT is 
the most up-to-date gue on obtaini 


Poo (U US$100) + del 
from. 


Selig o aen 
Books Lid 











. Airmail £12 |- [d 


r detalls 
; Box No 118, 82. 
Murray Road, Homdean, Hants nia POG 9) BR... 





PROMPT BUDGETS/CASH FLOWS. 
FCA/FCMA service via fax 0823- 
433874 (24hr tel 432420). 





2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





QUALITY SHIRTS individually made to 
measure. 300 fabric samples and bro- 
chure. Seymour Shirts, Freepost Dept 
29, Bradford BD1 1BR. Tel: 0274 
120940, 





START an imporvExpor Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





‘OVERSEAS POSITIONS. mE 


top-paying positions. All occupi 

Free details. Overseas Emplc 
Services, Dept EC, PO Box 460, SS 
of Mt Royal, Quebec, Canada H3P 
307. 


US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration law. 


Judith B. Sporn, A yrs Law 
125 Main St, Westport, C 


Tel: (203)226-1223. Fax: (203)454-7890 


LONDON 


South Kensington 


Luxury fully furnished one and. two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX | 
01-225 0280. TELEX 893095, 


| LUXURY SERVICE APARTMENTS 


CENTRAL LONDON 
Well sited for theatres, business and late r 


shopping. individually furnished studio au 
one bedroom apartments for rental from £220 


1 to £550 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Stoane Avenue, London SW3 3AX - 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


HANDWRITING ANALYSIS 


Suspect Documents: Examiner of | 
Forged/Anonymous writing. 
Also 
Personnel/Character Assessment. 
P. Lavell 
9 Village Close 
: London NW3 SAH 
: ter 01 ae 6060. 


"Bren Hedge 


| Sarah Hodge Recruitment ra tants 
Need a Top Secretary? 
Call(01)434-0030 


4215217 Oxford St London WIR 1AH 






THE ECONOMIST JANUA 


ECONOMIC AND FINANCIAL INDICATORS 1 


) A i i i i 
OUTPUT, DEMAND AND JOBS Consumers continue to tighten their belts: the 12-month growth in 
America's retail sales slowed to 0.7% in November; Canada's fell by 1.1% and Switzerland's by 
2.8% in the year to October. Japan’s industrial production grew by 0.7% in November, but its 12- 
month rate of growth slowed to 3.3%. In the same month Japanese unemployment fell to 2.2% of 
its labour force—down from 2.4% last year. In the 12 months to October French industrial output 
increased by 5.2%; Spain’s grew by 6.5%. 














% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
3mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australia - 23 +23 s +26 +540 +38 + 6.0 o 5.9 Now 6.9 
Belgium +48 +49 ^w na na + 43 + 36 wis 10.2 now’ 109 — 
Canada -04 +03 s. +23 "+230 —89  -—11 o 76 Now 7.7 
France +06 +52 œ +24 ° +320  — 44 + 1.14 ben 95 o 102 
W.Germany +74 +33 œ -21 +33 0 +69 + 3:9 0 79 ww 8.4 
Holland * 46 + 19 o + 15 + 47 œ +102 +81 Mayt 5.6 on ei? 
Italy +195 +76 o +17 +39 @ + 78 = 73 oi 16.7 «* 165 
Japan —17 +33 w -31! +48 a0 436.5 4100 Sep 22 Www 24 
Spain * 15 +65 w n — na X -*66  - 06 oc 16.1 e — 187 - 
Sweden +82 +14 os na +260 +36 +06 s 13 w* — 14 
Switzerland 4154 4 56 œ +20 +290  -—25  -—28 on 05 w-* OF 
+79 +12 mw +21 +190 +08 + 01 w 5.8 ww» 75 
—01 +11 w +30 +300 +28 + 0.7 Ww 5.4 Nov 5.4 
C tit 


PRICES AND WAGES West Germany's consumer prices rose by 3.2% in the 12 months to 
December, compared with a rise of 2.996 a month earlier. Japan's 12-month rate fell to 2.396 in 
November, from 2.9% in October. Italy's inflation rate rose to 6.5% in December. Swedish wages 
increased by 9.9% in the year to October, to give a real pay rise of 3.3%. Canadian wages rose by 
5.1% in the same period—exactly matching the rise in consumer prices. 








"e change at annual rate 
consumer prices* wholesale prices* wages/earningst 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia + 95 + BO pw + 80 + 6.9 ug + 63 + 7.6 w* 
Belgium + 3.3 + 35 ww * 20 + 67 Sep +37 + 4207 
Canada + 341 + 52 row — 18 + 05 no +88 + 51 o 
France + 27 + 36 no — 18 + 50 o + 3.9 + 40 Se” 
W. +19 + 32 De + 26 + 3.1 Now + 16 + 38 oct 
Holland + 3.5 + 1.2 Now — 418 + 2.7 Sep + 11 + 15 oct 
Italy * 74 *650 * 36 + 650 + 1.4 + 64 sep’ 

+ 04 + 23 No + 01 + 3B No + 48 + 3.7 Oct 

+ 89 + 7.3 ww + 34 + 4.1 oct + 27 + 53 Jun 
Sweden + 7.1 + 65 Nov + 28 + 5.6 oc +13.9 + 9.9 oct" 
Switzertand * 52 + 44 Nw * 14 + 3.3 Nov *157 *360* 
UK + 70 + 77 Now + 5.0 +49 ww + 88 + 93 o 

* 46 + 47 Ww — 07 + 4.8 n» +62 +37 ww 


| ly rates in manutact except Australia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hou 
SEM UK. aonhly carmino fof ai employeet. TERNG " 





im GROWTH IN INDUSTRIAL COUNTRIES 
The 24 rich economies that belong to the 
OECD grew by an average of 3.6% last year. 


Growth of real GNP/GDP 


Norway was the star, with estimated GNP e 1989 
O 1990 forecast 


growth of 5.896. Iceland was the slowcoach: 
its GNP fell for the second year running, by 
almost 396. This reflects a continuing fall in 
its fish catch, tight monetary and fiscal 
policies, plus general gloom; the OECD ex- 
pects that 1990 will bring another 196 drop 
in Iceland's GNP. The oeco thinks its mem- 
bers' average growth rate will slow to 2.996 
this year, with only Turkey and New Zealand 
enjoying faster expansion than in 1989. It 
expects Japan to be 1990's sprinter, with GNP 
growth of 4.596—twice that forecast for 
America. Of the big seven economies, it 
expects Britain to have the slowest growth— 
at just 1.3%. 





COMMODITY PRICE INDEX 
The hard frost that hit Flori- 
da over Christmas may have 
cut the state's orange crop to under 100m 
boxes (of 90 Ibs each)—the smallest since 
1954, says Shearson Lehman Hutton. Fro- 
zen-concentrated-orange-juice futures have 
risen 3096 in two weeks, to $1.70 a Ib. 
Florida's last big freeze in 1983 cut output 
frcm an expected 172m boxes of oranges to 
only 120m boxes. By last season output had 
recovered to 147m boxes. America tops up 
its supplies of orange juice with imports from 
Brazil, which expects a bumper harvest of 
220m boxes this year. Much of this is 
supposed to be already committed to Euro- 
pean markets, but Brazil has suspended 
exports to review its prices. 





1985 — 100 % change on 
Dec 26 Jan 21 one one 
month year 
Dollar index 
Al items 123.2 122.2 — 07 -—247 
Food 95.9 96.3 nil —22.7 
industrials 
All 150.3 148.0 — 1.3 -—260 
Nfa tt 135.9 135.0 ni — 09 
Metals 160.5 157.1 21 —35.9 
Sterling index 
All items 97.4 97.2 — 3.3 —149 
Food 75.8 76.5 — 24 —126 
Industrials 
All 118.9 117.7 — 38 -—163 
Nia tt 107.5 107.3 — 25 +120 
Metals 126.9 125.0 —47 -—275 
SDR index 
All items 95.8 94.1 — 3.1 -—230 
Food 74.6 74.1 — 22 —209 
Industrials 
All 116.9 114.0 — 96 —243 
Nfa t1 105.7 104.0 23 +14 
Metais 124.8 121.0 — 44 —344 
Gold 
Speroz 413.25 401.10 — 11 — 27 
Crude oil North Sea Brert 





Ss 
Footnotes applicable to all tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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ECONOMIC AND FINANCIAL INDICATORS 2. 


m WORLD STOCKMARKETS In the markets | WORLD BOURSES New York, Frankfurt and Tokyo reached all-time highs. New York climbed 
monitored on this page each week, the | 3.7%, and Frankfurt, boosted by foreign buying, jumped by 5.7%. Morgan Stanley Capital 
highest returns for investors in 1989 came | International's world index rose by 1.1%. Hongkong bucked the trend, and fell by 2.8%. 














from South Africa. The 51% rise in the | Stock price indices % Change on 
Johannesburg index (in dollar terms) en- Jan 2 1989-90 one one record 31/12/88 
couraged foreign investors to become net EE I low week year high inlocal = in $$ 


investors there for the first time since the 


ope : Australia 1654.7 1781.8 1412.9 +06 +118 -232 +12 +27 
country had trouble with its bank debt in | Beigium 6490.1 68053 55193  +os +176  -— 48 +166 3210 
1985. Johannesburg was helped by a recov- | Canada 40044 40378 33505 +17 +94  — 26 +188 +221 
ery in the gold price; and the possibility of | France ^ 5530 561.6 4179 — 4 05 4 322  -— 15 4331 4383 
peaceful political change pushed up the | W.Germany 22036 2203.6 1595.7 * 57 +308  — 33 +33.4 +38.5 
price of the financial rand, the currency | Holland 203.9 1210.5 166.7 +19 +23  —.31 4230 —— 4277 
foreign investors have to use to buy South | Hongkong — 28381 &— 2396 à 20936 &— — 28 + 49 ~261 +56 à * 56. 
African assets. Shares also boomed in Italy 687.4 734.8 577.5 + 06 + 14.9 —243 *16.6 +18.8 
ba Japan 38915.9* — 389159 301838 423 +290 nil 4290 +103 
ano monea ae gon DY | ipoe — NS — iMeS 10007 10 +D — 04 Fua tare 
: South Africa — 27950 2838.0 1961.0 +16 +425  — 15 +430 +55.1¢ 
had an awful year. It has the highest real | Spain 297.6 328.9 Sae +62 Fae 84 RA 
interest rates in the world, and some of its | Sweden 42487 46603 33339 424 +274  -— 88 4234 4212 
high-borrowing entrepreneurs are in trouble. | Switzerland —— 7606'* 8291 613.1 * 05 4260  —83 +260 +204 
UK 2434.1 2434.1 1782.8 * 31 1985. —04 +967 FAD 
USA 2810.2 2810.2 2144.6 +37 +2910 nil +296 +296 
Worldt 569.0 569.0 480.7 + 141 + 144 nil +15.1 +15,1. 
ec Des I I ———  $MWoganSuniey Capital international {Converted at financial rate 
ERI! -~ "| | MONEY AND INTEREST RATES Short-term money-market rates rose 0.6% in West Germany. 
-— nnnm—— MÀ Britain's narrow measure of money rose by 5.7% in the year to November, and Italy's by 9.7% in 
^ — E | the year to October; Britain's broad measure increased by 17.5%, and Italy's by 8.7%. 
$ a Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australia +40 +266 on 1800 1733 20.50 17.00 1200 13.00 1706 1332 
Belgium +48 +79% 1000 1040 1275 — 10.40 984 976 1019 1000 
Canada +23 +120 m» 1225 1225 13.50 — 1225 9.5] 1028 1200 1018 
France +64 474 a 11.25 11.50 1100 11.69 934 999 1156 10.66 
W.Germany+ 48 +48 o 810 830 1050 7.55 775 — 715 8.63 7.76 
Holland +72 +145 s, 888 6.95 10.25 8.95 8.01 8.42 863 7.91 
Italy +97 +87 o 1288 1325 14.00 na 12.13 1200 1288 1160 
Japan — 14 499 m  625' 5.78°°  488'* 204*  554'* 618°° 694 597 
Spain 4140 +13.5 mæ 1420 16.09 16.25 7.75 1271 1453 15.75 na 
Sweden na +63 sp 1250 12.90 1300 — 1260 1321 1412 1250 1295 
Switzerland — 51 + 60 sp 1000 963 1100 863 575 632 931 668 
UK +57 4175 wo 1513 1509 16.00 — 15.09 9.97 1200 1509 11.44 
USA +04 438 850 827 1050 — 814 798 9,00 831 84 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day Interbank 15.1%, clearing banks’ 7-day notice 4.096. Eurodc 

rates (Libor): 3 mths 8.3%, 6 mths 8.1%. 

MI MO; M3 Holland, —— e, M2 , UK M4. Definitions of interest rates quoted available on request. 
— n femen] onn Italy Japan M2 plus CDs on r 


de Commerce (Belgium), Credit L Credit Lyonnais Bank Nederland, Svenska 
ANZ Bank, CSFB, The WE Wee Theos conte ie only and cannot be as offers by these banks. * *Lates! available. 


TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit narrowed to $2.4 billion in November, $500m less than in October; its 12- 
month trade deficit eased to $39.2 billion. In October France had a trade deficit of $1.4 billion; its 12-month deficit increased to $7.6 billion. The D- 
mark's trade-weighted value rose 0.4% on the week, the yen fell 2.0% and the dollar gained 0.7%. 














trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance Sbn 

month months latest 12 mths latest year ago latest year ago per £  perSDR  perecu Oct year ago 
Australia — 0.19 oa — 42 — 159 od na na 1.27 1.15 2,05 1.67 1.52 13.3 13.4 
Belgium + 038 wu» + 17 + 32 0 109.5 106.5 36.0 37.0 58.0 46.8 42.6 10.2 9.0 
Canada — 0.36 oa + 46 — 149 o$ 105.2 100.9 mas 1.19 1.87 1.53 1.39 15.7 15.4 
France — 137 oa — 16 — 48 o 103.4 99.2 6.03 9.40 7.60 6.92 25.6** 28.4 
Nae + 5.35 oa + 752 + 547 0a 119.5 113.7 F 1.76 2.76 2.22 2.03 59.5 60.0 
+ 079 As + 38 + 61 œ 1148 110.7 1.93 1.99 3.11 2.51 2.29 16.1 15.9 
= — 127 nw — 13.3 — B4 «f 99.6 97.9 1281 1299 2065 1667 1519 46.9 32.1 
+ 5.73 oc + 847 + 640 oa 129.3 152.5 146 124 236 188 173 B3.3 91.6 
Spain — 2.50 Ww» — 273 — 11.1 Now 1052 102.5 110 112 178 144 131 41.2 35.7 
Sweden — 0.05 wu» + 34 — 40 oa 94.4 95.4 6.23 6.08 10.0 8.15 7.42 11.4** 8.4 
Switzerland — 045 sep = 581 + 67 m 105.3 109.6 1.57 1.50 2.53 2.02 1.86 21.0 21.6 
UK — 238 no — 39.2 — 34.5 ww 86.8 97.9 0.62 0.55 0.82 0.74 35.1 42.4 
USA —10.20 ox —112.5 —113.9 ai 67.9 64.8 — — 1.61 1.32 1.20 59.8 39.1 











tne un MN. Japan, UK ad UBA inpone feb Gapante fb. M ops ME $e D. of England Index 1906 = 100 Niet Shios. Ft HMAG QU. **September 11988 
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American Express Bank Ltd. is 
pleased to announce The 1990 AMEX 
Bank Review Awards. This essay 


competition offers over US$55,000 





for the best 5000-word essays on any 
subject in international economics of 
current relevance to financial mar- 
kets, as judged by the Reviews Edi- 


tors and the Award Committee. 





COMPETITION 


European Commission, and former 
Adviser to the Review. 
All entries must be written in 
English and be submitted »o later than 
June 30th 1990. To receive an entry 
form and full terms and conditions of 
the Awards, all authors must write to 
the Editors, The AMEX Bank Review, 
American Express Bank Ltd, 60 Buck- 














The essay competition, now in its fourth year, is 
held in memory of the distinguished French econo- 
mist, Professor Robert Marjolin, the first Secretary 


General of the OECD, former Vice President of the 


SECOND PRIZE 
US$10,000 


PIARST 


ingham Palace Road, London SWIW ORR, U.K. 
The AMEX Bank Review is the international 


economics and financial publication of American 


Express Bank Ltd. 


PRIZE 
US$25,000 


THIRD PERI-SR 


US$5,000 


B SPECIAL MERIT AWARDS 


US$2.000 


Tbe 1990 Award Committee 


Professor Raymond Barre 
Former Prime Minister of France and former 
Vice President of the European Commission 


Lord Roll of Ipsden K.C.M.G., C.B. 
President, S.G. Warburg Group ple. 


Bruce K. MacLaury 
President, The Brookings Institution, Washington D.C. 


Professor Peter B. Kenen 
Director, International Finance Section, Department of Economics, 
Princeton University, USA. 


Bahram Nowzad 
Chief Editor, Internattonat Monetary Fund. 


Kevin Pakenham 
Chief Executive, John Govett & Co, Limited 


Chief Economist, American Express Bank Ltd. 
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LEADERS 


Gorbachev's bolshie republics .............. 
Alan Bond and his mates ...................- 
When companies steer schools .............. 
Europe's single-market phooey .............. 
Wonderful dullness for Britain's budget .... 
The momentum of managed trade .......... 
A way out for despots............. eese 


WORLD POLITICS AND CURRENT AFFAIRS 


EASTERN EUROPE'S ECONOMIES 
19 What is to be done? 


ASIA 
25 Japan's world after the Berlin Wall 
26 Will even the Koreas reunify? 
29 Rule of the lawless in China 
30 No French frigates for Taiwan 
30 Fighting, and talking, over Cambodia 
30 Thai voters say no to corruption 
32 The awful lot of Pakistan's women 


AMERICAN SURVEY 
33 Congress and social legislation 
34 Manuel Noriega's defence 
34 Florida's pock-marked prisoner 
35 Charitable foundations accused of political bias 
36 A film-whim wins in court 
43 A hoaxed murder angers blacks 
43 The Colorado river 


INTERNATIONAL 
45 Why Colombians fight shy of their friends 
46 Haiti's dictator is slow to go 
46 Algeria's presidential revisionism 
41 Kenya's presidential power 
47 The rush from Russia to Israel 
48 The Palestine numbers game 


EUROPE 
49 Germany's growing assertiveness 
50 East Germany's tangled politics 
50 Bulgarians and Turks 
51 Gorbachev's turbulent south 
52 Comecon in crisis 
52 Romania rebuilds 
53 Immigrants in Italy 
54 Euthanasia in Holland 
54 Crazy EC car market 


BRITAIN 
55 This week 
57 Fateful days for the Chunnel 
58 Cash-stretched companies 
58 A busy week for Ulster's policemen 
71 Pay for new graduates 
71 The cost of poor training 
72 Poll-tax defaulters in Scotland 
72 Saving salmon for anglers 
73 Bagehot: Clarke, Commons TV 
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BUSINESS, FINANCE AND SCIENCE 
15 BUSINESS THIS WEEK 


BUSINESS 
11 Australian business after Alan Bond 


18 Mr Bond's unlikely rescuer 

19 Economics focus: Famines 

80 Nixdorf surrenders to Siemens 

80 Regulating America's carmakers 

81 A spot of bother for GM's Roger Smith 
81 Oil prices to fall? 

82 Taiwan's annoying trade surplus 

82 Worried Japanese electronics companies 


FINANCE 
85 Japan's life offices eat up European property 
86 Spain's bank basquet case 
93 Portfolio poll: Europe's Year? 
94 A final solution for Mexican debt 
94 The D-mark sets the currency pace 
96 The ecu in company accounts 
98 More American thrift scandals 


SCIENCE AND TECHNOLOGY 


99 The slow march of technology: Three pages of 
ideas for transferring technology to poor 
countries 


ECONOMIC AND FINANCIAL INDICATORS 


123 Output, jobs, prices, commodities, bourses, in- 
terest rates, , currencies, plus a closer look 
at population growth and external balances 


BOOKS AND ARTS 
103 How not to do business in China 
104 Morgan Grenfell's fall 
104 The trouble with Gandhis 
104 War in ancient Greece 
106 Testing Britain's prudishness 
108 The 1980s encapsulated 
108 Which way for the art market? 
108 Our crossword prizewinners 


LETTERS 
6 On the Pope, Gorbachev's balancing act, freight 
deregulation, global warming 





| Japan's life insurers go for 
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Bolshie republics 
Gorbachev's attempts to hold | 
the Soviet Union together 
deserve sympathy, not support, 
page 13. The turbulence in the 
Caucasus, page 51, in Bulgaria, — || 
page 50. d 












A 


Bond beached? 


The trouble with Australian à) 
capitalism, page 77. What not to - 
conclude, page 14. | 












Kaifu in Europe I 
Investment for the East, trade —— 
for the West, votes at home, | 
page 25 


Property grab 


European property, page 85. 













Eastern Europe must leap | 
forward to capitalism says its top. 
western adviser, pages 19-24. 


Know-how for poor - 
Developing countries need the - 
right technologies, pages 99-101. 


Single-market phooey | 
Taxmen hold out against 1992, 


page 16, Same car, many 
European prices, page 54. 
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Sig—Your. article on the con- 
temporary papacy, (December 
th) overestimates the isolation 
the present Pope and his ad- 
sers within the Catholic 
rch. From the mid-1960s on- 
ards, Catholicism has been 
bjected (from within) to the 
terpretative mercies of a vari- 
y of philosophical and socio- 
gical schemas not its own, with 
view to establishing just how 
uch of its substance would sur- 
ve the critique of modernity. 
essence, papal "policy" con- 
ts in the re-affirmation of what 
t endure in Catholicism, 
has truth and piety—though 
ould be noted that this will 
' tenets and values shared 
other Christians, and, in 
cases, with humane men 
yomen at large, thus licens- 
e concurrent "policies" of 
nism and the defence and 
sion of human rights. In 











hese factors are likely to operate 
in favour of this programme: 

(1) Young people coming for- 
ward to serve the church as 
priests, monks and nuns, and 
full-time lay activists will do so 
on the basis of integral commit- 
ent to a plenary Catholicism, 
her than as glorified socia! 
vorkers. 

2) The collapse of the East Eu- 
Opean Marxist-Leninist model 
revolutionary action or pub- 
‘strategy in third-world coun- 
es will dispose their makers of 
pinion away from the doctrin- 
' radical forms of liberation 








st decade of this century - 


theology towards a political hu- 
manism more easily married to 
Catholic teaching. 

(3) The inanities of West Euro- 
pean and North American 
"post-Modernism'' will encour- 
age a return in metaphysics, eth- 
ics and aesthetics to a world view 
sympathetic to, or at least emi- 


 nently compatible with, historic 


Christianity. 

(4) The ecological movement 
will generate a reverence for the 
human organism, and nature-re- 
specting forms of its reproduc- 
tion, and these in turn will un- 
dermine the current objections 
to Catholic ethics in such areas 
as contraception, abortion and 
medical experiments. 

(5) The experience of containing 
national rivalries in East-Central 


. Europe, Central Asia and else- 


where in the world as ideologi- 
cally-ordered power. blocks dis- 
solve will dissuade Catholic 


churchmen of the unalloyed 


charms of pluralism, and open 
their eyes to the pleasures of 
unity—in governance, doctrine 
and spiritual life. 

(6) This conversion will be as- 
sisted by perception of the chal- 
lenge mounted by a renascent 


Islam. 
(7) The Catholic 


eastern 


churches, with their rich grasp 


of ancient dogma, traditional lit- 
urgy and piety as a coinherence 
of vision and its expression, will 
play a greater part in the forma- 
tion of Catholic consciousness. 

(8) The Catholic episcopate, the 
church bureaucracies, theolo- 


 gians, teachers and press, under 
_ the pressure of the above factors, 
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to be set over agai 


Christianity in faith and morals 
houses that which is true, its ex- 
Poen and embodiment can 

y be for the long-term pas- 
if good. As St Maximus the 
Confessor wrote, "Virtue exists 
for truth; but truth does not ex- 
ist for virtue." 


Cambridge AIDAN NiCHOLS 





Gorbachev's balancing act 


Si&—Your leader (December 
16th) urging a pro-Gorbachev 
West to condition its support on 
the Soviet leader's reform per- 
formance is untimely. 

At this crucial stage, where 
Mr Gorbachev is caught in a del- 
icate and dangerous balancing 
act between hardline conserva- 
tives and radical reformers, he 
deserves the West's uncondi- 
tional support. Should he suc- 
ceed in overcoming reactionary 
opposition within his own 
ranks, recent events throughout 
Eastern Europe suggest that the 
question of this great reformer's 
political survival is in the hands 
of the Soviet people, and will not 
be a matter affected by the sup- 
port or non-support of the West. 
Sandefjord, 


Norway OLE BetrumM 





Freight deregulation 


SiR— You are right to conclude 
that small hauliers will continue 
to compete successfully against 
large ones in Europe (December 
9th). Yet the two reasons you 
give lack credibility. First, the 
potential benefits of cabotage— 
allowing foreign lorries to pro- 
vide a domestic service—are just 
as important to huge freight 
companies as they are to owner- 
drivers; both want to gain com- 
petitive advantage by using their 
capacity more efficiently. Sec- 
ond, on the use of information 
technology (iT), your reasoning 
is back to front. It is far more 
likely that large hauliers and dis- 
tributors will exploit the advan- 
tages of iT better than their 
smaller counterparts. 

No, the future survival of the 


small haulier will be based on. _ 


tradition rather than innova- 
tion. Small hauliers have always 
been able to take on larger rivals 
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Jearets ir freight. Many di 
ires dh wotk for larger 
freight companies but are laid 
off as soon as there is a down- 
turn in business. 

Doing business in this way 
may not appeal to everyone, but 
it should guarantee a place for 
the owner-driver alongside the 
freight giants like NFC, TNT and 
Federal Express for some time to 
come. 





JAMES CoOPER 

Transport Studies 

London Group 
Cooling off 

Six&—Your leader (December 


16th) is a welcome step back 
from your previous unquestion- 
ing acceptance of the theory of 
global warming. Your ne 
found scepticism does not go far - 
enough, however. 

The probabilities do not fa- 
vour those who believe in envi- 
ronmental catastrophe caused 
by global warming. There is no 
evidence of global warming. The 
theories are just that, and the 
models are based on admittedly 
erroneous assumptions. 

The draconian steps advo- 
cated by those who fear global 
warming will unnecessarily raise 
living costs around the globe, 
damage the world economy and 
condemn hundreds of millions 
of people to poverty for ever. A 
break in the cycle of poverty and 
continued economic growth re- 
quire that energy be provided to 
consumers at the lowest possible 
cost, not the highest. 

Washington, 
DC 


Freprick Parmi 












Special Report No. 2017 
The Car of the Future: An - 
Assessment of the impact of 
High Technology on the World 
Motor industry 


A very wide range of significant new 
technology has transformed the world's 
motor industry over the.las! decade. This 
new report surveys the whole field of new 
and upcoming high technology and 
examines their-impact on the car and light 
commercial vehicle sector. The first part 
deals with product technology and the 
likely applications of new electronics and 
| mechanical systems, Fart two looks at 
design, development and Manufacturing 
technology. 


Price including postage: UK & Eu £425; 
North ede Usseas- Rest of World £428. 


The Economist Intelligence Unit 


Marketing Dept (EDXL— 215 Park Ayenue South 
di Duke Street New York, NY 10003 
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KPMG Peat Marwick McLintock's team of economic 
consultants is growing rapidly and to meet demand we need 
more applied economists of exceptional ability. As one of the 
largest firms of management consultants in Europe our 
assignments are varied and challenging. 


The economics. team is an integral part. of. our Strategy 
Services Group and is directly involved in developing 
T strategies for both the corporate sector and governments in 


^ the UK, Europe and developing countries. 


We require first rate academic qualifications and successful 
relevant experience which may have been gained in the 
private or public sectors. We are particularly interested in 
economists with experience in are of the following areas: 





Within our global programme of technical assistance to Geviopins countries, ‘the. 
didate will be UNDP's principal adviser on policy issues and strateg 
keting. He or she will also liaise with other UN agencies, 





nance, trade, and mari 


though candidates with other backgrounds are ad in 


——————— BERE Inthe 


Peat Marwick McLintock - 


Management Consultants 
























€ financial services 
€ competition policy and regulation 
€ econometric modelling - 





apply. Knowledge of European languages would be an 
advantage. 


The successful candidates will be based in London, but some. 
travel is likely. Our benefits package i is compete and will 
normally include a car. . 


A detailed CV with remuneration history, quoting ref. 
EJ90EC should be sent to: Vicky Pryce —— 

Chief Economist, KPMG Peat Marwick McLintock 
Management Consultants, | Puddle Dock, Blackfriars 
London EC4V 3PD . 
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banks, regional economic commissions and international institutions. The post req ires 
ic, self-motivated indiv dual who in addition to appraising ongoing projects will initicte 


rections and activities. 








. (trade and finance) and an understandi 


nomics: 

















spoken fluency in 


e Qualitications: The ideal candidate will have a strong Mean X iteration i 


developing world. He or she will have at least a Master's degree international | 
ioni. economic Sys ase and be thoroughly familiar with contempo rary inter 
itions ledge will have been fappierented by a minimum 


all ] ly y oriented Pd | commercial. consulting, or: is nancial 
ment or parastatal or an interregional or international institution. Written and - 
English and either French or Spanish is essential. Although the position is 
New York based, up to 30 percent of the time will be spent traveling. 


to: Chief, Recruitment Section, Ret. ECON/ADV, United Nations 
ji , PO. Box 1608, Grand Central Station, New York, NY 10163-1608, USA. 














v asiti relates: to the | 








a Fardorprise, a govem- us 














THE AHT GROUP 
Federal Republic of Germany 


The AHT GROUP is a group of five leading German consulting firms and 
comprises Agrar- und Hydrotechnik GmbH (AHT), Essen, mainly in- 















































Plan, Cologne, working in waste water treatment, waste handling and 
disposal engineering, and L&P, Hamburg, involved in personnel develop- 
ment and training. | "M P 3 
The aggregated AHT GROUP's turnover is approximately DM50m, with a 
total number of staff of about 350, | | a 
In order to staff some of its major international development projects 
Agrar- und Hydrotechnik GmbH is inviting applications for the following 
long term assignment opportunities overseas: 
1. PROGRAMME COORDINATION Specialist 
Degree in economics or agricultural planning with at least 10 years 
experience in integrated rural development programmes and a proven 
record as team leader of large multi-disciplinary/national teams. — 
. ORGANISATION & MANAGEMENT Expert f 

Degree in business management or public administration with an extended 
, proven record of pices pully compieted organisational work on ministeri- 
. al or major government department level. 


4. POLICY, PROCEDURES & STANDARDS Speciali 





. MANAGEMENT INFORMATION SYSTEMS Specialists 

(two positions) | "d | 
Degree in information science with 10 years oe in application! 

management of and training in computerised MIS. | 


|..6. PROJECT MANAGEMENT AND COORDINATION Specialist 
: (two positions) | E 
Degree in agricultural science or engineering with more than 10 years 


experience in implementing and managing rural/agricultural development 


and management systems on national level is essential. Pos 2: 


| : a 2; Experience 
in physical and financial monitoring of projects on regional level. 








| 7, FINANCIAL MONITORING Specialist ae ee 
|. Degree in economics or accounting with 10 years experience as financial 
analyst. Hands-on experience in the develapment and use of computerised 
ves financial monitoring systems is essential. = 
(£8. DEVELOPMENT BANKER/COOPERATIVES/ 
INSTITUTIONS Specialist = i E> 
Degree in economics or related field with approximately 10 years 
. experience in working with cooperative-type credit institutions and 
agricultural extension services, including. their management and 
rehabilitation. 
. ECONOMIST | "T 
Degree in agro-economy with majors in sociology. Approximately 10 
years experience in economic and financial computerised monitoring for 
farm management and farm planning. Additional experience in. off-farm 
income-generating activities is required. — ED 


An candidates ü) to (9) must. have. extended working experience in 
leveloping countries, preferably in South-East Asia. Candidates for 
p (1), (2) and (7) should have extended working experience in 
Indonesia, preferably in connection with transmigration planning. — 

- Furthermore we are inviting professionals with substantial experience in the 


should have specialist skills in 
| Agricultural Economics 
Economici Financial Analysis 










by telefax) their curricula 
rience in view of the above 


Telefax (449) 201 2016-211 
. Telex (+41) 857 557 abt d 





volved in irrigation engineering and rural/agricultural development in third. 

"world countries, GAF, Munich, a company for applied remote sensing, 
DPU, Essen, involved in environmental impact studies and projects, AEW 
j| 


projects. Pos 1: Experience in application of computerised monitoring — 


identification, planning or management of agricultural projects. in third. | 
world countries to join our multidisciplinary pool of experts. The applicants | 


à global strategic electronic networking system (WELCOM 


it your background and experience truly 
requirements, please send a detailed ap 3 


THE ROYAL INSTITUTE 
INTERNATIONAL AFFAIRS 


Chatham House 
10 St James’s Square 
London SW1Y 4LE 


Will shortly be appointing a 
Director 

to succeed Admiral Sir James Eberle, who is leaving 
at the end of this year. | | 

Those interested should, by the end of February, write 
to the Chairman, Christopher Tugendhat, who will 
inform them of the proposed terms of appointment. 
The Chairman will also welcome suggestions from 


those who know of likely candidates who may not see 
this advertisement. 








OR 


We are looking for someone with exceptional personality, commitment and profession- 
alism, as clearly evidenced in his/her career to date. The candidate should have a 
university background, preferably a combination ofa technical degree and an MBA, and 


a thorough understanding of global economic issues. He/she should be at ease in- 


handling electronic systems, be capable of organising top-level meetings and of 


expressing him/herself perfectly in English; and have command of other world 
languages. A minimum of three years practical experience on the strategic level in 
business or government is required, The successtul candidate (idea! age: 26 to 32) will 
find in this opportunity an outstanding international and entrepreneurial challenge. 


The World Economic Forum is an independent and impartial not-for-profit foundation 
tied to no political, partisan or regional interests. Our motto is entrepreneurship in the 


_ global public interest. 


We are a young dynamic team of 100 collaborators from many ( ountries promoting 





personalised interaction on the highest level globally and through face-to-face contacts. 


Our best-known activities are the Annual Meeting of our associated members in Davos 
(Switzerland), yearly meetings in most major capitals, pu dlications (WORLD LINK) and 


The successful candidate wii be: responsible for our now projects, which will 
require sensitivity to the needs of our constituent: at the same time achieving fast 
resuits, by working in an independent and hands- manner. 


pond to these unusually high | 
marked personal and confiden- 





tial, to: 


chemin des Hauts-Crets - 
Cologny/Geneva, Switzerland 
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ECONOMICS MAN. 


. Regulation and Pricing Responsibility ir in | the Trans D ort Sector. 
£30,000+car — ^ . LendenS me : 











































BAA is the world's leading international skills and hassle dge ofa accounting and Cael 
airport group. We own and operate seven major m sles, Aviation experience is hot necessary but 
airports in the UK including Heathrow and Gatwick, knowledge of regulatory economics or pricing 


the world's two busiest international ai is Since analyses would be useful. You should have a good 





privatisation the company has expanded into degree in economics anda demonstrable i interest in 
property development, hotels and other related areas. micro-economics. ^ 
Revenue from airport users is one of our Salary will be arani [30; 000. pa. plus fully 
largest sources of income and our Corporate Ofhcein expensed company car, medical cover and other 
London has a major influence on policy through benefits. For someone with potential, there are clear 
analytical work on user charges, and a broader prospects of promotion. . : j ap ti Oe: 
e in responsibility for regulatory and economic issues. If you feel you can meet the challenge of this, "1 
WU This wide ranging position requires an influential role please write enclosing you Si 
experienced commercial and analytical economist Julie Spencer, BAA ple, 130 Wilton Road, 
who has the ability to represent the company London SWIV 1LQ. 


positively at a senior level both internally and in 
discussions with its regulators; customers and 
competitors, You must combine numeracy and 
computer skills with well developed interpersonal 








The world's leading international airport group. 


HEATHROW - GATWICK : STANSTED -GLASGOW-EDINBURGH - PRESTWICK - ABERDEEN 








Ready to Manum a significant part of the dealing end of a rapidly expandin ! high p 
In addition to gilts investment & trading, UK FRN's and UK mortgage back 
jonsible for producing exemplary results in the particularly cor 
ortgage backed market, together with arbitrage across all instruments. WW "E os 

revious success in, say, options and in the management of traders is essen ial. Familiarity as op 
ness of US mortgage backed securities e an n added bonus. A puctet ps sfulc ree 
ably a ged 26-35, older candidates will be considered if peso evidence i is avails able 
sharpness together with unusual flexibility, innovative flair and imagir ation, which i is fi 
logical analytical t thinking. Base salary circa £60,000 plus bonus plus usual bankir | 
Please send in stric t confidence, a comprehensive curriculum vitae, including details of curre 
remuneration and a daytime telephone number. 
Your curriculum vitae will not be released to any third party without prior express permission. 


! : | | Peter Willingham (Ref 097 J 
HODGSON Meme 
| dicas HODGSON IMPEY 


| | M p E Y | li | | SEARCH & SELECTION LTD 
AIRE £4 i Lae | r Mall, L London A SWIY SI 























































INTERNATIONAL COUNCIL FOR RESEARCH 
IN AGROFORESTRY (ICRAF) 


NCEMENT OF VACANCIES 






ICRAF's Board of Trustees has decided to restructure the , 
y 1990. As part of this restructuring, ICRAF is now seeking to fill two new senior 


d managerial ability related to the design, establishment and coordination of research 
xperience in teaching and/or training is a requirement, plus an excellent 





ICRAF 

PO Box 30677 

Nairobi, Kenya 

Telex: 22048 ICRAF 
Telefax: (254-2) 521001. 
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The Folio Society would like to make you an offer s ; 
as exceptional as the books we publish | 

















A £30 reference book — yours FREE when you join The Folio Society 


As a means of putting yourself in : 
touch with all the people you might 
ever need or want to know more 
about, Chambers Biographical 
Dictionary is unbeatable. It is the 
most authoritative dictionary of 
condensed biography of its kind. No 


EREis a special opportunity to acquire 

one ofthe world's greatest reference 

books. and start building up a library of 
fine editions, by joining an international 
circle of book-lovers — The Folio Society. 


s 
i 


AN EXCEPTIONAL PUBLISHER 


dom other work can give you so much " 
Ve rac i : e * : H 

The Folio Soc wd - s code information, from such a wide frame 
in 1947 to produce editions o of reference, and yet remain readable. —— 


the world's great literature in a 
format worthy of the contents, 
at a price within the reach of 

vryman’. That is still our 
watchword. 


It contains 15,000 lucid and compact 

biographies of the famous and 

the infamous, and is comprehensively 
cross-indexed. At £30 this special 
slip-cased edition is a bargain; but if 
you join The Folio Society now, it can ; 
CLASSICS AND CURIOSITIES be yours ABSOLUTELY FREE. f 
Our publications range from classics 
such as Macaulay's History of England 
(the only complete edition in print) 


HOW TO JOIN AND ACQUIRE YOUR 
CHAMBERS BIOGRAPHICAL 


18/4 97 (04 
dVa20d 
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N 
and comic gems like The Diary of a = \ DICTIONARY 
Nobody, to neglected masterpieces RX AS 3 Simply post the coupon to us, 
and curiosities that we feel deserve a = "er Y and we'll send you the 
wider audience: over 145 books in all. ON v^ 3 dictionary, together with a 
E 3 Prospectus listing all Folio 
BEAUTIFULLY PRODUCED BOOKS S j books in print. Choose four 
Each book is given special care in \ books from the Prospectus, and — 
every area of production: individually io O REN, " ' you're a member. If you decide — 
ACA not to join, send Chambers back 


designed bindings in a variety of 
materials: carefully chosen, elegant 
typefaces; high-quality makings of 
paper: and a special protective slip-case. 


Wide 


and that'll be the end ofthe 
matter. But note that we only 
have a limited number of copies 
r to spare for this offer — to be sure 
1.494 Pages  ofgetting your own, send off the 
* 15.000 entries coupon today. 


THE BEST IN CONTEMPORARY 
USTRATIONS 

every book is illustrated. Leading artists 

commissioned by the Society include 

Dame Elisabeth Frink, Edward Bawden 

and Patrick Procktor. 


* actual size 81" x 51" E. 


€ ————— — — s ee — — — — — — — — — — — — — — — — — — — — — — — — — —— 
F: 






| To: The Membership Secretary, The Folio Society Ltd, FREEPOST, Co67 | 
MUCH MORE THAN A BOOK CLUB 202 Great Suffolk Street, London SE 1 OBP (Tek 01-407 741 1) (NOSTAMP NEEDED IF POSTED IN THE NKI Ü. 
We organise tours, competitions and the Tam ; DM EL 
now well-established Folio literary debates. — ! " di send Au Chambers Biographical i rudi SE BLOCK CAPITALS) 1 
ikook a feb subscription ioc i Dictionary as my introduction to The Folio vr M 5 a 

du | Society. If | decide to become a member I Address 

own literary quarterly. And we have a | will keep the book as my 1990 Presentation l 
gallery in the Royal Arcade in London I Volume and notify you of my four choices t4 
where members, and prospective members, 1 for the year within three weeks. Otherwise I b 
may view all current Folio titles. l. will return it in good condition and owe ——————— H 

I nothing. | understand that as a member | ! ti 
ORDERING BOOKS IS A PLEASURE i have the right to return any book if not. — — — — — — Postcode E 
The Folio Society provides its members with į completely satisfied. (Please note: the i 
a level of service rarely found these days. i Prospectus only may be sent to oversees Signature pum. P 
Every order is dealt with promptly, every ' destinations outside Europe; we will send E) T; 
letter is answered individually. Ifyou write Chambers with your first order. ) Dite. 5 57 7:525 | | 
to us in verse, we'll write back in verse. | euni Dese. c Ka DOE ater. c SN 
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Q THE NOMURA SECURITIES COMPANY LTD. 1-94, NIHONBASHI. CHUO-KU. TOKYO 103 JAPAN 


Issued by Nomura Bank (Switzerland) Ltd. and approved for circulation in the U.K. by Nomura International Limited, a member of TSA. 





THERE'S A SIDE TO 
NOMURA KNOWN ONLY 
TO A VERY FEW. 

A PRIVATE SWISS BANK 
WHICH CAN DRAW ON 
NOMURA'S WORLDWIDE 
RESOURCES. 

ĪT GIVES US A VERY 
SPECIAL ABILITY TO 
IDENTIFY OPPORTUNITIES 
AND MINIMISE RISK. 
THUS, WE NOT ONLY 
PRESERVE YOUR WEALTH, 
WE BUILD ON IT. 

AND, IN THE TIME- 
HONOURED TRADITIONS OF 
SWISS PRIVATE BANKING, 
YOU'LL FIND OUR 
CONTINUITY OF SERVICE, 
OUR DEDICATED PERSONAL 
APPROACH AND OUR 
DISCRETION IMPECCABLE. 
AT  NoMuRA BANK 
(SWITZERLAND) WE LOOK 
UPON OUR RELATIONSHIP 
WITH OUR CLIENTS AS A 
VERY PERSONAL MATTER. 
Å RELATIONSHIP WE 
MAKE SURE WILL FLOURISH. 


NOMURA 


Personal Private Banking 


NOMURA BANK 
(SWITZERLAND) LTD. 


ZURICH - BAHNHOFSTRASSE 71. 
8023 ZURICH. TEL: (01) 2199111. 
GENEVA - 10, QUAI DU SEUJET. 
1211 GENEVA 11 TEL: (022) 7324646. 
LUGANO - VIA PRETORIO 9. 
6900 LUGANO TEL: (091) 231383. 
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Gorbachev's bolshie republics 


dissolution of the Soviet empire is 
one thing, the dissolution of the Soviet 
Union another. That, at least, is Mikhail 
Gorbachev's view. His trip to Lithuania, 
where his immediate aim is to dissuade the lo- 
cal Communists from leaving the main Soviet 
party, is really a mission to save the union. Mr 
Gorbachev has given up Poland and Hun- 
øary, Czechoslovakia and East Germany, Ro- 
ania and maybe Bulgaria. If he lets go of 
‘Lithuania, Latvia or Estonia, half a dozen 
other turbulent republics will want out too 
and the Soviet Union could break up. In this predicament he 
deserves sympathy. He does not deserve support. 

The reason is not merely that Mr Gorbachev's endeavour 
will probably prove forlorn. It is also wrong, because the dis- 
tinction between the Soviet empire and the Soviet Union is 
less apparent to most people, particularly its non-Russian in- 
habitants, than to Mr Gorbachev. The union is not an associ- 
ation of states whose members have voluntarily joined to- 
gether as equals, ceding sovéreignty as they did so; it is an 
agglomeration of subject peoples with little in common ex- 
cept that they have been forcibly brought under Muscovite 
rule by a succession of tsars from Ivan the Great (1462-1505) 
to Alexander III (1881-94), and then by the Red Army and 
Stalin. In this respect Lithuania and Azerbaijan are little dif- 
ferent from Poland or Romania. 

The Soviet Union, of course, is not alone in having bor- 
ders fixed by conquest rather than consent. The United 

ates, to name just one example, would look very different 
had it not conquered most of the west in the Mexican war of 
1846-47. If it had been California, Arizona and New Mexico 
rather than the 11 states of the Confederacy that tried to se- 
cede a few years later, would Abraham Lincoln have been 
wrong to oppose them? He made it plain that he was fighting 
America’s civil war not on the principle of ending slavery but 
on that of upholding the union. 

Lincoln would indeed have been wrong. Unions should 
not be made, or maintained, for the convenience of govern- 
ments. Their only justification is the benefit of the people 
who live in them. But which people? Whenever a secession is 
proposed, the feelings of the secessionists have to be set 
against those of the people they want to leave behind. The 
government that has to accept or reject the demand to leave 
has responsibilities to both groups. 

Still, in deciding the merits of any secessionist cause, the 
first principle should be self-determination: ideally, everyone 
should be governed by consent; and if a majority wants to 
quit a union, it should be allowed to go. But a majority of 
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whom? Were Latvia to regain its indepen- 
dence, would the Russian minority there then 
have the right to secede? This is, in a sense, 
what Ulster’s Protestants did when the rest of 
Ireland left the United Kingdom in 1921. But 
to allow any area to secede at will would be to 
invite the richest parts of every country in the 
world—the Katangas, Biafras and Bougain- 
villes, if not the Belgravias—to drop off w $ 
ever oil were struck or diamonds discovered. 
In theory that might be all right; a reasonable 
modus vivendi might be worked out. In prac- 
tice it would be a recipe for chaos, for greedy minorities to 
impoverish poorer majorities, and thus for war. 
So bring in principle number two, a subjective one. Seces- 
sionists should pass some sort of “nationhood” test. On that - 
principle the Baltic states, which enjoyed a period of indepen- F 
dence between the two world wars, would qualify; so perhaps 
would the Ukraine, Azerbaijan and many of the republics of 
Soviet Central Asia. Pakistan and then Bangladesh qualified; 
so did Ireland; so does Eritrea; so, more awkwardly, did the 
Confederacy and, maybe more awkwardly still, might Califor- 
nia if, in the not-too-distant future, a Mexican-origin majority 
chose to take it out of the union. 3 
a 
Quitters should pay, and promise 
Another test is needed. Secessionists should meet the reason- 
able concerns of those they leave behind, so long as these 
concerns are expressed democratically. This might mean 
compensation for some of the common assets they take with 
them, and for some of the future benefits forgone: cash for 
Scotland, Wales and Northern Ireland, say, if England were 
to secede; something from the Moldavians if they were to 
team up with Romania. It would also mean treaties: a promise 
of non-aggression from Azeris or Kurds setting up new coun- 
tries; access to the sea for Ethiopia; a commitment to un- 
armed neutrality from West Bank Palestinians. : 
In other words history as well as general principles plays a 
part in judging the merits of a secessionist claim, or indeed of 
any change of borders. Mr Gorbachev might well have cause 
for nervousness if his Muslim republics became independent 
fundamentalist states. The proper course for him to pursu 
however, is.to give all Soviet citizens full democratic rights tc 
choose their own leaders and then to persuade them that they 
would be better off staying in the union. P. 
For another politician contemplating a different redraw- 
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ing of borders, a different course is required. Mr Helmut Kohl. 
has so far been careful not to reject calls for a reunified Ger- 


many to expand into its pre-war borders. Facing an election 
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. later this year, he is under intense pressure from Germans 
. who were driven west after the second world war to press for 
. the return of their lands in what is now Poland. Their griev- 
ance is understandable. But so is the worry of the Poles—who 
. lost territory to the Soviet Union in 1945 as well as gaining it 
from Germany. Any attempt by Germany to restore the old 
borders of the Third Reich would send shivers down the 
. spines not just of Poles but of practically every people in Eu- 
rope. Mr Kohl, and all reputable West German politicians, 
should forswear without delay any intention of seeking a 


Alan and his mates 


E 
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E HAS escaped from more tangles than Houdini; his re- 
tirement has been announced more often than Frank 
Sinatra’s; he has dodged more knock-out punches than Mu- 
hammad Ali. But this time Mr Alan Bond's battles with credi- 
tors and other foes have a terminal desperation about them. 
Business life will never be the same again for this emigrant 
from Ealing turned Australian corporate hero. 
... Thank goodness, say many of his critics down under. The 
rise and demise of Mr Bond and a whole cricket team of other 
antipodean entrepreneurs—George Herscu, Robert Holmes 
à Court, Allan Hawkins, Christopher Skase and more—is felt 
to have brought Australasian business into disrepute, to have 
saddled the economy with foreign debt, and to have hurt the 
credit ratings of staider firms (see page 77). But there is also a 
bigger worry, of importance far beyond the lucky country. It 
is that the fall of these entrepreneurs will be used as Exhibit A 
for the prosecution in the case of Intervention v Free markets. 
The opening up of Australasian financial markets and the 
relaxation of rules did indeed have much to do with the rise of 
these now-tumbled entrepreneurs, as well as of those—such 
as Rupert Murdoch, Kerry Packer, John Spalvins and John 
Elliott—who are still prospering. Among its other admirably 
freer-market decisions, Mr Bob Hawke's Labor government 
removed limits on overseas investment by Australians, freed 
interest rates and allowed foreign banks into the country. A 
strong domestic stockmarket helped firms to borrow heavily 
on the back of local assets, and then to borrow even more on 
the back of assets purchased elsewhere. 
. Fora time Australia's businessmen did a passable imper- 
sonation of that other well-known entrepreneur, Mr Michael 
. (Crocodile) Dundee. They journeyed to foreign parts, 
scared the natives and returned as macho heroes, holding 
their trophies aloft: breweries, newspapers, skyscrapers, man- 
ions, valuable paintings, yachting cups. They showed Aus- 
ralians could have a dream, like the American one, but 
slightly softer-bottomed. Empires built on debt raised on the 
asis of assets of rapidly variable value (such as property and 
shares, especially Australian ones) are shaky at the best of 
mes. In the worst of times, when interest rates are hoiked to 
curb inflation and domestic demand, they collapse. 
. Australia did not invent the collapsible corporate hero. 
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Lessons from the drawn-out collapse of the Bond businesses 


e. T " ` f ^d j 


"A 
^ ‘ è 


ii 


change. Memories are still too vivid. 

They are also vivid in the Soviet Union. That is why Balts 
and Azeris may choose to disregard Mr Gorbachev's entreat- 
ies to remain part of his flock. He may be right when he says 
they would be better off staying in the fold. But they remem- 
ber only that they were kidnapped in the first place and then 
denied any say in their own affairs. If he is to save the union, 
Mr Gorbachev will have to offer his straying sheep full auton- 
omy, press ahead with radical economic reforms and pray for 
a miracle. Short of military rule, it is his only hope. 











The 147 years of The Economist s files contain hundreds of 
them. For example: "[He] became the archetype of t 
modern . . . entrepreneur: lauded by some as an energising 
force, inspiring other young men by his example, and fright- 
ening industry's fuddy-duddies by the threat of a takeover. 
He, and others like him, began as an industrialist, moved into 
finance and investment, and borrowed heavily to invest at 
home and abroad in anything that moved: property, shares, 
Tiger Balm cure-all ointment, gas pipelines." The words are 
from our issue of November 1 1975, about Britain's Mr Jim 
Slater of Slater- Walker Securities. 

There are no exact parallels between the rise and fall of 
Slater-Walker or other British high-fliers of the early 1970s 
and the Australasian troubles today. There is no risk, for ex- 
ample, of an Australian fringe-banking nonsense like Brit- 
ain's in 1973-74. But both splurges followed financial deregu- 
lation, in Britain's case an end to the clearing banks’ interest- 
rate cartel and a new freer-market form of Bank of England 
supervision called Competition and Credit Control. In both 
countries entrepreneurs were boosted by a sycophantic and 
often willingly manipulated financial press. 


When accountants are allowed to go wild 


Most important of all, both affairs resulted from deregulating 
one part of the financial system without paying attention to 
the incentives and loopholes that remained in another. Tight 
controls on lending are one way to limit the ambitions of 
speculative businessmen; to an extent, they make strict rules 
on accounting and disclosure less necessary. But when the 
controls go, the accounting weaknesses are exposed. That was 
a large part of what happened in Britain in 1973-74, and it 
explains much of Australia's mess now. 

Like Britain's then, Australia's loose rules on accounting 
and disclosure allow firms quite legally to declare profits from 
20% stakes in subsidiaries when all that is really arriving is 
dividends. They allow assets to be revalued (upwards) virtu- 
ally at will; they allow profits from once-off deals to be treated 
as ordinary operating income; and they allow “goodwill” in 
purchased companies (the value in excess of marketable as- 
sets) to inflate profits. Coupled with the common practice of 
vesting ultimate ownership in a private company, where dis- 
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closure can be tardy and incomplete, this makes it difficult for 
creditors to work out what they are lending to. They should 
flee. Lured by up-front fees and the immediate profitability of 
risky loans, they don't. But when the mist clears, credit lines 
suddenly vanish. 


Acceptable faces 

A ringing phrase from early 1970s' Britain was "the unaccept- 
able face of capitalism". Ironically, it was used then about the 
activities of Mr Tiny Rowland's Lonhro group, which has re- 
cently done most to clear the mists surrounding Bond Cor- 


poration's finances. The danger is that similar, probably 
ruder, phrases will be used about Mr Bond and his like: not 





TnL n f 
ata WEM 
















~ 


s SE 
— 


just in Australia, but in Europe and Latin PES Mr Bor d 
bought many privatised assets in Chile. Look what happens s 
when you sell to the gringos, critics will say. Back to interven- 
tionism, down with free-market capitalism. 

This would throw out the babies who can bring post-in- 
dustrial revolution, when all that is needed is clearer bathwa- 
ter. When a government like Australia's stops telling its citi- 
zens what to do, it does need to ensure that its basic rules of 
good conduct are in order. Britain had to shake up its ac- 
counting rules in the 1970s, and Australia needs to do so- 
now. The rules should be changed, and full disclosure re- 
quired. But do not turn against moneymaking, as Britain did 
for the next half-decade. Let Australians keep their dream. 





When companies steer schools st 


.. Jucation is a matter chiefly for parents, teachers and governments, not for business 


WE is good for General Motors, General Electric, 
General Mills and Colonel Sanders is not necessarily 
good for schoolchild Dick or Jane. Most companies involved 
in Adopt-a-School and other partnerships with America's 
schools mean well. Along with the Business Roundtable, they 
believe that "How well we educate all of our children will de- 
termine our competitiveness globally, our economic health 
domestically and our communities’ character and vitality.” 
The trouble comes when the bosses try to be bossy and tell 
school boards and teachers how to do their jobs. 

The temptation for businessmen to intervene is strong. 
The schools' products come through their doors seeking jobs, 
and firms do not like what they see. At Motorola, an Illinois- 
based electronics firm, four out of five applicants fail an entry- 
level employment test that requires seventh-grade (12-year- 
old) English and fifth-grade arithmetic. McDonald's has had 
to put symbols of hamburgers, cokes and fries on its cash reg- 
isters because many of its fast-food servers cannot cope with 

:llars-and«ents. 

Tales of a collapse of educational standards are nonethe- 
less exaggerated. One worker in four in America is a college 
graduate, up from one in five a decade ago. The percentage of 
pupils failing to complete high school has declined. The catch 
is that the economy is creating jobs for competent youngsters 
even faster than the schools and colleges can produce them. 
Businesses are having to reach deeper into the barrel in search 
of recruits. For jobs that require mastery of the three Rs they 
are taking on the sorts of youngsters who were previously un- 
employed or hired for undemanding jobs. 

The mismatch promises to get worse if America continues 
to achieve a decent rate of economic growth. Biotechnologi- 
cal wonders notwithstanding, it still takes 18 years to produce 
an 18-year-old and the low birth rate of the 1970s means that 
their number is set to decline over the next few years. The 
young white males whom business recruiters covet will be in 
especially short supply. 

Americans expect companies to be involved in local af- 
fairs, and most of the partnerships with business that now 






































cover three-quarters of the country’s schools are uncontro- - 
versial. Nobody grumbles when a company donates surplus 
equipment, sponsors internships for science teachers, puts up - 
a school laboratory, provides field trips, pays for football 
forms or encourages employees to participate in a school's - 
activities. The problems begin when businesses try to get di 
rectly involved in the way children are taught or the wz 
schools are run. ' | 


Black marks for company schools 


A company lobby:ng to "revamp the school system and it ts 
operations and governance", as a big conglomerate claims it 
has successfully done in Chicago, i is bad enough. Still worse is 
the creation of an elementary school in the slums of the s 
city by a coalition of 60 companies. Imagine the fuss if trad de 
unions did it. However pure their motives, businesses haver 1o 
standing or qualifications as school owners or administrators. 
Schools are a public good. They prepare children for life, 1 5 t 
just for employment. How much should be spent on ed 
tion, and what and how children should be taught, are issu es ) 
for teacher’: parents and, in America, local governments t 9 
decide—not for corporate boards, whose main responsibilit 
is to their shareholders. By all means lobby governments to Oo 
offer better education. But the fortunes of a town's schools 
cannot be made dependent on a paternalistic company r re 
maining profitable and immune from takeover. 

None of these objections applies to companies providing 
remedial education. Aetna Life & Casualty has been teachin; 
job-entrants how to communicate with fellow wee 
well as how to behave and dress at work; that is a legiti nate 
use of company money. So is a Virginian nut-processing com- 
pany using rap-style, country and jazz songs to help illiterate 
workers master the harder letters of the alphabet. Firms a 
ways face the snag that people they train are free to move ti 
firms that don’t spend a dime. But, along with its pre 
vantages, experience does indicate that remedial education 
promotes loyalty to the employers who provide it. iH 
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 Single-market phooey 






























Europe's 1992 plans are still threatened by tax inspectors 


< | XO YOU imagine post-1992 Europeans being able to send 
SA things by post throughout the European Community as 
easily as within their own countries? You could be wrong. Do 
|. you imagine that small companies will be able to sell directly 
_ by mail-order to customers across the EC, as they do in Amer- 
ica? You are certainly wrong. Do you imagine that sales of 
- goods and services between EC countries will soon be indistin- 
guishable from sales within a country? Wrong again. By such 
simple yardsticks, Europe's much-vaunted “single market” is 
set to remain a fraud. 

— Tax has always promised to be the Achilles heel of the 
1992 project. Europe's rates of value-added tax and excise du- 
ties differ too much to survive a truly open market. The way 
governments insist on collecting VAT on the full value of 
‘something acquired on their territory—even if most of its 
value was added elsewhere in Europe—makes the market 
much harder to unify. These dangers have long been obvious. 
They have provoked more shuffling of feet, staring out of win- 
dows and glazing of ministerial eyeballs than any of the 278 
_ other measures needed to make the single market work. 
-Indifference is becoming deceit. The official news from 
Brussels is that heartening progress is being made towards a 
Europe without fiscal frontier controls. Hardly. It is still un- 
certain whether people will be free to take as much as they 
want across European frontiers. There is no agreement on 
what to do, or not to do, about differences in excise and VAT 
rates. The only thing agreed is that there should be no checks 
of tax-papers at frontiers on commercial traffic across the EC: 
such checks will involve buyers and sellers in extra paperwork 
instead. Governments are removing border controls by devis- 
ing bureaucratic substitutes for them, not by removing the 
underlying need for them. 

. Finance ministers know this, but have postponed until 
1996, at the earliest, a fraud-proof vAT system that would in- 
deed allow Europe to be a single market. Part of the problem 
is that the new tax commissioner, Mrs Christiane Scrivener, 


K 


It's what Britain needs in its next budget 


TL; OR the British economy, the pre-budget rituals have be- 
A gun. Over the weekend of January 12th-14th the chancel- 
lor, Mr John Major, will discuss his strategy with officials at a 
rural retreat. A fog of secrecy has descended on the Treasury, 
and it will not lift until budget day. In the meantime, though 
there will be no lack of unsolicited advice from outside, de- 
bate is forbidden. The result of this procedure is not so much 
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r wonderful thing, dullness 





has been too much of a pushover for national governments 
where her predecessor, Lord Cockfield, was maddeningly 
dogmatic. But the failure of both styles points to the deeper 
problem: Europe's governments cannot face the fiscal conse- 
quences of the market they say they want. 

Mail order is a good example of this backsliding. Many 
American companies have prospered by direct-selling across 
America via the order-form or telephone number included in 
their advertisements: Apple Computer came out of its Cali- 
fornian garage that way. The EC governments will insist that 
mail-order sales involve the appointment of a sales agent in 
each country to levy that country's rate of tax. Tell that *^ 
Europe's garage-based entrepreneurs. As for gifts-by-ma _ 
they will have to carry a sticker telling local tax inspectors that 
they are not worth too much. How much remains unclear. 


Let VAT do its elegant best 


At the least, governments should waive the "tax at destina- 
tion" rules in both these cases—which is effectively what 
American states do. But as governments wrestle with such 
problems of tax-leakage, they are coming to realise that the 
only workable way forward is for Europe's VAT system to treat 
the EC as one market. This is not merely because having a 
special VAT regime for "exports" and "imports" within a sin- 
gle market is absurd, but mainly because that regime kills one 
of VAT's best features. The elegance of VAT is that it is self- 
policing: proof of a seller's collection of tax is evidence of the 
buyer's right to a tax deduction. It is the breaking of this 
chain at national frontiers that makes border controls or bu- 
reaucratic substitutes necessary. 

Governments should allow VAT paid anywhere in the EC 
to be VAT-deductible everywhere else. They should then use ^ 
simple settlement system to steer the accustomed tax flows 
each exchequer. They have already conceded the need for 
this in principle, but would rather delay fiscal 1992 until after 
1996, without saying so. Their ruse has been spotted. 








a greater tendency for chancellors to make mistakes (though 
they frequently do) as a temptation to produce budgets that 
are more interesting than they should be. 

Mr Major's predecessor, Mr Nigel Lawson, took particu- 
lar pride in surprising City scribblers with his announce- 
ments. Mr Major seems better equipped to be boring. That 
will admittedly be a curse so far as tax reform is concerned, 
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because further Lawsonian radicalism would be welcome in 
several areas. But it will be a great blessing for macroeconomic 
policy, where chancellors should resist the temptations of of- 
fice and always strive to be as dull as possible. 

Partly because Mrs Thatcher’s first two chancellors were 
so macroeconomically interesting, the economy has had and 
is having a bumpy ride. One rationale for interesting budgets 
is the myth of fine-tuning. Mr Major, it is said, must use the 
budget to rescue Britain from a looming collapse in output. 
Or else he must do the opposite, and arrange a faster, steeper 
recession so that the economy will be sure to recover before 
the election of 1992. Either approach would be refreshingly 
bold, and recklessly wrong. 

Governments cannot predict the scale or timing of reces- 
sion and recovery, still less influence them in a usefully reli- 
able way. The levers at Mr Major’s disposal—taxes, public 
spending and short-term interest rates—are loosely and er- 
ratically connected to the real economy. Sensible macro-pol- 
icy can therefore aim to do no more than keep demand grow- 
i~gat a steady, non-inflationary pace. Even this modest goal is 

. ttremely difficult to achieve. The past few years have given 
ample proof that private-sector decisions over saving and bor- 
rowing can swamp the comparatively puny influence of pol- 
icy. In the face of these difficulties, aiming to do more than 
stabilise demand is worse than useless: it plunges financial 
markets into uncertainty, and thus makes greater economic 
instability all the more likely. 

In macro-policy, Mr Major's starting-point should be to 
ask whether demand—not output—looks set to grow too 
quickly or too slowly next year. The best available guess is the 
one his officials will present to him this weekend. The most 
recent public version was released in November. Assuming 
no change in policy, it showed growth in money-GDP (the 
broadest measure of demand) slowing from an expected 812% 
in the financial year 1989-90 to 67/96 in 1990-91. 

This looks about right. Money-GDP growth of 61/296 would 
allow, for example, inflation of 596 combined with real output 
growth of 11/96. This is what November's forecasts predicted. 
Equally, though, money-GDP growth of 6/96 would allow in- 
flation of 396 and output growth of 312%, or inflation of 8% 

id a fall in output of 17296. Macroeconomic policy has no 


The momentum of managed trade 


Europe is about to compound America's mistaken chip-trade deal with Japan 


by striking one of its own 


F CONSISTENCY is the hobgoblin of little minds, no- 

body can accuse trade officials at the European Commis- 
sion of being small-minded. In 1988 the commission won a 
ruling by the GATT that the 1986 semiconductor trade agree- 
ment between America and Japan was an illegal quota system. 
In an effort to protect American chip producers, the agree- 
ment set floor prices for a ubiquitous commodity chip called a 
DRAM; it also pledged the Japanese to maintain the agreed 
prices in third markets, including Europe. Quite rightly, Eu- 
ropeans complained that this was an illegal price-fixing cartel 
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say in what the split will be. All the chancellor can be sure of is 
the following. A faster reduction in money-GDP growth would - 
increase the risk of a really damaging recession. To relax, on — 
the other hand, and keep money-GDP growing as quickly as - 
last year would be even more dangerous. Inflation would be 
slower to fall, and the financial markets, taking fright at the 
prospect, might drive the pound sharply lower. That could 
force the government to slam on the brakes all the harder. _ 
A wise Mr Major will therefore decide that the overall. 
stance of macro-policy is roughly correct. He might then 
choose to alter its mix—aiming either for looser fiscal policy 
combined with tighter monetary policy, or fiscal tightening 
together with looser money. If the budget is fiscally neutral, it 
is likely that the government will be able to cut interest rates 
during the course of this year without causing the pound to 
collapse. A fiscal expansion (overall tax cuts and/or higher 
public spending) would postpone lower interest rates, and 
might even force them higher. In contrast, tighter fiscal policy 
might let interest rates fall further and sooner, but with a 
greater risk of an unhelpful fall in sterling. Mr Major's best 
bet is to leave (inflation-adjusted) taxes broadly unchanged. - 


The acid test A 
Sensible macro-policy can limit the pain that Britain will face 
in 1990 but not eliminate it. The depth and duration of the. 
slowdown will depend mainly on the changes that Mrs. 
Thatcher's government has wrought in the country's micro- 
economic fabric. The more adaptable the economy's workers 
and producers, the more the slowdown in demand will appear - 
as a fall in inflation. In a flexible economy, sluggish deman i 
cuts inflation by keeping wages in check. Flexible economies 
also respond to shrinking domestic markets by selling more 
abroad; this does not reduce inflation in itself, but it speaks o 1 ; 
producers that can contain costs and stay competitive. So far, - 
the signs are mixed. Wages are not responding to w el 
mand. Export volumes, however, have begun to grow fas 
than import volumes; the trade deficit looks set to narrow 
faster than earlier forecasts predicted. 

The economy's response to slower demand in 1990 an 
1991 will be the sternest test that the “Thatcher miracle" has | 
had to face. Aptly, the next election hangs on the result. — 
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damaging to European chip consumers. Now, in an impres- 
sive display of mental agility, the commission is about to con- 
clude its own price-fixing agreement with Japan's chipmakers. 
The European Community's 12 member states are expected 
to bless the deal later this month. n 

The EC's volte-face shows how managed trade, under 
guise of "fairness", establishes its own protectionist momen- 
tum. Despite the GATT ruling, the America-Japan chip agree- 
ment still exists, though in altered form. It is supposed to 
guarantee that America's few surviving DRAM producers c o 
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even though DRAMs have always sold well above the agree- 
ment's floor prices. Once such a bilateral trade deal is struck 
. between Japan and America, distorting trade in cars or 
. microchips, the temptation for the EC to seek a similar pact 
with Japan seems to become irresistible. 

Officials ignore the way that the chip agreement and Ja- 
pan’s restraints on car exports have cost American buyers of 
these products dearly, while failing to foster a more competi- 
_ tive American car or chip industry. The Ec, fearing that ex- 
ports are being diverted from America and attracted by the 
prospect of Japanese concessions on other trade issues, wants 
similar deals. If America protects its chip industries from the 
 perfidious Japanese, say officials, what could be “fairer” than 
to do the same for Europe's DRAM makers? 


t 
E fair as OPEC 

. Fair it may indeed seem, to uncompetitive American and Eu- 
ropean chipmakers. But Japanese firms make 90% of the 
- world's I-megabit DRAMs—the most common variety—and 
eady produce the bulk of the next generation 4-megabit 
chips. The main effect of the EC-Japan agreement will be fur- 
ther to encourage Japanese firms to operate a lucrative cartel. 


A way out for despots 


, 


Always give a tyrant an even break 


TOUD has been the rejoicing at the downfall of ex-General 
1 Manuel Noriega, and louder still at that of Nicolae 
‘Ceausescu. But how much better it would have been had they 
both gone years ago. One of the many shortcomings of dicta- 
tors is their long goings. So why not have an orderly retire- 
ment programme for the world’s despots? They won't all take 
advantage of it, but if it were to cut short the rule of only half 
a dozen, and do so without the bloodshed and destruction 
seen in Panama and Romania, it would have done a good job. 
As it is, for those dictators tempted to linger, Ceausescu's end 
is an example pour encourager les autres. 

. At present dictators have no incentive to abdicate grace- 
fully. They hang on to power because, if they relinquish it, 
they face at best a lifetime of drab exile, at worst the firing 
squad; there can also be an embarrassing show trial. Offer 
em the chance of a quiet retirement, similar to the contem- 
ative life embraced by South Korea’s ex-President Chun 
oo Hwan in a monastery, and you might attract their inter- 
est if that would save their skins. Throw in the promise of 
immunity from prosecution, and they would have the assur- 
ance of a jail-free old age. Bur it still might not be enough. It 
yoes against the grain but, if the scheme is to work, the old 
rogues will have to be allowed some comforts. Justice would 
be the loser, but peace and democracy the winners. Certainly, 
it would save a lot of unpleasantness. 

_ The procedure for the orderly transfer of power would be 
simple enough. In essence it has already been rehearsed often 
enough in Latin America. When the time came, the tyrant 
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not get dragged down by another plunge in Japanese prices, 
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That is as nonsensical as it would have been in 1970 for the 
West to demand that Arab oil exporters set up OPEC and raise 
prices, so as to create a "healthy climate" for Texas wildcat- 
ters or North Sea oil wells. 

American and European supporters of such pacts argue 
that Japanese chip producers are vertically integrated elec- 
tronics companies that use chips themselves—so they can 
and will dump excess chips at below production cost. Yet the 
biggest memory-chipmakers in America and Europe—IBM, 
Philips, Siemens and sGs-Thomson—are also vertically inte- 
grated manufacturers who use chips to make many things. lf 
dumping chips is such a successful strategy for the Japanese, it 
should also be a winner for the likes of Philips, Siemens and 
Thomson. In fact, not one of these companies feels able or 
willing to assault the DRAM market. 

To coddle them, the Ec will encourage Japanese electron- 
ics companies to suspend fierce competition among them- 
selves and so reap cartel profits from DRAMs at the expense of 
European users of chips, who will then face even tougher 
competition from the same Japanese firms in their own m: 
kets. That is what has already happened in America. The E_ 
should remember the arguments it used to win its case before 
GATT in 1988. It was right the first time. 








would be assured a safe passage to a country willing to act as 
temporary refuge, perhaps after a spell in its embassy (the am- 
bassador might insist on a ban on amplified heavy metal, or at 
a minimum on the right to choose the music). All this would 
take place in as brisk, efficient and gentlemanly an atmo- 
sphere as possible. 


From Elba to the Falklands, via Hawaii 


The awkward bit would be fixing the amount of cash the t. 
rants could take with them; they tend to want the entire trea- 
sury. A solution would be to put them all together in a remote 
spot where they could enjoy a few luxuries and reminisce 
about the merits of different forms of torture. Their material 
needs would be met from a fund administered by the United 
Nations. Thus they would be spared the fate of Idi Amin, who 
had his telephone cut off by his Saudi hosts when his monthly 
bill reached £10,000, and Jean-Bedel Bokassa, who had his 
water supply stopped by the French. 

Where? Baby Doc's hotel in the south of France is one 
possibility, but that could be hard on the neighbours. An is- 
land seems more suitable, St Helena maybe, or perhaps the 
Falklands. There they could take a leaf out of Napoleon's 
book and grant themselves grandiloquent titles: he chose Em- 
peror and Sovereign of the Isle of Elba. 

Management by Club Med? Catering by the Crown 
Agents! Telephones by Cable and Wireless? Security by 
Mossad? Let the bidding begin. 








EASTERN EUROPE'S ECONOMIES 


What is to be done? 


To clean up the shambles left by communist mismanagement, Eastern Eu- 
rope must take a swift, dramatic leap to private ownership and a market 
system. West Europeans must help it do a welcoming it as partner in a 


unified European market. So says Jeffrey 


achs, Harvard professor and 


economic adviser to the governments of Poland and Yugoslavia 


HE first, basic steps to the transforma- 

tion of Eastern Europe’s centrally 
planned economies are two. One, the east- 
ern countries must reject any lingering ideas 
about a “third way", such as a chimerical 
"market socialism’’ based on public owner- 
ship or worker self-management, and go 
straight for a western-style market economy. 
Two, Western Europe, for its part, must be 
ready and eager to work with them, provid- 
ing debt relief and finance for restructuring, 
to bring their reformed economies in as part 
of a unified European market. 

The main debate in economic reform 
should therefore be about the means of 
transition, not the ends. Eastern Europe will 
still argue over the ends: for example, 
whether to aim for Swedish-style social de- 
mocracy or Thatcherite liberalism. But that 
can wait. Sweden and Britain alike have 
nearly complete private ownership, private 
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financial markets and active labour markets. 
Eastern Europe today has none of these in- 
stitutions; for it, the alternative models of 
Western Europe are almost identical. 

The process of transformation will be 
difficult, and a shared vision in East and 
West of joining in a unified European mar- 
ket will be vital in keeping it on track. Such 
a market is the key for Eastern Europe's 
hopes of getting the new technologies, man- 
agerial talent, organisational methods and 
financial capital needed to overcome the dis- 
mal economic legacy of the past 40 years. 
For the West, the reintegration of Eastern 
Europe into the market system will offer not 
only enormous investment and trade oppor- 
tunities but also the best hope that the un- 
leashed energies of the East will be chan- 
nelled into peaceful and constructive 
purposes rather than into a renewal of an- 
cient national rivalries. 





The economic and political complex- 
ities of the transition to a market economy 
argue strongly for a decisive and compre- 
hensive approach, such as the new Polish 
economic programme, introduced on Janu- 
ary Ist. Poland's goal is to establish the eco- 
nomic, legal and institutional basis for a pri- 
vate-sector market economy in just one year. 
Other countries should pursue programmes 
of similarly rapid transformation, tailored to 
national circumstances: as one Polish econo- 
mist has put it, “You don’t try to cross a 
chasm in two jumps”. 


Reform and financial instability 


Past attempts at reform in Eastern Europe 
have had a paradoxical result. The countries 
that have attempted the most market-ori- 
ented reforms—Hungary, Poland and Yugo- 
slavia—are the very ones now suffering the 
greatest economic instability. Poland and 
Yugoslavia have hyperinflations; together 
with Hungary, they face the worst foreign- 
debt crises. Obviously, the reform efforts 
have gone seriously awry. 

The basic reason is that, while the “mar- 
ket” reforms did indeed end central plan- 
ning, they did not create real markets. State 
enterprises were freed from many central 
controls (though prices often remained con- 
trolled), but were still sheltered from compe- 
tition. The private sector remained closely 
circumscribed, and crushed by high tax 
rates and bureaucracy. Private firms were al- 
lowed to fill some gaps left by the state sec- 
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EASTERN EUROPE'S ECONOMIES 


tor—in services, for instance—but not to 
compete directly with it. International 
trade, another potential source of compe- 
tition, was tightly controlled by quotas and 
foreign-exchange rationing. 

This absence of real competition put 
central governments at the mercy of their 
own enterprises. The government could not 
realistically shut any firm down. For a start, 
a firm's financial position gave little indica- 
tion of its true performance, since compe- 
tition was weak and prices still heavily dis- 
torted. Secondly, the firm was most often a 
monopoly supplier. So firms were kept alive 
at any cost, including cheap credit, subsi- 
dies, tax breaks and the like; they operated 
under "soft budget constraints", in the 
phrase of Janos Kornai, the path-breaking 
Hungarian economist who predicted and 





Market force 


A. THE grand old age of 35, Jeffrey 
Sachs, a professor of economics 
at Harvard, is the leading western ad- 
viser to the economic reformers of 
Eastern Europe. 

He was already advising Latin 
American governments when last 
year the then Polish government, fac- 
ing economic chaos and huge exter- 
nal debts, contacted him with the 
proposal that he do the same for it. 
His answer was: "Call me again when 
you've legalised Solidarity." Within 
weeks it happened, and he was al- 
ready working with Solidarity activ- 
ists on a programme of economic re- 
form before they got into power. 

Last autumn he was asked to ad- 
vise the Yugoslavs by the current 
chairman of their federal presidency, 
Janez Drnovsek, whom he had met 
when Mr Drnovsek, an economist, 
was first making his mark in politics. 





























explained this pathological condition. 

Knowing the government would always 
bail them out, state enterprises acted accord- 
ingly. As decentralisation increased, work- 
ers and managers found new ways to appro- 
priate the enterprise income for their own 
benefit. For example, workers pressed for 
ever-higher wages, which their managers 
routinely granted; both knew that the gov- 
ernment would make up for the firm's 
higher wage costs one way or another. 

Similarly, managers were eager to ar- 
range whatever foreign loans they could, 
whether or not the money could be invested 
profitably. The loans were a one-way bet: if 
the project worked, the managers and work- 
ers would benefit; if it failed, the state would 
have to bail out the firm by taking the loans 
over. Indeed state enterprises were often al- 
lowed to borrow abroad with the explicit 
guarantee of the central government. The 
process was an invitation to irresponsibility. 
Much of Eastern Europe’s $100 billion or so 
of western debt started out as loans for en- 
terprise investments, and ended up in the 
hands of central governments. 


The way ahead 


So the reforms under communism were nec- 
essarily self-limiting, and thereby self-defeat- 
ing. But after the democratic revolution of 
1989, Eastern Europe can move beyond the 
failed "market socialism" and create a real 
market economy with a large private sector 
and free trade. Countries that have not yet 
given up central planning, such as Czecho- 
slovakia, may require more time to set up 
market institutions; but they can also avoid 
some of their rivals' transition pains, by rec- 
ognising the dual need to create real compe- 
tition and to keep financial discipline over 
state enterprises. 

There should be four simultaneous 

parts to a programme of rapid market trans- 
formation. First, let prices find market-clear- 
ing levels, in part based on free trade with 
the West. Second, set the private sector free 
by removing bureaucratic restrictions. 
Third, bring the state sector under control, 
by privatisation and by imposing tougher 
disciplines on such state firms as remain. 
Fourth, maintain overall macroeconomic 
stability through restrictive credit and bal- 
anced budgets. Thus: 
@ From the outset, governments should 
strive to create a set of market-clearing rela- 
tive prices. Price controls should be ended, 
subsidies reduced or eliminated, and the 
economy opened wide to international 
trade. Sensible prices are vital for efficient 
resource allocation. And with market-clear- 
ing prices and competition from foreign 
trade, governments will have a strong and 
demonstrable basis for closing down enter- 
prises that suffer chronic losses. That in 
turn will send ripples of discipline through- 
out the state sector. 

In order to have free trade, the currency 
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must be convertible; importers must be able 
to receive foreign exchange on demand. 
Convertibility has long seemed a distant 
dream to many economists in Eastern Eu- 
rope, yet it can be accomplished rapidly 
through sharp devaluation combined with 
restrictive macroeconomic policies and fi- 
nancial control over state enterprises. It is 
one of the most vital steps toward market 
competition. Since the East European coun- 
tries are small economies close to Western 
Europe, open trade will provide an immedi- 
ate source of strong competition for the 
state enterprises. 

@ The second part of the programme is 
eliminate restrictions on private econon. 
activity. New commercial laws must be pre- 
pared, or old ones dusted off (Poland will 
start by updating commercial codes from 
the 1930s); company laws should allow for 
the easy establishment of new enterprises; 
tax laws should remove the punitively high 
marginal tax rates that are now common; 
and various licensing restrictions now ap- 
plied to international trade and domestic in- 
vestment should be eliminated. 

@ The third and hardest part is to discipline 
state enterprises. Part of the solution is obvi- 
ous: drastically reduce their number 
through privatisation. But that will take 
time. Meanwhile, they must be subjected to 
real market disciplines: by allowing private 
firms and importers to compete; by elimi- 
nating subsidies, cheap credits and tax con- 
cessions: by ending borrowing on the basis 
of central-government guarantees; by anti- 
trust policies to break up industrial giants; 
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and bv forcing loss-makers to close. 

e The fourth need is to establish price stabil- 
ity (in the high-inflation countries), or to 
maintain it (in places like Czechoslovakia 
where inflation has been low). This can be 
done mainly through tight monetary and fis- 
cal policies. In practice that will require bal- 
anced budgets; no more cheap credits for 
state enterprises; and direct controls on 
wage-setting, given that these enterprises 
have little incentive to restrain wages. 

One part of the economy that will take 
time to put on a market basis is trade with 
the Soviet Union. Countertrade will con- 
tinue, but Finland has shown that some 
countertrade can be incorporated into an 
otherwise well-functioning market econ- 
omy. Still, as soon as possible, the East Euro- 
pean countries should take up the Soviet 
Union's recent offer to trade on a more mar- 
ket-oriented basis, with accounts settled in 
hard currency. In the short run that may 

rt them somewhat, as the Russians cut 

ck on imports of low-quality machinery. 
But the increased rationality of resource use 
will easily justify the transition costs. 


The need for speed 


The transition programme (except for pri- 
vatisation and Soviet trade) can be decisive 
and rapid. There are several reasons why it 
should be. 

The first is that reform is a seamless 
web. Piecemeal changes cannot work, since 
each part of the overall reform has a role in 
strengthening the other parts. Financial 
control of the public sector requires active 
competition. That in turn depends on free 
trade and free access to foreign exchange. 
Currency convertibility at a stable rate in 
turn requires restrictive monetary and fiscal 
policies. So macro- and microeconomic re- 
forms must go hand in hand. 

A second reason is the state of the bu- 
reaucracy. Throughout Eastern Europe 
,  ,mmoth bureaucracies remain in place, 

ready to continue the mismanagement of 
the microeconomy. New governments can- 
not change their course, nor replace them. 
The solution is to sidestep them, by letting 
market forces do their jobs. A sharp deval- 
uation, for example, can eliminate bureau- 
cratic allocation of foreign exchange. 

A third reason is the sheer scale of the 
needed adjustments. Some sectors, notably 
in protected heavy industry, will have to 
shrink; others, particularly services and 
housing construction, must expand sharply. 
These changes will eventually produce great 
benefits, but they will be opposed by many 
in the shrinking sectors. Populist politicians 
will try to hook up with coalitions of work- 
ers, managers and bureaucrats in hard-hit 
sectors to slow or reverse the adjustment— 
just as they have, successfully, in Argentina 
for more than a generation. So it is crucial to 
establish the principles of free trade, cur- 
rency convertibility and free entry to busi- 
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ness early in the reform process. 

A fourth reason for dramatic action, at 
least in Poland and Yugoslavia, is that the 
starting point is hyperinflation; which, if 
not decisively controlled, ravages societies 
by undermining tax systems, the budget pro- 
cess and, in time, the most elementary func- 
tions of the state. Argentina, Brazil and Peru 
provide stark illustrations of the failures of 
gradualism in ending it. 


Poland as pioneer 


Poland will bring in the first comprehensive 
market-oriented reforms in Eastern Europe. 
Yugoslavia will undertake a similar pro- 
gramme, especially as regards free trade and 
currency convertibility, but without Po- 
land’s timetable for dramatic privatisation. 

Poland’s shock programme emphasises 
monetary and fiscal discipline, aimed at: cut- 
ting 6% of GNP from the budget deficit; free 
trade, with convertibility of the zloty for vir- 
tually all trade with the West; decontrol of 
almost all prices; an end to most consumer 
subsidies; various legal changes designed to 
strengthen the private sector; and the 
groundwork for widespread privatisation of 
state enterprises. 

The programme, overseen by the dep- 
uty prime minister, Mr Leszek Balcerowicz, 
began on January 1st with several sharp pol- 
icy changes. Coal prices were raised several- 
fold, as subsidies were sharply cut. The zloty 
was devalued to allow for convertibility. 
These steps will raise overall prices in Janu- 
ary by 45-50%. At the same time wages are 
to be sharply controlled in the state sector, 
so that the devaluation and cuts in subsidies 
do not get dissipated in wage rises. 

All this will reduce real wages sharply in 
1990, by 20% or so relative to 1989. That is 


a brave step. But this decline will not mean 
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an equivalent decline in actual living stan- 
dards. These will in fact fall much less 
sharply, bolstered by the end of shortages 
and of the "inflation tax” now eating away 
at households' cash balances; genuine gains 
not reflected in the real-wage index. 

Nonetheless, there will inevitably be 
pressures for wage increases, which the gov- 
ernment must firmly resist. If it does so, in- 
flation should subside rapidly. In Bolivia a 
similar programme required just nine days 
to stabilise the price index after a 24,000% 
inflation in the preceding 12 months. In Po- 
land the return cf price stability should be 
plainly evident by the spring. 

The real test of the Polish govern- 
ment—in addition to firmness on wage-set- 
ting—will be whether the central bank 
sticks to its policy of tight credit; even as lay- 
offs and plant closures begin to mount. lt 
began to tighten credit last autumn, declar- 
ing itself ready to let loss-making firms go 
under, as part of the necessary restructuring. 
The early reactions are favourable: manag 
ers are scared about plant closures—and 
therefore alert to profitability—for the first 
time in memory. 

Yet the government's declaration that 
"we will accept bankruptcies" has been the 
unfulfilled promise of many governments in 
Eastern Europe for a decade. If the Polish 
government weakens, so that deadbeat firms 
are kept alive with new credits, not only will 
resources remain tied up in the wrong sec- 
tors, but the money supply will get out of 
control. 

Western observers should not over- 
dramatise lay-offs and bankruptcies. Poland, 
like the rest of Eastern Europe, now has too 
little unemployment, not too much. Jacek 
Rostowski, of London University, has been 
right in emphasising that much of the wage- 
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push pressure is the result of economies run- 
ning at unsustainably low rates of unem- 
ployment. Unemployment rates even above 
the natural rate (which might be 596 or so) 
should be expected—and tolerated—for a 
few years, as workers move from industry 
into services and construction. Nor should 
the Polish government be so fearful of lay- 
offs as its predecessors were. A growing pri- 
vate sector will absorb workers; the profit- 
ability of firms will provide an accurate 
gauge as to which ones should be closed; 
and a social safety net, including unemploy- 
ment insurance and job retraining, will be 
established in Poland in 1990. 

Note that the Poles will not take special 
measures to absorb a “monetary overhang”, 
as might be necessary in some other East Eu- 
ropean countries and the Soviet Union. 
There, money balances have accumulated 
because of large budget deficits combined 
with repressed prices; in Poland the excess 
money growth was dissipated by high infla- 
tion. Real money balances were low, not 
high, at the start of the programme. 


The puzzles of privatisation 

Mrs Margaret Thatcher, the world's leading 
privatiser, has overseen the transfer of a 
handful of state enterprises in a decade. Po- 
land has more than 2,500 enterprises that 
should be candidates for privatisation. The 
great conundrum is how to privatise such an 
array, in a manner that is equitable, swift, 
politically viable and likely to create an effec- 
tive structure of corporate control. 

The complications begin with the fact 
that the ownership of state enterprises in 
Eastern Europe is already politically con- 
tested. Workers often wonder what the fuss 
is about, since, of course, they own the 
firms. Many managers have simply assumed 
the right to trade, lease, merge or even sell 
their firm's assets, often for their own en- 
richment and to the fury of the public. 

Privatisation should begin by establish- 
ing that central government owns the enter- 
prises and alone has the power to privatise 
them. Workers' claims to ownership should 
be rejected on grounds of social equity: the 
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industrial workforce represents only 30% of 
the labour force and 15% of the population. 
The workers’ claims can, however, be par- 
tially recognised by giving them preferential 
access to some shares in their firms, and a 
seat on the corporate board, as provided by 
company law in parts of Western Europe. 
The government must also stop managers 
walking away with state property. Conflict- 
of-interest laws should be used to prevent 
them laundering state assets through 
dummy private-sector corporations. 

The overriding aim should be to trans- 
form state enterprises into private corpora- 
tions, with transferable ownership shares, 
rather than, say, into co-operatives or firms 
self-managed by their workers. Worker- 
management (except for small-scale, labour- 
intensive operations) puts workers at exces- 
sive risk and cuts the firm off from the 
capital markets, since outside investors 
know the workers can vote themselves 
higher wages out of profits. Governments 
must devise mechanisms that are rapid, but 
also transparent, for selling the firms. 

In general, shares can be auctioned to 
the public, with a portion sold at a discount 
to the firm’s workers. But many other ar- 
rangements, such as joint ventures or merg- 
ers with private firms, will also be needed. 
Governments will almost certainly regulate 
the participation of foreigners in these auc- 
tions. The firms should be sold for cash, not 
through swaps for foreign debt; the govern- 
ments need the cash, and should seek more 
direct ways to debt relief. 

The treasury in each country should 
oversee the process. But it is vital to estab- 
lish institutional mechanisms to insulate 
treasuries from undue political interference, 
and to make use of expert financial advice. 
To this end, each country might establish a 
standing commission of international legal 
and financial experts, with fiduciary respon- 
sibilities, to advise on proposed privatisa- 
tion deals. The commission could verify that 
proposed deals, above a certain size, meet le- 
gal standards; that competitive bidding pro- 
cedures are being followed; and that the fi- 
nancial arrangements for the treasury are 
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acceptable. Such a panel will be especially 
important in reviewing transactions that in- 
volve foreign investors. 


The role of the West 


Western governments are only now begin- 
ning to recognise how much they must do to 
support the changes in the East. They must 
provide more leadership and vision, and far 
more generous financial support. 

The most fundamental support needed 
is acommitment to incorporate the East Eu- 
ropean countries into a common European 
market. As Eastern Europe ends trade re- 
strictions and makes currencies convertible, 
Western Europe must be prepared to accept 
new imports from it. That means in agricul- 
ture as well as manufacturing: pig-farmers in 
the EC will just have to accept that free trade 
in Polish hams is a price to be paid for livi 
in a united and democratic Europe. 

At the same time the Cocom restric- 
tions on exports of most high-technology ci- 
vilian goods to Eastern Europe can, after a 
prompt review, be lifted. These restrictions 
have bizarre and unintended effects. Po- 
land's central bank cannot get the commu- 
nications equipment necessary for rapid 
cheque-clearing, nor its telecoms authority 
the switching equipment needed to upgrade 
the notorious Polish telephone system. The 
Solidarity newspaper cannot buy the Apple 
computer it needs for efficient typesetting. 

As East European economies become 
more integrated with the West, they will 
tend to become more integrated with each 
other, as part of an expanding common 
market. But efforts to promote East Euro- 
pean integration make sense only if they ac- 
celerate, rather than try to replace, what will 
occur naturally in a united European mar- 
ket. The East European common market 
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Amazing BBC video language course 
assures your success at Basic French*! 


Now, Video 
Turns Your TV 
into a Private 
French* Tutor! 


Imagine learning French as ef- 

fortlessly — and perfectly — as if 
you were a child in France! Seems impos- 
sible. But now you can. The world's fore- 
most teachers of language, the British 
Broadcasting Corporation, have har- 
nessed the power of video learning to 
create the first complete home video lan- 
guage course! 

The BBC World Service Video Lan- 
guage Course, now available in the USA, 
'e^ches you beginning French and Span- 

the same simple, permanent way you 
learned English as a child! It's easy, fun — 
and effective! 


Now, you can learn a language 
as easily as a child does! 


It's a fact that children learn language 
more easily than adults. Why? Because 
children absorb and learn language at a 
startling rate by experiencing it in every- 
day life. The good news is that adults 
can still tap into this natural ability to learn 
language. But the answer is not through 
boring drills and textbooks. The key to 
understanding a language is experienc- 
ing it...hearing it, and seeing it used 


Breakthrough: The Power of Video 


The BBC World Service Language 
Course harnesses the power of video. You 
learn the basics of a foreign language by 
experiencing through sight and sound 
The BBC Video Course stimulates your 
natural language skills to achieve fast, 
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intuitive learning, using colorful and 
amusing animated characters to put you 
in a relaxed, uninhibited state of mind. You 
learn a foreign language the way you 
learned English — you experience it in a 
way that would never be possible with 
textbooks or audiotapes alone. 


See and Learn! Listen and Learn! 


The method is direct. Visual. Effective. 
You'll sit back and relax. No tension or 
stress. You'll be a kid again — absorbing a 
language the same way you learned 
English! Through /isten-and-learn and 
see-and-learn, you'll begin learning a for- 
eign language from the very first day! 
Everything you need to master beginning 
French and Spanish is included. Four col- 
orful, animated video cassettes — two in 
English and two in the foreign language. 
Six audio cassettes to use when reading 
or in the car. And an excellent workbook/ 
study guide to accompany the audio- 
visual course 


Order Now at No Risk! 


The BBC World Service Video Language 
Course is just $169 (plus $5 shipping/han- 
ding) — payable in convenient monthly 
installments. Your satisfaction is com- 
pletely guaranteed: you may return the 
course within 15 days for a full refund. 
Order today from Easton Press Video, 47 
Richards Avenue, Norwalk, Conn. 06857 


Call Toll-Free: 1-800-367-4534 
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that some suggest as a precursor to integra- 
tion with the West would simply be a poor 
man's club. The answers to Eastern Eu- 
rope's needs lie mainly in integration with 
Western Europe, whose market is perhaps 
15 times as large. 

As well as trade liberalisation, Eastern 
Europe will need financial support. The 
most urgent kind will be grants or loans di- 
rected mainly to building up its foreign-ex- 
change reserves—rather than increasing im- 
ports—to help stabilise exchange rates and 
establish convertible currencies. IMF loans 
help to do this, but they are too small. From 
western governments Poland has received 
just $1 billion for this purpose, after much 
haggling among the lenders. 

The second kind of support needed will 
be money to help finance a social safety net 
for the region. The West moved rapidly to 
provide food aid for Poland. But when the 
Poles asked the World Bank for cash to sup- 
port workers dislocated at the start of 1990, 
the Bank reacted in slow motion, suggesting 
that a fraction of the sum requested might 
be available by next summer. 

The third kind of support is cancella- 
tion of most of the debt owed to western 
governments and banks. Poland owes some 
$40 billion, Yugoslavia, Hungary and East 
Germany around $20 billion apiece—all 
these figures are pretty uncertain. Any at- 
tempt to collect more than a small share of 
these or the lesser sums owed by other coun- 
tries would subject Eastern Europe to finan- 
cial serfdom for the next generation; a plight 
that would be particularly bitter since the 
debt is a legacy of communist mismanage- 
ment, over which the public had no control. 

The debts should be reduced cleanly, 
not in a long-drawn-out battle. If commer- 
cial banks are not pressed by western gov- 
ernments to accept a straightforward pack- 
age of debt reduction, they will fight to 
collect fully, and, failing that, will press for 
debt-equity swaps and other inadequate ap- 
proaches to debt relief. That would gravely 
threaten the overall effort of reform. 

West Germany, of all nations, should 
champion the cause of debt relief. After 
each world war the Germans had to grapple 
with a crushing debt burden. Relief came 
too late the first time, only after Hitler’s rise 
to power had confirmed Keynes’s prophetic 
warnings to the victors against trying to col- 
lect reparations. In 1953 West Germany's 
creditors showed far more vision, cancelling 
much of its debt and thereby burtressing the 
financial basis for its spectacular economic 
recovery. 

The fourth kind of support needed is 
long-term finance for development. The 
Marshall Plan provided grants, not loans, 
for Europe. Grant aid is again needed, for 
spending on infrastructure and on environ- 
mental control. But most proposals from 
Western Europe are for loans. And the form 
of these loans could well set back the market 
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reforms. Take a standard official export 
credit from, say, West Germany to Poland. 
A German supplier contacts a Polish state 
enterprise, promising finance for a project. 
Though the loan is guaranteed by the Ger- 
man government, nearly always it must also 
be cross-guaranteed by the National Bank of 
Poland—just the sort of soft option for en- 
terprises that Eastern Europe must avoid. 

Surely the West can do better than this 
in the 1990s. If western governments pro- 
vide loans, these should be the sole respon- 
sibility of the recipient firms, not of their na- 
tional government. The loans should be 
directed specially to the new private sector, 
in particular to small and medium-sized 
firms. And western governments should 
provide finance for an industrial project 
only when the private market also 
puts in some risk capital, with the 
governmental share being a mi- 
nority of the total. 

The French initiative for an 
East European development bank 
must be assessed in this light. 
Debt cancellation must precede 
new large-scale lending by any 
development bank. For infrastruc- 
ture spending the bank should 
provide grants or concessional fi- 
nance, rather than loans on mar- 
ket terms. For other projects it 
should aim its loans mainly at the 
private sector, and only when pri- 
vate money too is at stake. 


Towards growth 


Many recent visitors to Eastern 
Europe have expressed pessimism 
over its future, citing outmoded 
factories, the absence of sensible 
accounting systems, the shortage 
of managers and so forth. The re- 
form process could indeed go off 
track, with political paralysis or 
worse in the East and miserliness 
in the West. But surely we must 
find ground for hope in the great 
talents of the East Europeans, ex- 
emplified by the dignity with 
which they have assumed the 
mantle of political democracy. 
When we look beyond the re- 
gion's shattered economic systems 
at more fundamental features, 
there are reasons for optimism. 
Compared with any region of 
the world at comparable living 
standards (around $2,500 per 
head), the population is highly 
skilled; the resource base is strong; 
income  inequality—responsible 
for so much social strife in Latin 
America—is modest; transport 
costs for exports are low; and the 
industrial base is diversified, 
though outmoded. We can be con- 
fident that a highly skilled Polish 











worker will earn many times his current 
wage of $100 a month once Poland's market 
economy is established and closely inte- 
grated with Western Europe. 

Businessmen, not economists, will de- 
termine the new technologies, organ- 
isational systems and management tech- 
niques that will be the source of Eastern 
Europe's reinvigoration. It is they who will 
develop the new exports crucial for its 
growth. But the energies of business must be 
unleashed, through the combination of 
market reforms in the East and financial as- 
sistance and open markets in the West. It is 
up to politicians to act with vision and dar- 
ing to create the conditions for Eastern Eu- 
rope's economic transformation. 
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The Kaifus come to call 


Japan’s world after the Wall 


FROM OUR TOKYO CORRESPONDENT 


VEN Japan has now scrawled its signa- 
ture on the crumbling edifice of the Ber- 
lin Wall, On January 8th Mr Toshiki Kaifu, 
the Japanese prime minister, landed in West 
Germany. It was the first stop on a ten-day 
tour that was to take him to seven countries, 
1 both sides of the former iron curtain, 
„us the Vatican. It was an ambitious sched- 
ule—and Mr Kaifu was filling it with ambi- 
tious words. He said plainly that Japan in- 
tends to do more in the post-cold-war world 
than simply circulate its goods and money 
through it. The unstated message was that, 
with its American ties under growing strain 
just as the east-west conflict is relaxing, Ja- 
pan will be paying more political and finan- 
cial attention to Europe. It was nothing like 
the old days of Japanese prime-ministerial 
visits to Europe, when de Gaulle would ask 
who the transistor salesman was. 

After the usual photo-opportunity at 
the Wall, Mr Kaifu told his West German 
hosts that Japan had a strong interest in 
helping Poland and Hungary make it. They 
are, after all, the East European countries 
that have fully embraced the free market. 
More to the point, Japan was prepared to 
put its money—almost $2 billion in soft 
loans and technical aid, a lot more than 
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America is offering—where its heart was. 

The package includes $150m in low-in- 
terest currency-stabilisation loans for Po- 
land, $500m each for Poland and Hungary 
in soft loans from the Export-lmport Bank 
of Japan, and $350m-worth of export guar- 
antees for Poland and $400m-worth for 
Hungary. The private sector did its timely 
part (with the help of a fat subsidy for the 
project from the Japanese govern- 
ment): Suzuki Motor announced it 
would build a $140m joint-venture 
car factory in Hungary. 

The other East Europeans should 
read Mr Kaifu's lips. Any who, like 
Hungary and Poland (the last stops 
on his visit), were prepared to em- 
brace the rigours of the free market 
and the scrutiny of the IMF could count on 
the same sort of help from Japan. The bigger 
message, though, was an indirect one in- 
tended for Russian ears. 

Japan was willing to bolster Mr Gorba- 
chev, first by helping to steady Eastern Eu- 
rope, later by giving a hand to Russia's own 
reforms. But there was a clear price to be 
paid: a big Soviet concession over the four 
islands, to the north of Hokkaido, that Ja- 
pan calls its Northern Territories. Japan has 











steadfastly refused to sign a peace treaty with — | 
the Soviet Union until these islands - 

(Etorofu, Kunashiri, Shikotan and the tiny - 
Habomai rocks), which were seized by Rus- 
sia in the closing days of the second world — 
war, are returned. Russia, just as stubbornly, — 
has always said no. i 

The Japanese are expecting no break- — 
through—at least not until Mr Gorbachev 
visits Tokyo in 1991. Even so, Mr Kaifu let it — 
be known that he had asked Mr Shintaro _ 
Abe, a senior ruling-party figure and a for- — 
mer foreign minister, to put the issue of the 
territories at the top of the agenda when he 
went to Moscow on January 15th to meet j 
Mr Gorbachev (Mr Kaifu himself will bein 
Poland that day). In the small things at least — 
the Russians seem keen to oblige. When Mr- 
Gorbachev, pleading the press of domestic - 
business, last week cancelled a planned — 
meeting in Moscow with Britain's Labour 
party leader, Mr Neil Kinnock, the Soviet 
president sent a message to Tokyo saying he 
had plenty of time for Mr Abe. 

Mr Kaifu is not looking only, or even 
mainly, eastward on his European jaunt. Ja- 
pan's trade with Russia and Eastern Europe _ 
amounts to less than a tenth ofits trade with — — 
Western Europe (and less than a fifteenth of. 
its trade with America, see chart). Japan is — 
determined to get a foot in the door of the 
European Community's single market be- 
fore, as it still fears, the Europeans close itto 
anybody outside after 1992. One of Japan's. 
peace offerings will be “Structural Impedi- 
ments Initiative" talks of the EC's very own: _ 
something modelled on Japan's wide-rang- — 
ing talks with the Americans about its infor- - 
mal trade barriers (and America’s), without, - 
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it hopes, the “action-oriented” deadlines 
that threaten a minor trade war between the 
trans-Pacific allies this spring. 
Japan has been growing increasingly 
aware of just how skewed its foreign policy, 
_ trade and investment with the rich world 
. have become—meaning how excessively 
tied to the United States. Japan’s relations 
with America will continue to matter to it 
more than its ties to Europe, just as America 
. will continue to matter more to Europe than 
— Japan does. Japan shelters under America's 
4 military protection more than Europe does, 
AA 


4 
~ i 


Even the Koreas 


FROM OUR EAST ASIA CORRESPONDENT 


S THE bamboo curtain at last begin- 
ning to splinter? When Mr Kim Il 
Sung, the “Great Leader” of communist 
| North Korea, suggested in his new-year 
message that the two Koreas should allow 
free travel across their uneasy border, the 
South thought it was the usual trick. The 
bureaucracy issued an off-the-shelf de- 
- nunciation of the North’s latest attempt 
to mislead the Korean people. 
A week later President Roh Tae Woo 
of South Korea was having second 
|| thoughts. In a press conference on Janu- 
|| ary 10th he "welcomed" Mr Kim's pro- 
posal, and repeated his own idea of direct 
talks between the two sides— preferably at 
the presidential level. As a token of his 
own sincerity, Mr Roh announced that 
the South's annual spring military exer- 
 cises with the Americans, known as 
"Team Spirit", would be smaller than 
usual. Why not come and observe them/?, 


-he asked the North. 


something that means a lot even in these 
peaceful days; and Japan's economy is 
drawn even more than Europe's by the size 
and openness of the American market. 

But a belligerent American Congress, 
impatient with Japan's seemingly reluctant 
and piecemeal opening of its own market to 
goods, services and investment from 
abroad, is threatening retribution. The Japa- 
nese reckon that Europe is once again a 
growth stock—in both its economic power 
and its political importance. Japan would 
like to invest a little more of its portfolio in 


lt may prove to be just another false 
start. The North Koreans began some 
promising negotiations with the South a 
year ago, then huffily called them off in 
protest at last spring's “Team Spirit". The 
North then encouraged students, clergy- 
men and other private citizens from the 
South to come North for a bit of freelance 
diplomacy—which got them locked up on 
their return home. It would have been for- 
givable, in the once-again chilly atmo- 
sphere last autumn, to expect nothing 
from the secret talks the two sides were 
rumoured to be holding. 

But, as President Roh said this week, 
the tides of history were bound to reach 
even North Korea's shores: "The cold war 
politics that divided our land and people 
and plunged us into a fratricidal war is 
now evaporating." The events in Roma- 
nia persuaded China's leaders that they 
had to screw down dissent even harder. 
Little North Korea may possibly be con- 
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the old continent. 

European parochialism, though, is a 
worry—and not just because the Japanese 
are anxious about Fortress Europe. Mr 
Kaifu has been urging his European hosts to 
remember that the "new international or- 
der" emerging as the ex-iron-curtain coun- 
tries vote with their feet, blood and pocket- 
books for the liberal way of life is a 
worldwide affair, not just a European one. 

Europe, he suggests, cannot hope to 
bask in peace while the sensitive parts of 


Asia—Cambodia (where Japan stands ready 





cluding that, for it, a policy of strictly no 
change—exactly the policy Mr Kim has 
espoused—might be too risky. 

That is speculation. What is sure is 
that North Korea's foreign policy—whose 
axiom has been to keep the South iso- 
lated—is in ruins. In the past year Poland, 
Hungary and Yugoslavia have established | 
diplomatic relations with South Korea; in 
his press conference Mr Roh said the 
South would now be trying to round up 
the other East Europeans. China does not 
recognise his government but, as Mr Roh 
took pleasure in pointing out, 20,000 
South Koreans visit China each year, and 
China trades more with the South than it 
does with the North. The most stinging 
slap was delivered to Mr Kim at the end of. | 
last year by the Russians. They already 
have consular ties with the South. Now | 
they will be holding talks on full diplo- | 
matic relations. North Korea is perilously 
close to being all alone. 

Even if the North has decided it must 
move, reconnecting the two halves of the 
severed peninsula would be a painful pro- 
cess. These are no East and West Ger- 
many, which despite the Wall enjoyed a 
modest flow of people, money and in- 
formation over the years. Koreans know 
almost nothing about each other. 

There have been no mail, telephone or. 
road links for a generation; only a few | 
hundred of the 10m families divided by 
the armistice in 1953 have had news of 
their cousins since then. Northerners, 
with their radios and televisions fixed to 
receive only northern broadcasts, are 
deathly ignorant of the outside world. 
Southerners, mostly because of the | 
North's self-imposed isolation but partly 
because of their own government's past 
efforts, have only the vaguest idea about 
life beyond the 38th parallel. 

So it would be a lot of work. Anybody, | 
however, who thinks it could not happen | 
with stunning speed once the North | 
turned its back on communism (perhaps 
after the Great Leader's death?) has for- 
gotten just how fast the South pulled off 
its economic miracle—and that, before | 
partition, the North was the richer part. 
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FOR MODEST STAKES 
in the Nordwestdeutsche Klassenlotte 


a Fortune. = 


in the famous lottery operated by the Fed- 
eral States of Northwest Germany, which is 
officially i E alt draws are open to 
the public! 


The procedure! 
The entire. Icttery, extending over a Six- 


month period, is divided into 6 classes. 


Each singile class consists of 4 draws ex- 
cept the 6th class, which has 6 draws ~ all in 


all 26 draws. The amount of money given 


away and the number of prizes increase 
from class to class. 


The amount given away! i 
The 84th Nordwestdeutsche Klassenlot- 


terie with its grand new prize offer gives 


away a total of 273,718,400 DM in prize 


money. This offer includes the following. 


guaranteed jackpots: one of 1 million DM 


in each of the first 22 draws, followed by 2. 


draws with a 2 million DM prize each, one 


draw with a 3 million DM prize and finally 
“one with a 4 million DM prize. There are © 


also another 320,333 worthwhile 
ranging up to 500,000 DM. 


prizes 


-The odds of winning! 

-Of the 800,000 ticket numbers, 320, 359 
: will win money i.e, over 40%, This means 
one out of every 2% numbers will be a 
winner, You can increase your winning 
chances by playing more than one number. 
if you play six different numbers (Super- 
Six), your winning chances go up to 95%. 


,Anyone can participate! 

The Nordwestdeutsche Klassenlotterie is 
open to anyone and can be played worid- 
wide. Even if you change your address, you 
can continue to play. Wherever there is a 
postal service you can play this lottery! 


Kis easy to enter! 

: Simply Fax to West Germany 5221 4214 or 
: send the completed Ticket Order Coupon 
- inserting your credit card number and sig- 
. nature. Otherwise send the Ticket Order 
: Coupon together with your payment i.e 
- international bank draft (made out in Ger- 
: man Marks payable through a German 
i bank), personal cheque or bank money 


` | order in either Dollars or Sterling at current 


: exchange rates. You will then be sent addi- 
; tional information and lottery tickets. 


. Only if you order and pay 

: before March 30th, 1990, 

can you he: sure of participating 
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1 x 4 Mi llo M 4 
1 x 3 Million D 3,000,000 
2 x 2 Million DM — 2,000,000 DN 
22 x 1 Million DM = 22,000,000 DM 

4 x 70,000 DM = 280,090 DM 
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: M = 2,800,000. DM. 
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2 x 40,000.DM = 
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10x 80000DM - 800,000 DM: |22 x 30,000 DM : ao 000 bu. : 
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319,940 of 20. 000 DM and below = . 205 ee oe : 


' official price; as shown on the tickets, is |. | qutm 
— interests; All prizes are paid i 4 full tand free 
charged by us — your State Accredited Lot. i TONE ERE Your prize money will - 
tery Agents. | 


= be paid in-any.currency and to.any address 
or person of your choice. Everything. is S 


Winners are advised at once! strictly confidential. 


We check all ticket numbers for winners. _ 
. and tell you immediately — and only you =. ... 
that you have won. Of course, yourshareof 
the winnings depends on the size of the 
tickets you buy. Only full tickets receive 
100% of the money won. You will also get a 
list of the wi inning numbers. after the first 
draw of each class, so that you ean check to 


“Werner Wessel 


(Agency since 1893) 
State Accredited Lottery Agent 
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usually free ot eee if you pay by bank transfer, personal cheque, credit card or in foreign currencies, you must adi 
charges. You can only be credited with the DM equivalentrecelved. All cheques should be made payable to Mr. W. Wessel 
if not included, payments should be received heret before 30. 3.1990. Should you order later, enclose your draft with order.” 
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NOTICE INVITING 
INTERNATIONAL TENDERS 


The Irrigation and Power Department, Government of 
Sindh, Pakistan, has a large programme for lining of 
irrigation channels for conservation of losses in con- 
veyance. These channels have a surface width vary- 
ing from three metres to 30 metres and a depth of flow 
varying from one metre to three metres. All these 
channels are perennial in character and are therefore 
required to remain in operation almost throughout the 
year. However, short closure periods, not exceeding 
15 days, can be allowed at appropriate time during 


_ the crop season when the crop water requirement is 


the minimum. 


International firms of contractors are invited to submit 
their proposals based on modern technology and 


J. appropriate construction methodology suitable for the 


operating conditions for these irrigation channels. 


— Joint ventures with appropriate local firms of contrac- 


tors will be given preference to enable transfer of 


technology. 


The proposals should be submitted to the Secretary, 
Irrigation and Power Department, Government of 


. Sindh, Sindh Secretarial Building No 2 (Tughlaq 
. House), Karachi, Pakistan, by 15 January 1990 at the 
. latest. 
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Discerning visitors to New York select 
The Carlyle, one block from Central 
Park, for its consistent excellence. 

The solicitous staff is ever eager to 
please. Each guest room has a Monitor 
TV, VCR and Stereo. 


A proud recipient of the Mobil Five-Star 
Award for 21 consecutive years. 
Member of The Sharp Group since 1967 


Madison Avenue at 76th Street 

New York 10021 l 
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to offer piles of cash once a peace deal is 
reached), China, the Korean peninsula and 
especially che Soviet Far East—continue in 
their cold-war shiver. Mr Gorbachev's “new 
thinking", the Japanese prime minister has 
been gently pointing out, is a good deal 
newer in Europe than it is in Asia. So do not 
be too surprised, he does not go on, if Japan 
continues to sound a lot tougher on Mr 
Gorbachev than everyone else does. 

Like all grand strategies, even Mr 
Gorbachev's, this one depends on its archi- 
tect having a secure base at home. Mr Kaifu 
does not have one. Indeed, however impres- 
sive his visit to Europe eventually proves as a 
new start for Japanese diplomacy, he de- 
cided to make it because he thought it would 
help him out in the general election ex- 
pected on February 18th. 

Mr Kaifu is a nobody in Japan's ruling 
Liberal Democratic party. He was made 
prime minister five months ago only because 

^e party's scandal-plagued factional bosses 


CR F JEES =o Fe 


"m ys A " 1 HJ 


needed a seat-warmer until one of them (it 
was Mr Abe's turn next) could reclaim the 
job. If the opinion polls are to be believed, 
the voters have a higher opinion of Mr 
Kaifu than that. But his only chance of stay- 
ing on as prime minister is to lead his party 
to a parliamentary majority in the election. 

He could have spent these two weeks on 
the campaign trail. Mr Kaifu chose instead 
to stake his career on showing the voters 
that, for all his weaknesses at home, he is 
capable of hobnobbing—if not yet with Mr 
Gorbachev, at least with Mr Kohl, Mr 
Mitterrand and Mrs Thatcher. 

This approach worked like a charm for 
Mr Yasuhiro Nakasone, an internationalist 
who was intensely disliked by much of his 
parliamentary party but still got an unusu- 
ally long five years as prime minister. Mr 
Kaifu will be seen on Japanese television for 
two weeks talking to the Pope and shaking 
hands with Lech Walesa. From the ridicu- 


lous comes the sublime. That's democracy. 





China and Hongkong 
Hule of lawless 


FROM OUR CHINA CORRESPONDENT 


AN it really have been only two years 

since a triumphant Mr Zhao Ziyang de- 
clared a new age of political enlightenment 
in China? This is what he said at the 13th 
congress of the Chinese Communist party, 
which met in the autumn of 1987: 


Without the reform of the political structure, 
reform of the economic structure cannot suc- 
ceed in the end . . 
political structure is the separation of party and 
government . .. . We can never go back to the 
closed society of the past, when people were for- 
bidden contact with ideological trends of differ- 
ent sorts. 


It has proven all too easy to go back. Mr 
~hao, who in 1987 was the party secretary- 
general and Mr Deng Xiaoping’s designated 
heir, is today in disgrace, ousted from his job 
and blamed for last spring's pro-democracy 
turmoil in Tiananmen Square. His reform- 
ing ideas are heresy, responsible for instabil- 
ity and "counter-revolutionary rebellion”. 

The clock is turned farther back with 
practically every official utterance. True, 
this week the government lifted martial law, 
which had been imposed on parts of Beijing 
during the Tiananmen Square business. 
That is of little significance: China has aban- 
doned any pretence to the rule of law any- 
way. The week before martial law went, Mr 
Ren Jianxin, president of the Supreme Peo- 
ple's Court, said flatly: "Various levels of 
the people's courts must self-consciously ac- 
cept party leadership. It is a mistake to think 
that, because there is the law, justice can be 
executed without the guidance of the [par- 
ty 's] policies.” 
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. - The key to reforming the . 


Forget, too, Mr Zhao's “key” to reform, 
the separation of party and government. Af- 
ter the 13th congress, party officials were 
stripped of their authority everywhere in 
government except the State Education 
Commission, the People's Bank of China 
and the State Commission for the Reform 
of the Economic Structure. Elsewhere, civil 
servants—not party cadres—began manag- 
ing departmental affairs. No longer. Eco- 
nomic Reporter, a well-informed Hongkong 
publication, said this week that the Polit- 
buro has put all ministries and commissions 
back under direct party management. 

Personnel are following structure. Al 
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most every new appointment announced in — 
Beijing bolsters the ranks of the central | 
planners at the expense of the economic lib- 
erals who surrounded Mr Zhao. It emerged — 
this week that Mr Yu Wen and Mr Jiang Liu 
are to be vice-presidents of the Chinese | 
Academy of Social Sciences, the research. A 
body that provided Mr Zhao with his best - 
thinkers. Messrs Yu and Jiang are friends of 
Mr Deng Liqun, the conservative ideologue _ 
sacked as the party's chief propagandist by 
Mr Zhao. The purge goes deep; the jim | 
members of the party are being forced to re- 
register in a campaign to "ferret out anti- - 
party elements, bourgeois liberalists, cor- - 
rupt party members and reactionary - 
elements who oppose party policy". 

The Chinese, who in their long history 
have grown used to extreme swings of the 
political pendulum, might be able to wait pe 
tiently for the next swing to bring the e 
formers—perhaps even Mr Zhao 
back to power. Hongkong, which reverts to 
China in 1997 and is likely to suffer a crisis 
of confidence well before that, cannot afford 
the long view. It has come out that in De- 
cember Mrs Thatcher's adviser on foreign 
affairs, Sir Percy Cradock, made an unan- 
nounced trip to Beijing to discuss Hong- 
kong's fears. This week the colony's gover- 
nor, Sir David Wilson, visited Beijing to 
plead Hongkong's case for freedom and at^ 
least partial democracy. On January 13th | 
Britain's foreign secretary, Douglas | 
Hurd, was due to arrive in Hongkong on a 
visit of reassurance. 

Will their trips have been worth their — 
tickets? The day Sir David arrived in Beijing, - 
Hongkong took another blow. The news . 
came out that Mr Xu Jiatun, who has been 
China's chief representative in the territory 
for the past seven years, is to be replaced in 
two weeks by Mr Zhou Nan, a 62-year-old 
diplomat. Mr Xu is a moderate man w o 
had come to understand what Hongkong 
was about; he had even taken to praising the 
civilising virtues of capitalism. Mr Zhou me 
from a harder mould, an ideologue who 
drafted the 1984 Chinese-British ag 
on Hongkong and is opposed to any concili- 
ation of either Hongkong or the British. _ 

This week, too, Exco, Hongkong’ s Exec- 
utive Council (its cabinet, more or less), de- 
layed a bill of rights intended to protect 
some of the freedoms Hongkong holds dear. 
Some said Exco was demanding a provision. 
to give the bill of rights precedence over any 
other legislation for Hongkong, even Ch: "i 
na's. Perhaps Exco was quibbling. As 
Ren, of China's Supreme Court, explain s, 
"In the course of last year's counter-re 
tionary rebellion, some people hoisted 
flag of ‘judicial independence'.... They 
were opposed to the principle of the e i 
nese Communist party's leadership of j 
cial work.” Until the pendulum swing 
back, Hongkong has been warned. 
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China and France 


Victory at sea 


FROM OUR CHINA CORRESPONDENT 


O EVEN the French kowtow? On Janu- 

ary 3rd the office of the French prime 
minister, Mr Michel Rocard, confirmed that 
France had authorised the sale of six frigates 
to Taiwan; another ten were to be built un- 
der licence in Taiwan. On January 9th 
French officials confirmed that the sale had 
been cancelled. Pourquoi? 

The obvious explanation is that France 
has bowed to furious pressure from China. 
Other western powers, after all, notably 
America and Britain, have shown them- 
selves reluctant to risk China's wrath. Yet 
France can hardly have been surprised that 
pressure was brought to bear. Taiwan, 
which calls itself the Republic of China, is 
technically at war with the communist main- 
land. To sell to Taiwan is, therefore, to sell 
to China's enemy. It matters little to China 
that the frigates, of the 3,200-tonne La 
Fayette class, would have been supplied 
without arms (albeit with electronic surveil- 
lance equipment). 

Besides, France's decision last month to 
authorise the sale was simply insulting. 
France, in 1964, was the first big western 
power to break ties with Taiwan and recog- 


nise the communist regime. When the 
Dutch sold submarines to Taiwan in 1980, 
China downgraded diplomatic relations to 
the chargé d'affaires level. 

China's ambassador in Paris pointedly 
referred to that precedent more than once 
in his talks with French officials during the 
past couple of weeks. Perhaps China per- 
suaded France with even more painful 
threats—though it is a mystery what those 
threats could be, given the parlous state of 
China's economy and the precarious grip of 
its leaders. 

Or maybe higher diplomacy was at 
work. France has been more forthright than 
other countries both in denouncing China's 
bloody crackdown on its pro-democracy 
movement last June and in harbouring Chi- 
nese fugitives. Its boldness has already 
earned it 18 Chinese protests against French 
"interference" in China's “internal affairs”. 
President Mitterrand, who it seems person- 
ally took the decision to scrap the deal, may 
well have decided that he could not risk a 
last push that might send French-Chinese 
relations irretrievably into the ditch. Par- 
ticularly now: big-power talks aimed at end- 
ing the Cambodian civil war begin in Paris 
on January 15th (see box below). The talks 
will be hard enough for France to bring off 
successfully. A surly China could have made 
them impossible. 





poe 25-year-old civil war is reaching another crescendo of fighting and 
haggling. This soldier of the Khmers Rouges was captured by Cambodian govern- 
ment forces during one of the many assaults launched over the past month by armies 
of the three-party resistance. The biggest attack came this week on Cambodia's second 
city, Battambang, which Khmer Rouge radio claimed was “burning brightly”. 

Burning maybe, but not in resistance hands. The fighting was intended to impress 
the negotiators— which included an Australian diplomat touring South-East Asia on 
behalf of his government's peace plan, and the five permanent members of the UN 
Security Council, who are to meet on January 15th in Paris. The decisive meeting may 
have taken place this week, though, in Beijing, between a Russian envoy and his Chi- 
nese hosts. As was appropriate for a war mainly between two communist armies. 





Thailand 
The appeal of the 
street-sweeper 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


ENTION corruption, and nobody in 

Thailand looks surprised. Mr Suvit 
Yodmanee, the government’s chief spokes- 
man, does not bother to dispute its exis- 
tence, merely its extent: “The government 
has been thinking of getting rid of corrup- 
tion, but does not know where to begin." It 
had better think harder. 

On January 7th, by its choice in the elec- 
tion of the city's governor, Bangkok sent a 
clear message to the government that it 
thinks corruption is out of hand. Two days 
later the stockmarket was hit by a wave of 
panic selling on rumours that Mr Chatichai 
Choonhavan, the prime minister, might r 
sign. Instead Mr Chatichai made Mr Pr 
marn Adireksarn, the interior minister (and 
his brother-in-law), switch jobs with the in- 
dustry minister. While many will welcome 
Mr Pramarn's demotion (his main "con- 
stitutional initiatives" had been to legalise 
prostitution and casinos), this limited re- 
shuffle is unlikely to impress the voters. 

Although Mr Chamlong Srimuang was 
expected to win the Bangkok election, few 
predicted such a landslide. He won a second 
four-year term with 703,671 votes, more 
than his 15 rivals got in total. The voters did 
not support Mr Chamlong because his 
Palang Dhama party has the best plan to 
solve the city's horrendous trouble with traf- 
fic, pollution and flooding: the party has few 
discernible policies. Nor were they swayed 
by his rivals' offers of cash. Mr Chamlong is 
honest, and they voted for that. 

Even Mr Chamlong's fiercest critics ac- 
cept his incorruptibility. A devout Bud- 
dhist, a vegetarian and a celibate who slee 
on the floor, the governor gives his salary «u 
charity and lives on his army pension (he 
was a major-general). He likes to spend a few 
hours each Monday morning sweeping the 
streets. A former colleague describes him as 
"a nightmare to work with”. 

The contrast between Mr Chamlong 
and Mr Pramarn could hardly be greater. 
This partly explains the intensity of the feud 
that has raged between the pair since Mr 
Pramarn's appointment as interior minister 
in 1988. Yet more than personal antago- 
nism was involved. Mr Pramarn was, until 
his demotion, the man upon whom the rul- 
ing Chart Thai party intended to rely in its 
attempt to extend its influence in Bangkok. 
Chart Thai is a rural party, and its leaders 
are dismissed as hicks by Bangkok smarties. 
But they are hungry hicks, who owe many 
people favours. Mr Pramarn, for example, 
had over 150 "political advisers" on his 
staff. "The sort who wear sunglasses at 
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Incorruptible Chamlong 


night," one Bangkok businessman sniffs. 

Bangkok is where the richest pickings 
can be made. So it is also where fears that 
corruption is now getting out of control are 
most developed. In the past corruption was 
kept in check by the civil service, which used 
to attract many of the brightest graduates 
and whose main loyalty is to the king. Thai- 
land's economic boom has made it increas- 
ingly difficult to make ends meet in Bangkok 
on a civil-service salary. As the quality of the 
service declines, so does its policing power. 

One example of a deal that would never 
have got through in "the old days" is the 
finance ministry's decision to hold the 1991 
IMF-World Bank meeting at a specially-built 
conference centre rather than an existing 
hotel. With only 18 months in which to 
build it, the ministry decided there was no 
time to put the contract out to tender. lt 
went to a well-connected local firm. 

When confronted with suggestions of 
corruption, the prime minister always used 
to smile and say, "No problem.” No longer. 
He has tried to persuade General Chaovalit 
Yongchaiyudh, the army's top man, to join 
the cabinet. The general had said he would 
resign from the army this year and enter 
politics. Mr Chatichai recognised him as his 
natural heir. But Mr Chaovalit seems to 
think it would do him no good to join the 
present government. He told the prime min- 
ister that he would accept Mr Pramarn's job 
as interior minister only if two fellow-gener- 
als were made foreign and defence ministers. 
These were impossible terms for the prime 
minister since Mr Siddhi Savetsila, the cur- 
rent foreign minister, is also leader of the 
Social Action party, Chart Thai's main co- 
alition partner. 

Mr Chatichai can comfort himself with 
one thought: a military coup is unlikely. For 
an excellent reason. The latest attempted 
coup, on September 9 1985, got off to a fine 
start with a 7.30am radio announcement by 
the rebels. But then their tanks got stuck in 
Bangkok's Monday-morning traffic. The 
jams are much worse now. 
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` Pakistan's other women 


F ONE swallow does not make a sum- 

mer, one female prime minister does 
not mean a country with women's rights. 
When Miss Benazir Bhutto became Paki- 
stan's prime minister in November 1988, 
life for women was rougher there than in 
most other countries. It still is. A recent 
World Bank study says that in some ways 
Pakistani women are worse off now than 
they were in the mid-1970s, The gap be- 
tween Pakistan and most other poor 
countries is widening. Even Bangladesh 
(half as much GNP per person as Paki- 
stan) and India (about the same) do bet- 
ter by their women. 

Pakistan is one of only four coun- 
tries—the others are India, Bangladesh 
and Nepal—where female life expec- 
tancy (51 years) is lower than male (52); 
the female average for all poor countries 
is 61. Pakistan has the world's lowest 
women-to-men ratio, even lower than it 
was in 1965: 91 females to 100 males, 
compared with a low-income average of 
96. An uncommonly large number of Pa- 
kistani women die in pregnancy or child- 
birth, six for every 1,000 live births. Yet 
Pakistan's population has doubled to 
100m in the past 20 years; its fertility rate 
(6.8 children per woman), unlike that of 
most other developing countries, has 
scarcely dropped in 20 years. 

A big reason such misery persists is 
that it is particularly hard for Pakistani 
girls to get an education. Pakistan is in 
the world's bottom ten countries for fe- 
male attendance at primary schools— 
alongside Bhutan, North Yemen and 
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seven African states. Female literacy in | 
rural parts of the country, where two out 
of three Pakistanis live, is thought to be a 
mere 7%. 

Some of the blame for all this lies with | 
the attempt of the late President Zia ul | 
Haq to create an Islamic republic. The | 
Family Laws Ordinance of 1961 and the 
new constitution of 1973 had made 
things a little better for women: discrimi- | 
nation on the basis of sex was formally | 
prohibited, and the number of girls at- | 
tending school rose. Zia turned the clock 
back. A 1984 law of his, for instance, 
gives a woman's legal evidence half the 
weight of a man's. 

The World Bank calls on Pakistan to 
reduce discrimination against women. It | 
also wants the government to put more 
money into girls' education and women's 
health. The bank reckons that, if more 
women had paid jobs, parents would be 
encouraged to invest in their daughters’ | 
education. | 

Miss Bhutto's government is for this 
sort of thing in principle, but it is an up- | 
hill business. In Pakistan men still set the 
rules; many Pakistani women live in pur- 
dah, female seclusion. And, as another 
boisterous demonstration outside parlia- 
ment reminded everyone yet again this 
week, Miss Bhutto has a precarious ma- 
jority in that body. She does not want to 
offend her more masculine-minded sup- 
porters, thereby adding to the risk that 
they will go over to the opposition. The 
Islamic Democratic Alliance, the core of 
that opposition, is Zia's political heir. 
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The Great Society returns 


WASHINGTON, DC 


T HAS happened before. In the 1970s the 

defence budget shrunk following the end 
of the Vietnam war. A Democratic Con- 
gress and a Republican president hoped to 
use the “peace dividend” to solve many so- 
cial problems. Now the end of the cold war 
has already produced expectations of an- 
other peace dividend, and the advocates of 
social spending are queuing up. But the divi- 
dend of the early 1970s quickly 
disappeared—and some of the social prob- 
lems remained as intractable as ever. Will 
hopes be dashed again? 

Congress is poised, when it returns on 
January 23rd, to roll more social legislation 
down the hill to the White House than at 

y time since the Nixon days. Child care, 
mandated family leave to care for depen- 
dants, civil rights for the disabled, an ex- 
panded Head Start programme for pre- 
school education, health benefits for 
all—each has its own bill (in the case of child 
care, several competing bills). The leaders 
on Capitol Hill are keen to push forward, 
with or without the White House. Nonethe- 
less, the eventual crop of new bills will prob- 
ably be more modest than 20 years ago. 

The reasons? Money, for a start. How- 
ever big the 1990s peace dividend (and there 
are many in the Pentagon who either claim 
it is illusory or will want to keep it small), 
most of it ought to be used to cut the budget 
deficit, not to expand other spending. And 
there is little sign of enthusiasm in either po- 
litical party for raising and spending more 
cash. In the past year Congress came closer 
to cutting taxes than increasing them. 

The administration wants to lower the 
tax rate on capital gains and expand tax 
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breaks for saving. Democratic Senator Dan- 
iel Patrick Moynihan has launched a biparti- 
san campaign to cut the payroll tax that was 
increased once again on January Ist, despite 
the growing surplus in the social-security 
(old-age pension) trust fund. In the argu- 
ment that sank Congress’s child-care initia- 
tive last year, younger Democrats such as 
Representative Tom Downey joined the ad- 
ministration in wanting tax credits. The old 
guard, such as Representative Augustus 
Hawkins, wanted new federal spending. 

Nor is the wheeze of pushing the cost off 
the federal books on to companies as popu- 
lar as it once was. Though the administra- 
tion has usually stayed cautiously mum on 
social issues, it has made clear that it would 
veto mandates on employers for family leave 
and health benefits. In November it grudg- 
ingly accepted a higher minimum wage; and 
it backs the new bill forcing private employ- 
ers to accommodate the disabled, though 
both will impose damaging extra costs on 
companies, especially small employers. But 
even Democrats accept that a time of re- 
newed worry over the competitiveness of 
American business is not a good time to im- 
pose new and expensive federal burdens. 

Besides, some companies are waking up 
to the prospective shortage of young work- 
ers that could force them to offer better 
benefits to their staff without any need for 
federal mandates. The changing compo- 
sition of the workforce pushes in the same 
direction. More women with children are at 
work today than not (chart 1). And the new 
maternal entrants to the workforce may well 
prefer generosity over child care and paren- 
tal leave to high wages. 


Demography also helps explain why the 
new social agenda (as well as most of the tax — 
breaks being tossed about) has a marked 
middle-class flavour. Detractors, contem- 
plating demands for federal help with creche 
facilities and time off work, call it yuppie 
welfarism. Others worry that the genuinely _ 
poor could be elbowed aside. Yet it is not 
just a matter of mothers at work. The middle 
clases reckon they have recently been 
squeezed as much as the poor and so deserve 
government help. They feel less generous 
than last time round. 

The raw income figures do not back 

them up. Between 1973 and 1987 family in- 
comes for the bottom 2096 of the popula- 
tion fell in real terms by over 1096; for the 
middle quintile they rose by a similar 
amount. Nevertheless one lesson from the 
1960s was that social programmes must help — 
a broad cross-section of society if they areto - 
win general support. Social security and - 
Medicare, the federal health programme for 
the old, are still hugely popular. Means- 
tested welfare programmes for the poor gen- 
erally are not. 

Another big difference between the 
1960s and today is the relative positions of | 
young and old. Thirty years ago many old 
people were poor; today many children live - 
in poverty (chart 2)—a higher propo of. 
them than in most other rich industrial | 
countries. If the new social agenda conci 
trates on anyone, it should be on 
children—though, as one long-time family: 
advocate, Democratic Representative Pat 
Schroeder, ruefully notes, children, unlike 
the elderly, do not vote. 

However, helping the middle cla 
with child care is easier than tackling di 
poverty. Even architects of the 1960s great- - 
society programmes like Mr Moynihan now — 
admit that though they worked brilliantly - 
for the old, they were much less successful 
for the inner-city (and often black) poor. It 
is a commonplace now to question how well - 
a big, centrally directed programme can  . 
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= work without behavioural change—in atti- 
. tudes not just to drugs and crime, but to 
such things as family structure. Some 5396 
of black children (compared with 1896 of 
white children) live with a single parent, of- 
ten a recipe for continuing poverty no mat- 
ter what the federal government does. 

So where will the new social activism go? 
Despite his desire to project a kinder, 
. gentler image, President Bush does not seem 
. to have given this much thought. Yet there 
is one promising avenue he could explore as 
an alternative to merely quibbling with 
i Bones over its social agenda. He could ar- 

. gue that more needs to be done by state and 
local governments, on the grounds that big, 
central bureaucracies should be avoided. 
— States are in charge of education, and the 
administration is trying to work through 
state governors to improve America’s 
- schools. It may have to do the same for other 
social policies, though the federal govern- 
. ment would have to drop the habit of laying 
— down central rules but expecting states to 





Prisoner No. 41586 


MIAMI 


HE latest Panamanian to move to Mi- 
ami was greeted with all the familiar 
pomp he received back home. Like an ill- 
tempered Welcome Wagon, crowds gath- 
|| ered to clang pots and pans—the tradi- 
Į tional symbols of anti-Noriega resis- 
| tance—at the air-force base where Mr 
Manuel Noriega landed and at the federal 
courthouse where he was held. Some 
waved pineapples fitted with sunglasses to 
mock the fallen acne-faced dictator. Far 
from sympathising with him, Miami's 
large Latin population looks likely to 
|| prove more hostile than the residents of 
|| another American city would be. T-shirts 
bearing the logo Operation Just Cause 
were selling out. 

Miami's Panamanians today number 
nearly 10,000, mostly well-to-do people, 
two-thirds of whom arrived after Mr 
Noriega consolidated his power. Mr 
Arturo Delvalle, a former Panamanian 
president who was ousted after trying to 
fire the general in 1988, lives in the city. 

does an opposition leader, Mr Aurelio 
Barria, and a newspaper editor, Mr San- 
chez Borbon, who fled Panama after pub- 
lishing exposés linking Mr Noriega to the 
murder of opponents. 

Moreover, the anti-Noriega voices of 
the Panamanian expatriates have been 
amplified by the Im Cuban exiles. Most 
regard the fallen general with a contempt 
second only to that they hold for Presi- 
dent Fidel Castro of Cuba, who in recent 

|| years was one of Mr Noriega's few friends. 
-. On January 5th two small aircraft towing 


a 


foot the bill. 

State and local governments also seem 
to have found it easier than Washington to 
persuade their electorates of the case for 
higher taxes to meet needed spending. They 
are now the strongest candidates to lead the 
next bid to create a great society. That is one 
more sign of how much things have changed 
since the 1970s. 





Noriega’s trial 


Smokescreen 


WASHINGTON, DC 


667 T^ HE thing to do,” said a Washington 

lawyer this week, looking enviously 
at a three-ring legal circus gathering in Mi- 
ami, "is to make every motion you can, so 
long as you make it with a straight face.” 
And that—in between accomplished ap- 
pearances on network television—is what 
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Submariner Noriega 


banners circled lazily over the federal 
courthouse where Mr Noriega was being 
held. One banner read: "Bye bye Tony." 
Hes second: "Rent this ad when Fidel 
alls." 

The Miami federal prosecutor, Mr 
Dexter Lehtinen, could bring added bom- 
bast to a trial that promises to have oper- 
atic overtones. In addition to being a 
highly decorated and disabled Vietnam 
veteran, the politically ambitious Mr 


‘ae 


ex-General Manuel Noriega’s lawyers have 
been doing since the Panamanian caudillo 
was spirited into the jurisdiction of the 
American courts on January 4th. 

The indictment he faces in Miami (there 
is a separate one on file in Tampa) alleges 
that between 1981 and 1986 he conspired 
with the Medellin cartel of Colombian drug 
runners in their export business to America. 
It is not clear how much the indictment, 
drawn up in 1988, owed to local political 
ambitions in Florida and how much to cool 
legal analysis of the case against Mr Noriega. 
In Washington it is said (but not confirmed) 
that the Justice Department was furious that 
it was not consulted by the Miami federal 
prosecutor's office on the case, and changed 
its guidelines to district offices about future 
indictments. 

Nor is it clear how useful he was to the 
Colombians. Some of those who say they 
know claim that if the support he gave the 
cartel (mainly as a staging-post) was vi 
able, it was so for only a short time. Mon. 


Lehtinen is married to a newly elected 
congresswoman, Mrs Ileana Ros- 
Lehtinen, the first Cuban-born politician 
to be elected to the the House of 
Representatives. 

Can Mr Noriega get a fair trial in a 
state with such strong views? Miami's resi- 
dents have no doubts about their ability 
to form a fair jury. In a poll in the Miami 
Herald, 9196 of those asked said the Pana- 
manian invasion was justifed and 7696 
said Mr Noriega could "definitely" or 
"probably" count on a fair trial in Miami. 
Half said they themselves could be impar- 
tial if picked for the jury. Others even sug- 
gest that Mr Noriega would be better off 
to face jurors in Miami than, say, Omaha: 
Miamians have become jaded by big coke 
deals, arms traders, drug-money launder- 
ers and intelligence agents. 

Meanwhile, although attempts were 
underway to try to move him to a federal 
prison in Atlanta, Mr Noriega's home has 
been a ten-foot room deep in the base- 
ment of the federal courthouse in Miami. 
The specially designed, super-secret cell— 
called the submarine cell by jailers—is out 
of sight of other prisoners and connected 
to the courthouse through heavily 
guarded tunnels. 

lt was built to hold drug kingpins 
whose brutal armies might try to spring 
them, or whose enemies might try to si- 
lence them. Unfortunately for the pris- 
oner, the cell—equipped with a bed, a loo 
and a television—lacks the pornographic 
movies and Nazi icons that were features 
of Mr Noriega's former office. But it offers 
another feature he might appreciate when 
the trial begins: soundproofing against 
the clatter of pots and pans. 
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before the indictment was drawn up in 
1988, Panamanians were saying that he and 
the Colombians had had a bitter dispute— 
one reason, it was then alleged, why he 
would not leave Panama, where he felt safe 
from the cartel's Uzis. 

The straight-faced motion-movers of 
Miami's criminal bar have swung into ac- 
tion. So far, the defences they are mention- 
ing fall into two broad categories: those in- 
volving international law, and those to do 
with criminal procedure. 

First, was the seizure of Mr Noriega so 
illegal that it vitiates any subsequent pro- 
ceedings? Almost certainly not. In American 
law someone who is seized abroad can use 
the circumstances of that seizure to avoid 
American jurisdiction only if those circum- 
stances "shock the conscience". They were 
held to do so in a 1974 case when a man was 
abducted from Uruguay and tortured for 
three weeks in Brazil before coming to 
* merica. More typical, however, was a re- 

nt case when the use of subterfuge to seize 
a Palestinian terrorist was condoned by the 
courts. An international law professor 
points out that "wisely, the soldiers did not 
apply cattle-prods" to Mr Noriega. Few 
Americans have a conscience so delicate 
that the invasion of Panama has shocked it. 

He has no stronger a case on the second 
"international" defence he may run, which 
is that as a head of state he is entitled to sov- 
ereign immunity in the courts under Ameri- 
can case law. Never, say scholars, has that 
defence been applied to ex-heads of state, 
which is what, they say, Mr Noriega now is. 
The Niagara of litigation involving the late 
President Marcos of the Philippines estab- 
lished that whatever immunity an ex-head 
of state could claim might be waived by his 
home government. The new Panamanian 
government will not spend much time de- 
ciding whether to do this. 

That leaves the "domestic" defences, 

yunded in criminal procedure. The claim 
«ât Mr Noriega has been so traduced by the 
administration that he cannot get a fair trial 
falls into the  "nice-try-but-we-can-see- 
you re-smiling" category. His lawyers will ar- 
gue that documents seized by American 
troops during the invasion amount to ille- 
gally obtained evidence, which must be ex- 
cluded from the court. But the exclusionary 
rule has been much whittled down by the 
Supreme Court of late. Constitutional law- 
yers point out that the rule has never been 
applied to a foreigner whose papers were 
rummaged through outside America. 

Third, and much discussed by those 
who see a conspiracy theory whenever they 
look south of the Rio Grande, is the possi- 
bility that Mr Noriega will resort to "grey- 
mail" by demanding the production of doc- 
uments that reveal his role as a CIA agent. 
That might prove so embarrassing that Pres- 
ident Bush would prefer the whole case 
against Mr Noriega to be dropped. 
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Outside the conspiracy theorists, this 
defence makes little headway. One way or 
another, much of what Mr Noriega did for 
the CIA is already known and has lost its ele- 
ment of surprise. If there is more embarrass- 
ing stuff to know, it was daft of the adminis- 
tration to bring him to Florida. Nobody in 
the administration has given any sign that 
anyone else in it has been that stupid. 

So the Noriega defence looks less than 
watertight. Yet lawyers point out that it is 
good enough for weeks of argument, and 


that some of their arguments may have to be 
settled by the Supreme Court, as they raise 
quite novel points of law. Meanwhile, Mr 
Noriega can fall back on his final domestic 
defence, which is that most of the evidence 
against him will be given by self-confessed 
crooks who are prepared to shop him. Will 
those witnesses' nasty habits be enough to 
get Mr Noriega off? Not likely. “Who do 
they:expect to give evidence in a case like 
this?", sneered a leading criminal lawyer, 
"priests and rabbis?" 





Charitable foundations 


Philanthropy, meet controversy 


NEW YORK 


America's foundations are running into criticism from the political right 


ONSERVATIVES create wealth and 
liberals spend it. The well-known ac- 
cusation about government is now being ap- 
plied to charitable spending as well. In re- 
cent articles in the Wall Street Journal and 
elsewhere, right wingers have complained 
that the big foundations have a pronounced 
leftist bias. A liberal foreign policy, says Pro- 
fessor Leslie Lenkowsky of Georgetown 
University, was among the causes really be- 
ing promoted when MacArthur made 
grants of $21m, Ford of $20m and Carnegie 
of $9.8m for "peace, security and interna- 
tional relations” in 1988. In an article in the 
Chronicle of Philanthropy, he has lambasted 
Mr Peter Goldmark, the president of the 
Rockefeller Foundation, for saying "most of 
the world considers the current world eco- 
nomic structure as illegitimate". 

Criticism from the right is a novel ex- 
perience for most of the 6,615 charitable 
foundations listed in the "Foundation Di- 
rectory”, which together have assets of $107 
billion and give $6 billion away each year. 
They have been denounced from the left as 
instruments of capitalist manipulation ever 
since the first big American foundations 
were founded by Andrew Carnegie, a steel 
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and mining magnate, in 1911, and John D. 
Rockefeller, an oilman, in 1913. 

[n the 1960s a great legislative assault on 
the foundations' tax-exempt status and al- 
leged lack of accountability was led by 
Wright Patman, a populist congressman 
from Texas. Ever since, they have had by 
law to pay out at least 596 of their assets each 
year and to pay tax on their investment in- 
come. Liberals continue to fret about grants 
made to aggressive right-wing scholars and 
pamphleteers by such conservative founda- 
tions as Olin, Smith-Richardson and Scaife. 

In theory the big foundations see them- 
selves as bold catalysts of new ideas. In fact 
smugness is an occupational hazard. Lumi- 
naries from the big foundations found it es- 
pecially difficult to be self-critical at a recent 
conference on philanthropy held at the 
Rockefeller family estate in the Pocantico 
Hills outside New York to mark the 150th 
anniversary of John D's birth. 

They have an excuse for their smugness. 
Like ailing billionaires, they are subjected 
constantly to the flattery of people who are 
after their money. Mr Franklin Thomas, the 
president of the $5 billion Ford Foundation, 
says that 2,000 letters come into his New 
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Richesse oblige 


York offices each day. Rockefeller's Mr 
Goldmark says lots of people want him to 
turn on a money tap while they hold out a 
bucket. On joining another foundation, an 
academic was told: "You need never again 
fear anybody telling the truth to your face.” 

Mr Waldemar Nielsen, who examined 
America's 36 largest foundations for his 
book "The Golden Donors”, discovered 
that their benefactors had astonishingly 
similar backgrounds. The men (there were 
no women) nearly all came from families of 
northern European Protestant stock. Only 
about half of them showed any interest in 
good works during their lifetimes. Mr John 
MacArthur, an insurance tycoon, told his 
trustees: "I'll make the money, you guys will 
have to figure out how to spend it.” 

Several new foundations are now on the 
threshold of being formed from fortunes 
made during the past decade from high- 
tech, property development and creative fi- 
nancing. Dr David Hamburg, who presides 
over the $800m residue of the robber-baron 
fortune of Andrew Carnegie, expects 20 - 30 
foundations of comparable size to his to be 
founded in the 1990s. 

Such foundations are mainly an Ameri- 
can phenomenon. Britain's Nuffield, Swe- 
den's Nobel and the Aga Khan Foundation 
in the Islamic world are non-American ex- 
amples, but their paucity proves the rule. 
Why so many rich Americans are public- 
spirited is a question that provokes disagree- 
ment. Some praise America's tax laws for 
providing strong incentives for charitable 
giving. Others retort that many of the small- 
er foundations are either tax dodges or ruses 
by their founders to provide sinecure jobs 
for their golfing friends. But nearly all agree 
that foundations are part of an American 
tradition that counts heavily on private citi- 


zens and organisations, not just govern- 


ment, to tackle social ills. 
36 
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Most foundations confine themselves to 
the uncontroversial activity of subsidising 
medical research, higher education and the 
secular good works of churches. Only a few, 
mainly big, foundations try to influence 
public policy by financing provocative stud- 
ies, social experiments and institutions that 
have an ideological bent. 

The big foundations are also responsi- 
ble for most of the "breakthroughs" that 
the philanthropic movement boasts about. 
Ford provided the seed money for Ameri- 
ca's excellent public television. Rockefeller 
and Ford helped produce the green revolu- 
tion. Rockefeller money eradicated the 
hookworm in America and is contributing 
to an offensive against the tsetse fly in 
Africa. 

But even the biggest foundations are 
more often conformist than bold, and not 
only because supplicants keep telling them 
how wonderful they are. The staff are afraid 
of the trustees; the trustees are afraid of the 
government; all are afraid of the press. So 
the foundation sticks to the conformist 
mainstream. Scholars found it easy to get 
grants for studies on star wars in 1987, on 
arms control in 1988 and on Eastern Europe 
in 1989, The foundations discovered the 
environment at about the same time as Mrs 
Margaret Thatcher and Mr George Bush. 

The most smug agree that they could do 
better. A common complaint is a too-slow 
turnover of staff. Only the top jobs are 
highly paid: the latest income-tax filings at 
the Foundation Centre in New York show 
that Ford's Mr Thomas gets $326,000 a year 
and his two vice-presidents about $170,000 
each; that Kellogg pays its programme direc- 
tors up to $136,500. But good works are said 

























WASHINGTON, DC 


EMEMBER the old joke about the 
man who had an idea for a concept 
for a treatment for a script for a film? In 
Hollywood, they don't think it's funny. 
On January 8th a court held that “Com- 
ing to America", a 1988 film starring Mr 
Eddie Murphy, was based on a treatment 
a few pages long sold to Paramount Pic- 
tures in 1983 by Mr Art Buchwald, a syn- 
dicated columnist who is considered 
| funny. Though Paramount was held to 
| have been in breach of its contract with 
Mr Buchwald, it convinced the court not 
to award him $5m punitive damages. 
There is little new about this. The 
stock-in-trade of the entertainment busi- 
ness has always been recycled ideas: ask 
any pop singer. The true interest in Mr 
Buchwald's case comes from the light it 
sheds on Hollywood's accounting, for his 
damages will depend on how much 
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to provide a lucrative “psychic incom 
an effort to bring in new blood, some 
dations are informing the professiona 
hire that they should not regard it as 
for life. Ford tells its recruits to start 
ing about another career after five 
Rockefeller after seven or eight years. 
The Twentieth Century Fund is | 
tional in publishing lucid public-polic 
ies that are accessible to the intellige 
men. Most studies from foundatio1 
thick with jargon. They confine ther 
almost exclusively to print. Mr Bill M 
a wellknown television broad 
lambasted the foundations at the Poc 
Hills conference for their reluctance 
plore the use of sound and pictures. 
Lack of accountability is another 
mon weakness. As the influence « 
founder’s family fades, the found 
sometimes become self-perpetuating, 
placent institutions. They would have 
programmes if they sought independ 
sessment of their work and encourage 
grantees, under a guarantee of anon 
to comment on the work of programn 
cers. À sort of Pulitzer prize system th: 
public recognition to successful innc 
programmes could encourage founc 
to take creative risks. So could a deli 
cutback on recruits from, and grants 
country s most famous universities, re 
laboratories and medical schools. 
The most radical reform commo: 
vocated is also the worst: sunset legi 
to require foundations to self-destruc 
say, 25 or 50 years. With all their 
nesses, the foundations are a for 
good—and the oldest are among the 





Art's art 


money the film made. "Coming 
America" was one of the biggest hit 
recent years—gross takings, say thos 
Mr Buchwald's camp, may be « 
$350m—but Paramount insists tha 
has never made a net profit on it. Bel: 
that, and you'll believe that every 

people get hernias from laughing at 
Buchwald's column. 
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HOW FUJITSU 
KEEPS TRIP STRAUSS 
ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 


The lifeblood of his business is informa- 


tion. "Every day;' he says, "| have to tell my 
clients at least one thing they don't know.’ 
To get that information he is constantly 

on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japans inter- 
national communications company, recent- 
ly got together with America's ATST to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8,000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 


REPEATERS ARE THE HEART 


At the heart cf this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilomater intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 
peaters were manufactured by, among 
others, Fujitsu, ore of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 





This OS-280M optical submarine branching unit 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with a fully 
multiplexed capacity of 8,000 circuits. 


cO 
FUJITSU 


The global computer &. communications company. 
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KLM's worldwide network. Stretching 
across continents. Linking more than 140 desti- 
nations in 77 countries. 

With friendly, reliable service — in the 
air and on the ground. 





Helping the business traveller make the 
ight connections. 
Test us, try us, fly us. odbo 


The Reliable Airline KLIMI 


RovalDutch Airlines 








Censorship 
extinguishes $ the flame of freedom 


Freedom is our most precious commodity. Sadly, there are people who think they must 

Freedom of speech. Freedom of communication. control our freedom. They are imposing restrictions. 
Freedom of expression. The essential ingredients for Certain products that are lawfully produced and legally 
freedom of choice. distributed cannot be advertised in all media. 

But censorship denies our freedoms. It limits our Are you willing to compromise your freedom of 
freedom of choice. communication? Wouldn't you rather be fully informed on 

Today we are at risk of losing our freedom of choice ^ subjects that interest you? 
because freedom of communication through advertising is Join with Libertad. Our purpose is to brighten freedom 
threatened. of choice in advertising. 


FOR FREEDOM OF CHOICE 





If you think freedom of expression is important, please contact 
LIBERTAD Inc. 599 Lexington Avenue, New York, NY 10022 Telephone: (212) 888-9522 


The killing of Carol Stuart 


An implausible truth 


BOSTON 


SUBURBAN couple, expecting their 

first child, are robbed and shot in the 
big city on their way from a prenatal clinic. 
She and their baby die; he is gravely 
wounded but lives. They are white; their as- 
sailant is black, says the man. A black man 
in a jogging suit had forced his way into 
their car and made them drive to an aban- 
doned spot in a crime-ridden neighbour- 
hood. The man lives only because he is able 
to telephone the police from his car. 

As a tale of the times, the killing of 
Carol Stuart electrified Boston last October. 
[t transpires the facts were not quite right. 
The handsome man for whom the city wept 
was the murderer himself, his brother told 
the police ten weeks later. The brother 
yught to know; he disposed of the evidence. 
[he man, about to be arrested, jumped off a 
bridge to his death on January 4th. 

Charles Stuart—once victim, now vil- 
lain—worked as the general manager of a 
fur store in the smart part of Boston. His 
wife was a tax lawyer. She grew flowers; he 
coached Little League baseball. Neighbours 
report that no hint of trouble ever surfaced. 
He was 29, she was 30 and their baby was 
due in eight weeks. 

The outpouring of sympathy that fol- 
lowed her death was similar to that which 
followed the assault on a jogger in New 
York's Central Park last April. With this dif- 
ference: Boston was in a no-more-excuses 
mood. In New York the papers had been 
filled with anguished concern about white 
racism and black poverty—the "underlying 
causes" of crime. Boston was ready to call 
the killer a psychopath and punish him. 

If the city could find him, that is. Mayor 
Raymond Flynn ordered a manhunt the 
ikes of which the city had never seen. Police 
swarmed over the Mission Hill area, where 
the wounded couple had been found. 
Young black men were routinely searched. 
Some residents complained of an "inva- 
sion"; others welcomed the extra security 
and protection. 

Almost no one looked in the direction 
of Stuart himself. For one thing, his wound 
had been sufficiently serious to keep him 
five weeks in hospital. Neighbours and 
friends described a good kid turned loving 
husband. And in time, the police produced 
a suspect, who was duly identified by Stuart 
and had allegedly bragged about the crime. 
He was Mr William Bennett, a man with a 
record of criminal violence, multiple arrests, 
a very low IQ and almost no education. 

It may have been guilt over the possible 
indictment of Mr Bennett that prompted a 
younger Stuart brother, Matthew, to pay a 
call to the police. On the night of the crime 
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Charles had thrown his dying wife's 
handbag (containing the gun and 
jewellery, among other things) into 
Matthew's car. lt has since been 
found in a river. It had all been ar- 
ranged; there had even been a "dry 
run" the night before. The motive? 
There was another woman (who de- 
nies a romantic relationship) and 
there were big life-insurance cheques 
to collect. 

The confession on January 3rd 
stunned the city. For many blacks it 
created a new set of villains: the 
mayor, the police and the press. Why 
had they so readily believed Stuart's 
tale? "The mayor and Boston police, 
with racist attitudes, reacted emotion- 
ally to the report that a white female had 
been murdered by an African man," one 
black activist charged. Blacks were owed an 
apology. 

The irony is not the "insidious form of 
racism” in society, as one black minister has 
put it. It is that Mr Stuart's story was more 
plausible than the truth. The implausible 
story is the one that emerged and is still 
emerging. People do not kill their wives in 
such a premeditated, ingenious and theatri- 
cal way (if at all). The murder of a spouse is 
generally impulsive—done in the heat of the 
moment. But random violence in inner-city 


black neighbourhoods is an everyday fact. 


America's rivers 


Till the river runs dry 


BOULDER CITY, NEVADA 


More than 20m people use water from the Colorado river. It irrigates 2r 
acres, provides power for 1.2m homes, and is a Pe for 
holidaymakers. Another in our occasional series on 


IN 1869 John Wesley Powell, a 
one-armed Union veteran cf 
the Civil War, set off with nine 
companions in four wooden 
boats down the Colorado 
river. The journey—from the 
Green river stem in Wyoming 
to the point where the main 
river bursts from its canyons 900 miles away 
in Nevada—took Powell and his men 
through some of the wildest country and 
over the fiercest rapids yet seen by white pio- 
neers. It was a magnificent and dangerous 
exploit, elegantly described by Powell in his 
journal. It was also unmatchable: latter-day 
Powells cannot recreate the feat because 
there are too many dams and reservoirs in 
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White on white 






































The homicide rate among blacks in the. 
United States is more than ten times that of 
whites, FBI crime statistics reveal. . 
This is the point that no Boston newspa 
per has had the courage to make. “The sen- 
sitivity on the subject is such that there is 
tremendous resistance to hearing the data,' 
says Dr James Gilligan, an expert on vio- 
lence at the Harvard Medical School. Only: 
the fact that the violence was inter-racial 
might have given the police pause. Blacks— 
not whites—are the victims of most black vi- 
olence. In 1988 blacks murdered 4,500 
blacks but only 579 whites. It is blacks em 


selves who sufer most. 
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merica’s rivers 


the way. i 
The Colorado is best known as the river 
that snakes and splashes through the Grand 
Canyon. But this freedom is deceptive. 
Along its full length, 1,430 miles from the 
Rocky Mountains to the Gulf of California 
in Mexico, and throughout its huge basin, 
the river is the most regulated in America 
Ten dams tame its wildness and harnes 

its energy. Another 20 rein in its tributaries. 
Two massive reservoirs—Lake Mead anc 
Lake Powell—store its bounty. Numbet less 
irrigation canals and aqueducts drain off its 
waters for use in Wyoming, Utah, Colorado, 
Arizona, Nevada, New Mexico, California 
and northern Mexico. By the time the river 
reaches the sea, it is dry. Its truer mouth is a 
0 2 
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Colorado River 





kitchen tap in Phoenix or an irrigation 
sprinkler in California's Imperial Valley. 

The Colorado is also regulated in the le- 
gal sense. Where its waters should go, and 
how much of them, is dictated by the “Law 
of the River”: a package of federal laws, state 
compacts, international treaties and court 
rulings that started being compiled in 1922 
when the states began divvying up the water 
rights. The law rules that California should 
get 4.4m acre-feet, Arizona 2.8m, Mexico 
1.5m and Nevada 300,000. These amounts 
have to be “delivered” by the upper-basin 
states; the rest is theirs. 

The federal agency responsible for en- 
suring this happens is the Bureau of Rec- 
lamation. A branch of the Department of 
the Interior, known mainly to westerners, 
the bureau was originally brought in to con- 
trol flooding and provide irrigation water. It 
succeeded, brilliantly. 

The bureau built dams. It began in 1935 
with the Hoover Dam, still an engineering 
wonder, and finished in 1964 to the north of 
the Grand Canyon with the Glen Canyon 
Dam (which is viewed by many environmen- 
talists as unadulterated vandalism). The 
dams, capturing water and supplying en- 
ergy, brought wealth to the region. 

Critics accuse the bureau of building 
and spending too freely. Money has been 
wasted, they say, in the river's upper basin 
where water is sometimes pumped uphill 
over long distances to irrigate land that can 
yield only low-profit crops, like alfalfa. And 
all the bureau's schemes are huge, in size 
and expense. The Central Arizona Project, 
for example, will take 1.2m acre-feet of water 
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from Lake Havasu on the Arizona-Califor- 
nia border and run it 330 miles to Phoenix 
and Tucson. When the scheme is com- 
pleted, it will have cost $3.5 billion. 

But the time is not far off (some would 
say it is already here) when the Colorado 
will not be able to meet the demands placed 
on it. In western waterspeak, the river is al- 
ready “fully allocated". Look how the re- 
gion has grown. Phoenix, 40 years ago, was a 
medium-sized town with 100,000 people; 
now it has more than 2m. Over the same 
period the Los Angeles metropolitan area 
has grown from 4.4m people to 13.5m. And 
the Colorado, along with the air condi- 
tioner, was responsible for allowing this 
growth to happen. 


Clear water, dirty air 


The river's most splendid feature—the 
Grand Canyon—is federal territory, run by 
the National Park Service. Here too growth 
has been conspicuous. The number of visi- 
tors to the canyon last year was more than 
4m, compared with 2.9m ten years ago. The 
canyon generates a $150m-a-year industry, 
of which $65m goes to the Park Service and 
its contractors. Private companies get about 
$75m from scaring the daylights out of tour- 
ists in vertiginous helicopter and aeroplane 
rides, and $15m from terrifying them in 
river trips in rafts. 

But the canyon's magnificent views are 
being blurred by pollution. Although it is 
still possible, at times, to see for 200 miles, 
man-made and natural pollutants have com- 
bined to cut visibility, at other times, to 
fewer than 30 miles. The finger is pointed 
squarely at the Navajo Generating Station, a 
coal-fired plant built, ironically, to make up 
for a shortfall in power after it was decided, 
mercifully, not to build two dams within the 
Grand Canyon itself. 

The power station is upwind of the can- 
yon and there are plenty of other sources of 
pollution. Nonetheless, tests have shown 





First the Iron Horse, now this 
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that the plant is the source of many of the 
sulphate particles that are mainly responsi- 
ble for fouling the air. The Park Service is 
using the Clean Air Act, which mandates 
that the air around the canyon should be 
"Class I", to try to force the plant to install 
emission controls that cost $1 billion. 

The Park Service is also at loggerheads 
with the Western Area Power Administra- 
tion over the way it runs Glen Canyon Dam, 
just upstream from the canyon. The admin- 
istration releases water through the dam at 
different speeds (faster in the day than at 
night) and this, says the Park Service, is 
causing the canyon's beaches to be washed 
away by surges. The dam stops silt from trav- 
elling down the river (Powell would not rec- 
ognise today's relatively clear water), which 
means that there is nothing natural to re- 
place the beaches. A federal court has or- 
dered an environmental-impact report. 

Budget constraints plus growing popu- 
lar awareness of the environment mean that 
the great days of Colorado river wate 
projects are probably at an end. The Bureau 
of Reclamation itself is more disposed than 
it was to take environmental needs into ac- 
count. The bureau, says Mr Ed Norton of 
the green-minded Grand Canyon Trust, has 
come to realise that the Colorado is “not 
just a great plumbing system”. 

The people who rely on the river are yet 
to be convinced. For instance, silt in Lake 
Havasu (where London Bridge now is) 
causes problems for recreational boaters. 
Hardly a weekend goes by when the bu- 
reau's office in Boulder City does not get a 
telephone call asking for an extra foot or so 
of water to be released for a regatta. If the 
bureau could do this—and it cannot—that 
extra foot would use up the equivalent of 
the yearly allocation for Laughlin, a gam- 
bling town on the river's bank. But the pub- 
lic has become used to having the Colorado 


river serve its needs. 
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The shyness of Colombia 
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It’s not just cocaine that kills them 


TH ex-General Manuel Noriega 
safely a prisoner of the war against 
drugs, it seemed a good idea in Washington 
to move the front line southwards from Pan- 
ama. The next place down on the map of 
Latin America is Colombia. To the open 
seas off that country’s Caribbean coast, the 
a: States navy let it be known it was 
ispatching the aircraft carrier John F. Ken- 
nedy, with the necessary escort and supply 
vessels. This flotilla was more than a mere 
anti-smuggling patrol, and it startled the 
man whose fight against the drugs traders 
the United States most wants to help—Mr 
Virgilio Barco, the president of Colombia. 
Mr Barco is doughty against the drugs 
barons. He is also, however, determined to 
secure the election of a like-minded Liberal 
successor at Colombia’s presidential elec- 
tion in March. He fears accusations from his 
Conservative opponents that his party has 
compromised Colombia’s sovereignty by co- 
operating with the United States in the anti- 
drugs fight; so, while accepting advice and 
hardware from Washington, he resists the 
sending of foreign soldiers and sailors to his 
country, and quickly refused any co-opera- 
tion with the Colombian navy. 
The United States government, seeing 
his dismay, drew back; instead of having 
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"decided to take certain options”, the ad- 
ministration explained, it was merely con- 
sidering those unidentified options. For the 
United States too the matter is delicate. 
President Bush cherishes his plan to visit 
Colombia on February 15th, to join the 
presidents of Colombia, Peru and Bolivia af- 
ter their meeting to discuss the drugs trade. 

Mr Bush wants his fellow-presidents to 
be as tough against drugs as he is himself. 
But his overthrow of Mr Noriega has com- 
plicated things. Although all his partners 
detested Mr Noriega, the conventions of 
Latin America's relations with the United 
States require them to disapprove of the way 
he was removed. 

So the Bolivian Congress says that 
country's president should not meet Mr 
Bush. Peru faces an election in April; the 
outgoing president, Mr Alan Garcia, was 
playing hard to get even before United 
States soldiers surrounded his embassy in 
Panama, where some of Mr Noriega's cro- 
nies were hiding. President Barco, also fac- 
ing an election, has even better reason to be 
prickly. His North American advisers, uni- 
versity degree and (allegedly) properties 
make him a target for Colombian 
nationalists. 

The drugs merchants hate Presidert 


Barco. They fear that if he can catch them 
he will extradite them to face United States 
judges, rather than those they can kill, ter- 
rorise or bribe at home. As Colombian law 
stands, only the president may extradite sus- 
pects. In December Colombia's Congress 
seemed ready to prevent even that. A bill 
that would in effect have stopped all extradi- 
tion was frustrated only when enough of Mr 
Barco’s party followers stayed away to stop a 
vote being taken. 


There’s another war on too 


The drugs war is not the only source of vio- 
lence Colombians have to fear. Their do- 
mestic conflict has killed at least 300 people 
since the end of August, including politi- 
cians, policemen, judges and journalists. It is 
part of an old struggle. 

Colombia has had fewer revolutions 
and dictators than most of its neighbours. 
But its normal politics is a perpetual feud be- 
tween Liberals and Conservatives, in which 
state contracts are the winners’ reward, and 
smuggling the source of the losers’ cash and 
weapons. Colombians remember the civil 
war of 1899-1902; the Liberals lost, and 
100,000 people died. During the war United 
States stripped away from Colombia the 
province of Panama. The inter-party 
violencia of 1948-56, which began with the 
murder of the Liberal leader, Jorge Eliecer 
Gaitan, ended with 300,000 people dead 
(out of a population, then, of 11.5m). 

The army-supervised truce ending that 
round of slaughter provided that, for 16 
years, the two parties would present a joint 
candidate and carve up the political spoils 
between them. (This cut the far left out of 
politics, encouraging its members to the 
revolutionary violence in which some of 
them persist.) Vestiges of the power-sharing 
contract lingered on until the election of 
1986, when Mr Barco's Liberals beat the 
outgoing Conservative, and one far-left 
group was allowed to win a few seats in Con- 
gress. This angered the far right, which be- 
gan its own terror campaign, with money 
and arms from the smuggling trade. 

Emerald-smuggling was still prosperous. 
The trade in marijuana was far more so, but 
declining in face of stiff competition from 
growers in Mexico and the United States it- 
self. So the smugglers diversified into co- 
caine, which has made them even richer 
than the coffee and cattle tycoons who back 
the two big parties. They sought their share 
of the political action, by kidnapping, extor- 
tion and terror, first in co-operation with 
left-wing terrorists, then with the more con- 
genial thugs of the dissident right. 

By adopting North American business 
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methods, Mr Barco, himself a millionaire, 
has transformed the economy. He has en- 
couraged the import of know-how, guaran- 
teed flows of capital and profits, cut tariffs 
and generally liberalised the economy. As a 
result, there has been a boom in oil wells, 
coal mines and manufacturing industries. 
Colombia no longer depends on exporting 
coffee. In 1984 recorded exports were worth 
$3.5 billion, of which coffee contributed 
well over half. In 1988 coffee exports were 
slightly down, but total exports were worth 
more than $5 billion. 

This economic revolution has upset the 
rich traditionalists who run the Conserva- 
tive and Liberal parties and fear change of 
any kind. The drugs gangs exploit that fear, 
and are ready for fresh slaughter. In August 
1989 one of their murders brought to mind 
the killing of Gaitan in 1948, and the start of 
the terrible violencia. At a rally they shot 
down Luis Carlos Galan, the most likely 
Liberal candidate at the March election, and 
their implacable foe. 

President Barco called to the world for 
support. President Bush thought this in- 
cluded partnership in the war on drugs he 
had just declared. But Colombians remain 
wary. Many of them, including many friends 
of the United States, want that country to 
put its own drug-importing house in order 
before it moves into their own longer-estab- 
lished and even more deadly violence. 





Haiti 


Poisson d'Avril 


FTER Panama, Latin America is down 

to its last three dictators: in Cuba, the 

doyen of conservative communists, Mr Fidel 

Castro; in Chile, the departing General 

Augusto Pinochet; in Haiti, General Pros- 

per Avril, who may need nudging if he is to 
give up as soon as he says. 

General Avril has promised to hold lo- 
cal elections in April, a parliamentary elec- 
tion in July and a presidential one in No- 
vember. Haitian elections are always 
dubious. The generals blatantly fixed the 
last one in favour of a pliable civilian, Mr 
Henri Manigat, then ousted him in 1988 for 
trying to do the job seriously. The previous 
election, in 1987, was cancelled after a small 
massacre in a polling-booth; the general 
thought to have ordered it is still at liberty in 
Port-au-Prince. 

The next set of elections may be more 
honest. General Avril does not see himself, 
like the late Francois (Papa Doc) Duvalier 
and his son, Jean-Claude (Baby Doc), as 
president-for-life. He has appointed an elec- 
toral council which is acceptable to the 
presidential contenders. But General Avril 
faithfully served the Duvaliers for many 
years, and like many such he may not be 
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keen on giving up his privileges. 

If the presidential election is anywhere 
near free, the favourite to win is Mr Marc 
Bazin, an enlightened if indecisive former 
division chief at the World Bank. (He tried 
to clean up Baby Doc's government as fi- 
nance minister, but gave up and resigned.) 
About 6,000 people attended the congress 
of his Movement for the Installation of De- 
mocracy in Haiti last October. 

Middle-class Haitians form political par- 
ties at the drop of a hat. Mr Bazin has his 
own, with two others in alliance. He has 
links with the Liberal International and 
compares himself to Mr Adolfo Suarez, who 
eased the transition from dictatorship to de- 
mocracy in Spain. Mr Bazin proposes to 
treat the army with kid gloves: "We want di- 
alogue, consultation and power-sharing,” 
he says. In the event of his victory, he would 
tell the tontons macoutes—the Duvaliers' 
paramilitary gangs—that all could be forgot- 





Keeping it under his hat 


ten, or at least forgiven, if they accepted 
democratic rule. His rivals include Mr Louis 
Dejoie, a rich populist, and Mr Hubert de 
Ronceray, a veteran civil-rights campaigner, 
neither of them so willing to forgive and for- 
get. 

Haiti's rock-bottom economy shows no 
sign of rising. Foreign investment has been 
stalled since 1987. Over two-thirds of the 
country's would-be workers have no proper 
job to go to. The minimum wage is $3 a day 
in towns, and less than half that on the few 
farms that still hire labour. Haiti used to get 
$150m a year in foreign aid; now potential 
donors are waiting for the presidential elec- 
tion before signing any cheques. They might 
get their cash ready if the winner seemed 
likely to be a man from the World Bank. Mr 
Bazin wants to persuade the soldiers to let 
the elections go ahead. He says, “I give Gen- 
eral Avril the benefit of the doubt." 





3 P - E - “we "Tp TF a ew Fre 
FOL E] mo. 


Algeria 
Out of couscous 


I a ese the mysteries of Alge- 
rias National Liberation Front (FLN), 
which has run the country since 1962, is like 
trying to solve Rubik's Cube blindfolded. 
The party has recently moved in two direc- 
tions at once. President Chadli Benjedid, 
like those trying to reform entrenched sin- 
gle-party systems in Eastern Europe, is chal- 
lenged both by party apparatchiks who fear 
the loss of their privileges and by the demo- 
cratic forces he has himself unleashed. 

Mr Chadli wants multi-party democracy 
and a liberal economy. At the party confer- 
ence in late November he was expected to 
dispose of his anti-reform rivals once and for 
all. He failed—it seemed. The party rank- 
and-file voted on to the 268-man Central 
Committee lots of the anti-reformists whom 
Mr Chadli seemed to have defeated lor 
ago, including in particular Mr Abdelaziz 
Bouteflika and Mr Belaid Abdessalam, ar- 
chitects of the Algerian socialism Mr Chadli 
is trying to dismantle. It looked like a body- 
blow to the president's efforts. Some FLN re- 
formists talked of breaking away to form an- 
other party. 

But a month later, on December 25th, 
that same Central Committee voted for a 
new l5-man Politburo, the body which 
takes the important decisions in Algeria. 
Not one of the old guard was elected. The 
Central Committee meekly accepted every 
name on a list drawn up by the president, 
including the prime minister, Mr Mouloud 
Hamrouche, and four reform-minded cabi- 
net ministers. 

One school of thought suggests that the 
old-timers did not really win at the congress, 
but were allowed to resurface in order to 
close the FLN's ranks in the run-up to local 
elections in the spring, when it will be, ; 
least in theory, one party among man. 
Other Algeria-watchers believe Mr Chadli 
was indeed humiliated at the congress, but 
later faced down the conservatives by threat- 
ening to break up the party. 

Either way, the president and his re- 
forms face difficulties. His efforts to move 
Algeria away from a centralised economy 
have led to severe short-term deprivations. 
The country, which has felt poor since the 
collapse of oil and gas prices, has slid re- 
cently into a deeper economic mess. Servic- 
ing the foreign debt, which is now around 
$25 billion, swallows $7 billion of the $11 
billion that Algeria earns from its exports. 

People are fed up. Unemployment is in- 
creasing, there are frequent strikes and dem- 
onstrations over everything from pay to offi- 
cial corruption. Basic goods, such as eggs or 
couscous, are often unavailable—or, since 
the dropping of price controls, available at 
prices ordinary people cannot pay. Privatisa- 
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tion has produced a new crop of entrepre- 
neurs whose conspicuous wealth makes the 
poor even crosser. 

Discontent is driving people into the 
arms of Islamic fundamentalists. The FLN is 
still the country's strongest secular force 
(the other parties are either weak or purely 
regional) but the Islamic Salvation Front 
(FIs) is expected to win 20-30% of the vote. 
FIs, which demands a return to Islamic val- 
ues and Islamic law, has a ready-made orga- 
nisation around the mosques. Under Profes- 
sor Abassi Madani, it has been winning 
support through social work among the 
poor. On December 20th some 500,000 
people, including 100,000 veiled women, 
marched in peaceful support of the front 
through the centre of Algiers. Its popularity 
will grow as austerity bites deeper. 





Kenya 


_eaning tower 


FROM OUR EAST AFRICA CORRESPONDENT NAIROBI 


HE ruling party wants a monument to 

itself. The Kenya African National 
Union proposes to construct Africa's tallest 
building, 60 storeys high, flanked by two 
smaller towers, and fronted by a four-storey 
statue of the president, Mr Daniel arap Moi. 
This is remarkable enough. More remark- 
able yet, and still more worrying, is the tor- 
rent of official vitriol that has fallen upon 
the project's critics, betraying Kenya's slip- 
ping political standards. 

The proposed building is to be financed 
by some $200m in publicly guaranteed 
loans—a burden which Kenya cannot com- 
fortably afford, and may strain its agree- 
ments with the IMF and the World Bank. It 
will attract thousands more workers to the 
overburdened roads, transport and tele- 

one systems of Nairobi's city centre. The 
«osen site is in Uhuru Park, a pleasant part 
of a green belt that relieves the dusty con- 
crete of Nairobi; official spokesmen insist 
the building will not be in but alongside the 
park, which is not how it looks where the 
ground has already been broken. 

Named to commemorate Kenya's inde- 
pendence (uhuru means freedom), the park 
is a sort of national monument where anni- 
versaries, inaugurations and festivities are 
marked with presidential speeches, youth 
choirs and air force fly-pasts. On more hum- 
drum days it is a source of free and placid 
entertainment for the residents of Nairobi's 
slums and crowded housing estates. 

Professor Wangari Maathai, an environ- 
mentalist who helped to found a local tree- 
planting movement, considers the building 
a threat to the park; she wants the tower 
built elsewhere, and went to court to stop it 
(suit dismissed). An avalanche fell upon her. 
Members of parliament stood up in session 
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to call her behaviour "ugly and ominous”. 


“A shame of unprecedented monstrosity,” 
said one. The fact that she has been di- 
vorced was rudely noted; that she is a 
woman seemed to displease some speakers. 
The professor's attackers say her tree- 
planting movement should be banned; it 
has been evicted from offices borrowed from 
the government (which, officially, has a 
strong pro-tree policy). President Moi de- 
clares that she and other opponents should 
shut up, adding that they have "insects in 
their heads". When a lawyer wrote that such 
debates should be free, Mr Moi told lawyers 
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Moi's statue will be four storeys tall 


to be quiet. The chairman of the ruling 
party, who operated the digger that broke 
ground for the building, proclaimed it good 
for the environment. 

The cry against dissent is of a piece with 
other recent developments. Opposition par- 
ties were banned de jure in 1982 (but de 
facto there were none to ban). In 1986 the 
governing party quietly decided to eliminate 
the secret ballot from crucial stages of par- 
liamentary elections. In 1988 a church-spon- 
sored magazine laid out evidence of fraud in 
elections, and was promptly banned. A fi- 
nancial journal was banned more recently, 
and its editor briefly detained, for hinting 
too strongly at corruption. 
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The attorney-general has lost security of 
tenure, judges have been made easier to dis- 
miss, and the police have been handed 
greater powers of detention without charge. 
Mr Moi has granted some well-publicised 
pardons, and the government claims to hold 
no political prisoners; but more than 80 
people remain in prison on convictions of 
belonging to a subversive organisation— 
convictions obtained upon confessions de- 
livered without benefit of defence counsel. 
Lawyers who object are accused of subver- 
sion; clergymen who decry corruption and 
political strong-arming are said to serve for- 
eign masters. 

Kenya once enjoyed a different reputa- 
tion. Parliament, now a chorus to the ruling 
party's directives, was known for robust de- 
bate. There was even an opposition party. 
Political freedom was uneasy, but real. Now, 
under Mr Moi's direction—as in much of 
the rest of Africa—echoes from Eastern Eu- 
rope's ordeal by one-party rule resound only 
faintly, drowned out by cries that national 
unity must have priority, and that compet- 
ing voices are an unaffordable luxury. 





Immigrants to Israel 


Rush from Russia 


FROM OUR JERUSALEM CORRESPONDENT 


OME 2m or more Jews live in the Soviet 

Union—more than half as many as live 
in Israel. Under President Mikhail Gorba- 
chev, they may at last be free to leave if they 
wish. For Israel, that would create the big- 
gest influx of immigrants since the nation- 
building days of the early 1950s, and se- 
verely strain the practice, if not the theory, 
of Zionism. 

The Israeli government and the Jewish 
Agency—the semi-official organisation that 
helps gather in and settle people from the 
diaspora—had until recently been prepar- 
ing to greet 100,000 Soviet immigrants over 
the next three years. The present rate of in- 
flux is about 2,400 per month, via Austria, 
Hungary and Romania. Since the new year a 
direct air service has operated between Mos- 
cow and Tel Aviv, and the arrivals could 
quickly double. The government guesses 
that Israel may get as many as 750,000 So- 
viet Jews over the next six years, increasing 
its Jewish population by a fifth. 

The Soviet Zionists who argued their 
way to Israel in the late 1970s were enthusi- 
asts. The new wave is different. Few have 
sought freedom to study Hebrew; they have 
not recently been harassed by Soviet secu- 
rity men, nor been deprived of jobs for ap- 
plying for permission to leave. Most would 
prefer to go to the United States. 

Of the 280,000 Jews who left the Soviet 
Union between 1968 and 1988, only just 
over half went to Israel. The choice is no 
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longer as open as it was. The United States 
does not uncritically welcome "economic 
migrants; only those with close relations in 


the United States find it easy to get the 


green card that entitles them to work there. 
But, under the Israeli law of return of 1950, 
all Jews are entitled to Israeli citizenship. 

Economic and political uncertainties 
provide good reasons why anybody might 
wish to leave the Soviet Union. Jews have 
better reasons than most. In particular, they 
fear an anti-Semitic backlash as truculent 
minority nationalisms rend the familiar, 
controlled fabric of Soviet life. Officially, Mr 
Mikhail Gorbachev's government has au- 
thorised a revival of Jewish culture. But 
many still choose to get out while the going 
is good. 

For Israel, the arrivals are welcome but 
expensive. New immigrants need jobs, hous- 
ing and education, at a time when unem- 
ployment is high and the government is 
spending less on everything except fighting 
the Palestinians. The Israeli government 
and the Jewish Agency announced in No- 
vember that the cost of resettling 100,000 
Soviet Jews over the next three years would 
be $2 billion; they hoped Americans would 
contribute a lot of it. 

A representative of poor Jews in Jerusa- 
lem has caused a storm in a samovar by pub- 
licly urging Mr Gorbachev to restrict Jewish 
emigration from the Soviet Union. Activists 
like Mr Natan Sharansky, who struggled for 
years to get out of the Soviet Union, have 
warned the government that it must do 
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Another fur coat finds a place in the sun 


more to meet the challenge. Some Jews in 
the Soviet Union complain that the Israeli 
authorities are slow to process their applica- 
tions; the bureaucracy is inflexible, both in 
the Jewish Agency and in the Ministry of Im- 
migrant Absorption. 

Israeli optimists recall that the arrival of 
migrants has always been associated with 
boom conditions and full employment; they 
argue that fresh blood may help, at a time 
when morale is low and Israel's problems 
seem as insoluble as ever. Receiving Jews is 





SRAEL, like Ireland and South Africa, 

is one of those unhappy places where 
demography is a weapon as well as a sci- 
ence. If, as Israel hopes, 750,000 Soviet 
Jews really do immigrate over the next six 
years, how will that affect Palestinian 
hopes for independence? 

“Greater Israel" (pre-1967 Israel plus 
the Israeli-occupied West Bank, Gaza and 
Golan Heights) contains about 3.7m Jews 
and 2.2m Arabs, so just over 6096 of the 
population is Jewish. But Arabs have 
more children than Jews. Whereas natural 
increase raises the Arab population by 31 
per thousand every year, the Jewish popu- 
lation rises by only 13 per thousand. By 
the year 2000, according to a forecast by 
Israel's Central Bureau of Statistics, Jew- 
ish numbers will have grown to about 
4.2m and Arab numbers to at least 3.1m; 
the Jewish majority will shrink below 
5196. At that rate Arabs would be in a ma- 
jority by the year 2020. 

This is the so-called "demographic 
time-bomb", part of the argument for Is- 
rael to pull back to its pre-1967 bound- 
aries. There, by 2000, Jews will still out- 
number Arabs by four to one. But the 
Israeli forecasts were made before Mr 





the raison d être of the Jewish state," said a 
commentator in the Jerusalem Post last 
month. 

On the other hand, some Arab leaders 
fear that Soviet Jews, who lean to the right 
in politics, will reinforce the settlers in the 
occupied territories. That may be too fear- 
ful. Experience shows that many Russians, 
including Jewish Russians, care as much 
about comfort and success as about ideologi- 
cal sacrifice and nation-building. 
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Gorbachev started letting a lot of Jews out 

and before America—the place most | 
really want to go to—stopped letting them | 
come in. | 

How is the Russian influx going to 
change Israel? Not all that much, argue 
those Israelis who favour withdrawing | 
from the occupied territories. Professor 
Arnon Soffer, of the University of Haifa, 
reckons it would take 170,000 new Jewish 
immigrants to shift Greater Israel's 
present balance a single percentage point 
in the Jews' favour. 

Israelis who want to hold on to the oc- 
cupied territories take a different view of 
the figures. For years, they say, left-wing- 
ers have been predicting an Arab majority | 
in Greater Israel, yet thanks to immigra- | | 
tion the Jewish majority has hardly | 
changed since the capture of the West | 
Bank and Gaza in 1967. And now the | 
Russian arrivals promise to keep the Jew- | 
ish majority intact for another two de- | 
cades. So what has happened to that 
much talked of demographic time-bomb? 
Aha, answer the left-wingers, it has al- 
ready gone off: it exploded with a bangon | 
December 9 1987, with the eruption of | 
the Palestinian intifada. | 
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Deutschland, Deutschland iiber alles 


FROM OUR BONN CORRESPONDENT 


MONG the new realities Europeans 
now face, German assertiveness may 
prove the hardest to get used to. Even be- 
fore the barriers between the two German 
states began to crumble, West Germany had 
started to find a political voice to match its 
economic and military weight. Now it is 
serving blunt notice to its friends, especially 
to the three western wartime victors (Amer- 
ica, Britain and France), not to try to brake 
the drive to German unity—or else. 

Or else what? On the left is Mr Willy 
Jrandt, ex-chancellor and father of 
Ostpolitik, who gives the clearest answer. At 
a recent Berlin congress of his Social Demo- 
cratic party, Mr Brandt gave warning that if 
the western allies were too pernickety about 
their rights in Germany there could be a na- 
tionalist backlash. Mr Brandt agreed that 
progress towards German unity should be 
co-ordinated with efforts to bring down bar- 
riers across the whole continent. But he 
added, to applause, that "nowhere is it writ- 
ten that the Germans have to stay stuck in a 
siding until the allEuropean train has 
reached the station.” 

There may well be personal reasons why 
Mr Brandt speaks with such evident feeling 
about unity and the allies. As mayor of West 
Berlin in 1961, he witnessed at first hand 
how the western "protectors" proved un- 
willing or unable to stop the communists 
building the wall. That experience is said to 
have convinced him that, if Germans were 
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ever to overcome division, they would have 
to do most of the job themselves. 

But the Brandt rhetoric also has another 
cause. Several times in their history German 
Social Democrats have gone under espous- 
ing internationalism while the far right (es- 
pecially the Nazis) rose to the top by tapping 
and abusing feelings of national pride. Mr 
Brandt and like-minded party members are 
determined to ensure that the right is never 
again able to claim “the national issue” as its 
own; all the more so in view of the successes 
over the past year of a new far-right party, 
the Republicans. 

The rise of the Republicans also partly 
explains the bothering language coming 
from the conservative parties in the centre- 
right coalition under the chancellor, Mr 
Helmut Kohl. When Mr Kohl, leader of the 
Christian Democrats, repeatedly confirms 
less definitely than he could that the Oder- 
Neisse line is Poland’s western border, he 
does so with an eye to right-wing voters— 
especially those expelled from former Ger- 
man territories east of the Oder-Neisse. He 
is also bolstering his colleague Mr Theo 
Waigel, the head of the Christian Demo- 
crats’ sister party in Bavaria, who faces a 
tough election tussle with the Republicans 
in his home state in October, two months 
before the West German general election. 

Electioneering apart, there is also a 
strong belief in conservative ranks that the 
western allies are dragging their feet on Ger- 









man unity, despite long-standing pledges to - 
further it. There are complaints that the al- | 
lies are seeking to dictate the pace and con- — 
ditions for unity; there is resentment over 
the "showing the flags" meeting of the four E 
wartime victors, held at Russia's request, in 
Berlin last month; and there is widespread — 
praise for Mr Kohl's decision to announcea — 
ten-point plan for unity without previously 
informing the allies (who, it is felt, would . 
have quibbled). What rankles most is the at- | 
best-lukewarm attitude towards German — 
unity of France, considered by the Germans. 

to be their closest ally. Anglo-Saxon cool — 
ness is hardly a surprise; but that the French. 
should show so little trust in their partner 
across the Rhine, that really hurts. 

The politician on the right who has so- 
far come closest to articulating this sense of 
grievance in public is Mr Alfred Dregger, 
the leader of the conservative parties’ joint - 
group in parliament. Mr Dregger said re- 
cently that there was “cause” to remind the 
allies of the commitments they made in th 
"Germany Treaty” of 1954. This is a docu- 
ment West German diplomats are referring 
to frequently these days. 

[n that treaty, Mr Dregger noted, West 
Germany agreed to enter NATO on the un- 
derstanding that its allies would help it. 
achieve reunification by peaceful means. 1 
Article Seven the signatories proclaimed "a 
common aim of a reunified Germany enjoy- 
ing a liberal-democratic constitution like 
that of the Federal Republic, and integrated. 
within the European community." Some 
lies, Mr Dregger said, had found a divided - 
Germany convenient; but, indulging in 
some gentle arm-twisting, he added that as | 
the allies also knew how important West 
Germany was to them, he did not believe 
they would or could disappoint German 
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hopes just when they could become reality. 

Such assertiveness has not come as a 
bolt from the blue. West Germans have 
been steadily rediscovering a sense of na- 
tional pride. It shows itself at its worst in the 
tub-thumping excesses of the Republicans, 
at its best in the enlightened patriotism of 
President Richard von Weizsäcker. “We are 
neither superpower nor pawn," he said in 
his speech on his re-election last May. That 
was a sign that, after four decades, West 
Germans were aware of their weight in the 
world. So was the opposition of the foreign 
minister, Mr Hans-Dietrich Genscher, to 
new NATO nuclear missiles which could hit 
"the other part of our fatherland”. So too 
was the Social Democrats’ campaign, now 
being relaunched, to scrutinise and prune 
allied rights in Germany. 


The need for tact 


The sudden emergence of German unity as a 
real prospect, not a distant dream, has in- 
tensified these attitudes and made it harder 
for the allies to know how to react. It is one 
thing for Mr von Weizsücker to give warn- 
ing, as he frequently does these days, that 
moves to unity should not be hectic and 
must take account of Germany's neigh- 
bours; it is quite another when the allies say 
much the same. Mr von Weizsücker, to 
many German ears, sounds reasonable; the 
allies are suspected of being inspired by fear, 
or envy. 

Allied rights come to seem even more 
irksome. Why, Germans ask, cannot 
Lufthansa, the West German airline, fly to 
Berlin (except as a partner in an airline ma- 
jority-owned by the French); why cannot 
West Berliners have full voting rights in a 
West German general election (especially 
since free elections seem about to be held 
throughout East Germany)? 

Some changes in the allied stance are in 
the offing—but any changes are likely to be 
cautious so long as the allies’ misgivings re- 
main. When Mr Kohl is hazy about the 
Oder-Neisse border, he worries not just the 
Poles but other people otherwise inclined to 
pooh-pooh fears of a new expansionist 
Reich. The allies also worry about the conse- 
quences for NATO if the drive for German 
unity bounds ahead of progress in east-west 
talks on troops cuts. Would, for example, 
even the loose confederation between the 
two Germanies which some politicians be- 
lieve could emerge in a year or two be com- 
patible with West German membership of 
NATO? Not least, there is the fear that a pre- 
East Germany towards 
unity could further weaken Mr Gorbachev's 
position, a belief evidently shared by Mr 
Gorbachev himself. 

These are all plausible reasons for pro- 
ceeding with care. But they are getting 


- harder to put across in a country that is in- 


creasingly finding its own voice. 
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East Germany 


Is the party over? 


FROM OUR BONN CORRESPONDENT 


HE East German communist party has a 

new name but is still up to its old tricks. 
It is using them to try to scotch the challenge 
from the fledgling opposition in the coun- 
try's first free election on May 6th. 

It may seem odd that the party of the 
disgraced former leader, Mr Erich 
Honecker, still has the strength to be a 
threat. It has lost close to 1m of its former 
2.3m members; it is the target of regular 
mass demonstrations; and its attempt at im- 
age-rebuilding, its decision to re-christen it- 
self “Socialist Unity Party of Germany-Party 
of Democratic Socialism", just brought 
more ridicule. 

But the communists still control most of 
the state apparatus and economy, they dom- 
inate the media and have plenty of money. 
All these are daunting obstacles for the op- 
position, split into nearly a score of groups 
and lacking even such necessities for run- 
ning an election campaign as office space 
and telephones. Now the communists have 
hit on a couple more self-serving proposals. 
They have concocted a draft election law 
aiming to ban campaign aid from abroad, 
thus (if approved) depriving the opposition 
of sorely-needed help from West Germany. 
And Mr Hans Modrow's government, 
pleading a neo-Nazi threat, plans to set up 
quickly a substitute for the hated state secu- 
rity police (Stasi) which, under popular pres- 
sure, it is now all-too-slowly dissolving. 

Does that imply the election is over be- 
fore it starts? Hardly. The new challenges, 
and the closeness of the May poll, are forc- 
ing the opposition to start getting its act to- 
gether at last. Six of the larger groups have 
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Modrow is a force to be reckoned with 





formed a campaign alliance (though one of 
them, called "United Left", quickly walked 
out again). Opposition leaders are taking a 
tougher line at the round-table talks with 
the communists and will almost certainly 
succeed in forcing changes in the draft elec- 
tion law. What the opposition most lacks is a 
leader with the clout of a Lech Walesa or à 
Vaclav Havel—not least because some of 
those who might have fitted the bill have ei- 
ther fled or were expelled to West Germany 
long ago. Even so, it is hard to believe that 
East Germans, who so firmly got rid of one 
lot of dismal dictators, will in their first ever 
chance to vote freely choose to be ruled by 
communists again. 





Bulgaria 


History returns 


FROM A CORRESPONDENT IN SOFIA 


OQ of the nastiest policies of Bulgaria's 
discredited old Communist bosses 
turns out to have been rather popular. The 
decision by Bulgaria's new leader, Mr Petar 
Mladenov, to end the forced assimilation of 
Bulgaria's ethnic Turks and to allow them to 
use their own names and language has pro- 
voked a virulent backlash. After two weeks 
of noisy demonstrations and strikes by anti- 
Turk nationalists, a temporary truce was 
called this week for talks. Unless passions 
subside quickly, they could scupper Mr 
Mladenov's plans for reform. 

In 1984 Bulgaria's now disgraced party 
leader, Mr Todor Zhivkov, started a cam- 
paign to ban the Turkish language and to 
change the names of Bulgaria's Im or so eth- 
nic Turks. All Mehmets suddenly became 
Mikhails, Hikmets became Viktors. Resis- 
tance was stiff. Mr Zhivkov used armed po- 
lice to crush it. Last year he expelled several 
thousand Turks. Others who wanted leave 
were encouraged to do so. In a few weeks, 
more than 300,000 Turks had flooded over 
the border into Turkey until the Turkish 
government, unable to cope, blocked fur- 
ther entry. 

Criticism from abroad and condemna- 
tion at home from the fledgling opposition 
helped speed the end of Mr Zhivkov's 35- 
year reign. After a palace coup in Novem- 
ber, Mr Mladenov promptly steered Bul- 
garia towards the East European main- 
stream: the Communist party has aban- 
doned its claim to a leading role and free 
elections are to be held in May. Reversing 
the assimilation policy was the obvious next 
step. On December 29th it was announced 
that Turks could take back their old names 
and speak Turkish in public. 

The backlash among ordinary Bulgari- 
ans has been genuine enough. Feelings run 
deep over the 500 years of Turkish occupa- 
tion. Bulgarians who bought up the apart- 
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Gorbachev's turbulent south 


HE 50 or more peoples scattered 

through Soviet Transcaucasia and the 
northern Caucasus are an anthropolo- 
gist's dream. But controlling their blood 
feuds is proving an administrator's and 
soldier's nightmare. 

[n the past two weeks thousands of 
Azeris have destroyed frontier posts and 
cut barbed wire on the border between 
the Autonomous Republic of Nakhiche- 
van and Iran. (Like other national groups 
in the region, not all Azeris live in Azer- 
baijan proper; Nakhichevan, though un- 
der Azerbaijan's wing and populated by 
Azeris, is separated from Azerbaijan by 
Armenia.) Officials from 
Azerbaijan and Iran were 
quick to announce new regula- 
tions which would allow eth- 
nic Azeris, who live on both 
sides of the Soviet-Iranian bor- 
der, to visit each other. This 
should help to calm things 
down for a while. 

Although a handful of zeal- 
ots braved the icy waters of the 
Araks river to reach Iran and 
return with copies of the Koran, the un- 
rest holds bigger worries than religious ex- 
tremism for Mr Mikhail Gorbachev. One 
is the power of organisations such as the 
Azerbaijani Popular Front. Another is the 
violence directed against Communist 
power. At the end of last year one teen- 
ager was killed and 150 people injured in 
fighting in the town of Jalilabad, where 
rallies held to demand the resignation of 
the local party boss got out of control. 

The troubles in Azerbaijan worry both 
Iran and Turkey because nationalist un- 
rest there may reinforce the demands of 
their own minorities: Azeris, Kurds, Tur- 
comans, Arabs, Baluchis. Iran may at one 
time have wanted to export its Islamic 
revolution northwards but, like Turkey, it 
has recently enjoyed much better rela- 
tions with the Soviet Union and does not 
want to harm prospects for trade. 


Even without this international twist, 
matters on the Soviet side of the border 
had already taken a nasty turn. In the past 
two years more than 300 civilians and 18 
troops have died in the violence in the 
three republics of Azerbaijan, Armenia 
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and Georgia. The 
quarrels have their 
origins in age-old re- 
ligious and national enmity. 

Most of the blood has been spilled in 
conflicts between Muslim Azerbaijanis 
and Christian Armenians, who are still at 
loggerheads over Nagorno- 
Karabakh, an enclave popu- 
lated mostly by Armenians, 
but now once again con- 
trolled by Azerbaijan after 
almost a year of emergency 
rule from Moscow. Sporadic 
fighting continues. One per- 
son was killed when a bus- 
load of Azerbaijanis was am- 
bushed on January 2nd. 

Farther north, in Geor- 
gia, extra interior-ministry 
troops have been sent into 
South Ossetia. The locals 
want their autonomous re- 
gion, which is part of Geor- 
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ments and cars of departing Turks at bar- 
gain prices worry that they will be forced to 
give back the goods. Some 90,000 refugees, 
unhappy in their new country, have already 
returned home. Now the flow has increased. 
Despite government denials, there is a fear 
that the Turks will be given their own auton- 
omous republic, a step which some Bulgari- 
ans fear could lead to their country’s 
dismemberment. 

Their worries are being manipulated by 
party conservatives who resent Mr Mlad- 
enov and fear for their own future. Local 
bosses from the regions where most of Bul- 
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garia’s Turks live have reportedly helped 
form and finance the “committees for na- 
tional unity”, which sponsored the recent 
anti-Turk protests. 

The Union of Democratic Forces, the 
opposition umbrella group, has beer 
wounded by the nationalist fervour. It sup- 
ports Mr Mladenov on the issue. Its leader, 
Mr Konstantin Trenchev, says he has re- 
ceived threatening telephone calls. The na- 
tionalist tension could also force a post- 
ponement of next week’s round-table talks 
with the government. 

Mr Mladenov and his fellow reformers 
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gia, upgraded to the status of an autono- 
mous republic as a preliminary to 
reunification with North Ossetia, which is 
part of the Russian Republic. The death 
of a nine-month-old Georgian baby is 
claimed by Georgian journalists to be part 
of a series of “repeated po- 
groms’’. One Ossetian died 
on January 7th when Geor- 
gian nationalists attacked 
his house. Dozens of peo- 
ple have been injured in 
the violence there. 

Abkhazia, in the north- 
western corner of Georgia, 
is for the moment quiet af- 
ter fighting in July left 21 
dead and 400 injured. The 
Abkhazians are demand- 
ing a transfer to the Rus- 
sian Republic. Some Geor- 
gians, who have always 
prided themselves on their 
generous hospitality, are 
outraged at the Abkhazians’ ingratitude. 

Nor are Russians very popular in 
Georgia. Last April troops sent into Tbi- 
lisi on orders from Moscow to quell dem- 
onstrations killed 20 civilians. All in all, 
Moscow’s hold over the Caucasus has 
never been so tenuous. 
















Baku 








expect a showdown at the party congress 
which opens on January 30th. Hardliners 


are likely to mount a counter-attack. So far, — 


Mr Mladenov has shown no inclination to 
back down over his new Turkish policy. In- 
stead he has tried to regain the initiative by 
threatening to press charges of corruption 
against Mr Zhivkov, who is living under vir- 
tual house arrest in a villa outside Sofia. 

So long as Mr Mikhail Gorbachev re- 
mains in charge in the Kremlin and Bulgar- 
ia's East European neighbours continue on 


their reforming path, Bulgaria is unlikely to | 


turn its back completely on reform. Yet the 
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Balkans can spring some nasty surprises. As 
the old political rules change, even older na- 
tional rivalries are reasserting themselves 
throughout the region. They make poor soil 
for the new shoots of democracy. 





Comecon 


An idea whose 
time has gone 


FROM A SPECIAL CORRESPONDENT IN SOF:A 


OES Comecon have a future? The So- 

viet-dominated trade group was de- 
signed to co-ordinate economic relations be- 
tween planned economies, and has 
therefore always been hopelessly inefficient. 
Now that all Comecon's European members 
favour moving towards a market system, 
they all agree that their trade group needs 
radical reform. The trouble is, as a ministe- 
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How many potatoes do you want in exchange for that car? 





rial meeting in Sofia on January 9th-10th 
clearly showed, they have different ideas on 
what reform should mean. 

The meeting was full of new faces, pro- 
pelled to power by the revolutions in recent 
months and calling one another "Mr" 
rather than "Comrade". The Czechoslo- 
vaks, Poles and Hungarians are the most 
radical. They want proper free trade in con- 
vertible currencies, fast. The Soviet Union, 
backed by Bulgaria, East Germany and Ro- 
mania, favour a slower, step-by-step reform 
with more modest goals. Comecon's non- 
European members—Cuba, Vietnam and 
Mongolia—mostly stayed silent. 

In the end, caution won out. A commit- 
tee was named to study Comecon’s prob- 
lems and prepare a document for a new 
meeting in three months’ time on the best 
way to achieve free trade. “We have no time 
for commissions," complained Czechoslo- 
vakia’s new finance minister, Mr Vaclav 
Klaus. "There is nothing to invent. We just 
have to return to the normal rules of inter- 
national commerce.” 

Comecon trade up to now has been a 
rigid bilateral barter, with Russians selling 
(in effect subsidised) raw materials in return 
for shoddy East European manufactures and 
food. Exchanges are calculated in so-called 
“transferable” roubles, which in fact are not 
transferable at all. Hungary, for example, 
sells shoes to the Soviet Union and earns 
roubles. But it cannot use these roubles to 
buy machines made in Czechoslovakia. It is 
this absurd system which everyone agrees 
must be overhauled. 

But how, and how fast? The Russians ac- 
cept the idea of trading in hard currency, 
but argued that trade should continue in a 
bilateral fashion. Exchanges would be added 
up in accounting ledgers between partners, 
and only at the end of the year would hard- 
currency settlement be made. East Euro- 











pean radicals denounced this scheme as "an 
accounting trick”, 

Soviet caution stems partly from the rel- 
atively slow pace of economic reform at 
home, partly from preoccupation with do- 
mestic political problems. Some of the East 
Europeans also seem content to leave hard 
decisions about Comecon until later. The 
radicals, for their part, know that the free 
trade they are pushing for would at first 
cause pain (they would have to pay more for 
Soviet oil, and some of their manufactured 
goods would no longer have a market), but 
it would bring the great benefit of escape 
from the disastrous barter system. 

The Czechoslovaks are determined to 
force the pace of reform. They are threaten- 
ing to pull out of money-losing Comecon 
projects. Mr Klaus reckons that a two-tier 
trading group will emerge in Eastern Eu- 
rope. The free-market Czechs, Poles and 
Hungarians will make their own free-trade 
arrangements while the others carry o- 
much as before. "I see three groups her: 
those who don't want to change but speak 
of change, those who talk about perestroika, 
and those who talk about real change," Mr 
Klaus said. "We want real change." 





Romania 


Cry, democracy? 


FROM A CORRESPONDENT IN BUCHAREST 


HE lights are on again in Bucharest. 

Homes are warmer. The streets are 
packed with cars and pedestrians. After the 
bloody overthrow of the Ceausescus three 
weeks ago, life is almost back to normal. 

Not that it is normal in Romania to be 
content. Critics of its old rulers are suspi- 
cious of the new ones. Mrs Doina Cornea, a 
well-known dissident, has said aloud what 
many Romanians are thought to fear. TI 
December revolution, she says, risks beir., 
taken over by former Communists. These 
dominate the Council for National Salva- 
tion, headed by the acting president, Mr Ion 
lliescu. Secret policemen who should be on 
trial are going free and workers are being 
told to dampen calls for democracy, accord- 
ing to Mrs Cornea. 

Since the revolution, Communist-party 
offices across the country have changed into 
branches of the Council's umbrella orga- 
nisation, the National Salvation Front. Out- 
side Bucharest, many towns were at first un- 
der military rule, though civilian control is 
now returning. 

For all the doubts, the new government, 
and the Council's 1 1-member executive bu- 
reau, where the real power lies, have not 
been totally sluggish about granting new 
freedoms. Romanians may now get within 


20 days a ten-year passport for foreign 
travel. They will also be able to take 10,000 
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Back to basics 


lei, about $1,000, to spend abroad. 

Military trials of some former secret-po- 
licemen are under way. Two police officers 
in Sibiu have just been sentenced for mur- 
der to 122 years in prison. The trial of Mr 
Nicu Ceausescu, the late president's son, is 
due to begin soon. How many more trials 
there will be is not known. A full accounting 
is no more likely than it was, for example, 
after the second world war in Germany, 
France and Italy. Until three weeks ago, 
there were 3.8m members of the Romanian 
Communist party, a large secret police and 
informers in every office, farm, factory and 
block of flats. Are every three Romanians to 
sit in judgment on the fourth? 

Though former Communists are in con- 
trol, they are not unchallenged. The 145- 

ember Council contains many ex-dissi- 

ents. Besides Mrs Cornea, there is Mr 
Dumitru Mazilu, former head of the police 
academy who, in 1987, tried to tell the 
United Nations how frightful life was under 
Ceausescu, and Mr Mircea Dinescu, a poet 
now head of the Writers' Union. Most ur- 
gently, they want the non-Front parties that 
are now organising themselves— notably, 
the National Peasant party, the Liberals and 
the Greens—to have their own voice on ra- 
dio and television. 

The Front has promised free elections. 
[n theory, these will be held in the spring, 
though the government may give in to pleas 
from fledgling parties to put them off until 
the autumn. That would give them the time 
they say they need to get ready. The Front 
has said it will soon be calling a round-table 
with the new parties to discuss all this as well 
as the electoral system to be used. A spokes- 
man for the Front, Mr Aurel Munteanu, has 
said that all parties will get access to radio 
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and television. If kept, that promise could 


temper some of the Front's harsher critics. 

Lawyers are drafting a new constitution. 
This will not be rubber-stamped by the 
present parliament. According to the prime 
minister, Mr Petre Roman, it will be up to 
the new parliament, acting as a constituent 
assembly, to change the draft if it wants. 

There is still a lot of confusion about 
what part the Front will play in the election. 
A natural fear is that it will try to keep one- 
party rule under another name. Last week 
one of its leading members, Mr Silviu 
Brucan, a reform Communist, was reported 
as saying the Front would run candidates. 
Now officials of the Front are saying it may 
back candidates from other parties, but will 
not run candidates of its own. 

An ex-diplomat, Mr Corneliu Bogdan, 
who was government spokesman until a re- 
ported stroke killed him on new year's day, 
may have come near the truth. Of the tan- 
gled debate over new political ground rules, 
he said: "We're not experienced at this. We 
don't always know what we're doing. We're 
ready to take advice from all sides.” 





Italy 


Huddled masses 


FROM OUR ROME CORRESPONDENT 


OR well over a century Italians in their 

thousands have been crossing Alps and 
oceans to make their fortunes. Now their 
country too is doing well; they must cope 
with a rapidly increasing flow of incomers 
with the very same aspirations. Italians have 
discovered to their dismay that they are not 
immune to tension between locals and im- 
migrants. A government decree came into 
effect this month, spelling out brand-new 
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Home's just over the horizon 


immigration policies. They are generous. 

The law offers an amnesty to the illegal 
immigrants— perhaps as many as Im—who 
are already believed to be in Italy. Any immi- 
grant from outside the European Commu- 
nity who can prove that he or she arrived in 
Italy before the end of 1989 may claim a re- 
newable two-year permit to stay. On January 
3rd, as the law came into effect, thousands 
of immigrants lined up to register outside 
police stations all over Italy. 

New permit-holders will be allowed to 
compete for jobs on an equal footing with 
Italians; the country's employers insisted on 
this. Most non-registered immigrants work 
as seasonal farm labourers, fishing crews, 
waiters and domestic servants. The govern- 
ment thinks its offer of medical care and free 
schooling will be enough to coax almost all 
of them to register with the police. 

Permit-holders get four months to take 
out their papers, after which the govern- 
ment will try to work out how many more 
newcomers can be fitted into jobs, and into 
Italy's already overstretched supply of hous- 
ing. If there is a surplus, the hope is to work 
out orderly departure programmes with the 
governments of Tunisia, Morocco and Alge- 
ria, whence most immigrants arrive. If there 
is space, the intention is to agree on quotas 
for newcomers. Under the new law, Italy will 
henceforth accept political asylum-seekers 
from farther afield than Eastern Europe. 

Plenty of sceptics, even in government, 
fear that illegal immigrants will keep on 
coming, despite the new rules. Once in Italy, 
visitors will find it easy to move on into 
other West European countries. The Italians 
refuse to change the policy of admitting 
short-stay visitors from Turkey and North 
Africa without visas; French and German 
ministers fear that will open the back door 
to unwanted settlers. The French frontier 
police already complain that illegal immi- 
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into France. 

_ The Italians point out that their coast- 
- line is long and the distance to Africa short; 
. it would be unrealistic to try to police the 
borders, and politically undesirable to close 
them. Mr Claudio Martelli, Italy's deputy 
F ime minister, is the new immigration law's 
nain sponsor. He hopes that by spelling out 
immigrants’ rights, and trying to screen fur- 
ther would-be immigrants in their countries 
of origin, "we can regulate the flux’’. But he 
admits this policy could be just the begin- 
. ning of a huge problem. His EC partners 
think the problem could be for them too. 





Single market, 
double cross? 


.. FROM OUR BRUSSELS CORRESPONDENT 
TD UYING a car in the European Commu- 
JD) nity is a lesson in how far away the 
promised EC-wide single market remains. 
Manufacturers and governments not only 
keep national markets apart, sustaining 
hefty price differences between them, they 
also do all they can to prevent consumers 
shopping around the Community to get the 
bes in. The latest survey by the Euro- 
pean Bureau of Consumer Organisations 
(BEUC) shows that price gaps, far from 
shrinking as the end-1992 single-market 
deadline approaches, are in fact growing. 
.. The pre-tax price of a car was on average 
61% higher in Britain than in Denmark 
when the survey was carried out in mid- 
1989, compared with a gap of 44% two years 
arlier (see table). Under existing EC rules, 
any individual can buy a car tax-free in the 
Community country of his choice and pay 
tax on it at home. This makes Denmark, 
‘Greece and Belgium particularly attractive 
to would-be buyers. 

. But carmakers, and sometimes govern- 
ments, continue to place obstacles in the 
way of bargain-hunters. The European 
-ommission has intervened in the past to 
defend consumers’ interests, partic 
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grants try to slip across the Italian border 


- Peugeot dealers in Belgium 
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FROM OUR AMSTERDAM CORRESPONDENT 


| 
HE Dutch like to feel they have 
sorted out the moral implications of 
euthanasia, or mercy killing. Yet the case 
of Mrs Ineke Stinissen has once again set 
them agonising over the issue. 

On January 8th doctors disconnected 

| thetubeused to feed Mrs Stinissen, a 47- 
year-old woman who has been in a coma 
for 15 years. She is expected to starve to 
death in about two weeks, fulfilling her 
husband's wish that she be allowed to die 
because of the hopelessness of her condi- 
tion. The case has provoked an outcry. 
Some doctors have called the procedure 
barbaric; a patients' association has filed 

| a suit in an attempt to have the feeding 
resumed. 

The Dutch are unnerved because 
they had worked out a code of conduct 
for “active euthanasia”, where an incur- 
ably ill patient consciously and repeat- 
edly asks to be allowed to die. They have 
no agreed policy on "passive euthana- 

sia”, of which the Stinissen case is an ex- 

ample, where the patient has lost his 
| senses and the sole responsibility for 
death rests on the conscience of doctors, 
family and clergymen. The United States 
has been trying to work out guidelines 
for "passive eu ia" ever since the 
case in 1976 of Karen Quinlan, who had 
been comatose for years. Her parents 
| won court permission to stop her life- 
support system and she eventually died. 





when continental car deal- 
ers have refused to make 
right-hand-drive cars avail- 
able to British buyers at 
lower continental prices. A 
number of makers have 
been sanctioned, including 
BMW, Ford, Fiat and Volks- 
wagen. Yet allegations of 
abuses are still flowing in. 
The Druso: : in- 
vestigating a complaint from 
Ecosystem, a French firm 
from Rouen. The company 
says it tried to buy Peugeot 
cars in Belgium on behalf of 
clients in France but 


refused to sell. BEUC says it is 
planning to submit a formal complaint of its 
own to the commission against the Greek 
distributors of Toyota, Citroen and Renault 
who, it says, refused to sell cars to its repre- 
sentatives for export to another EC country. 

e report cites many other examples 
where dealers (for vw, Volvo, Rover and 
GM) in low-price countries have refused to 
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A similar case is now before the United 
States Supreme Court. 

November a Dutch court ruled 
in the Stinissen case that feeding was 
medical treatment (which could be 
halted) rather than life-sustaining treat- 
ment (which could not). Mrs Stinissen 
fell into a coma in 1974 after an anaes- 
thetic mistake during Caesarean-section 
surgery. 

Holland's law on euthanasia is even 
more unclear than its code of conduct. 
Mercy killing remains a criminal offence, 
punishable by up to 12 years in prison or 
a heavy fine. But it has been condoned 
through a series of court cases that have 
outlined acceptable circumstances: re- 
peated requests to die by a conscious but 
irreversibly ill patient, and consultation 
with doctors and family. Deaths from 
mercy killing in Holland have been esti- 
mated to be as high as 20,000 a year— 
about half of them through "passive eu- 
thanasia" and half through "active 
euthanasia”. 

The Stinissen case could further com- 
plicate the long effort to end ambiguity 
and legalise euthanasia, particularly if 
charges are pressed against doctors. The 
legal limbo galls doctors and advocates of 
euthansia. The Christian Democratic- 
Labour government is again stalling; it 
has promised there will be no new legisla- 
tion on euthanasia before June 1991. 


sell to people from other 
mmunity countries or 
have quoted higher prices 
than for locals. In some in- 
stances, manufacturers ha: 
threatened to cut back su; 
plies to dealers who sell to 
foreign customers or even to 
take away their dealerships. 
BEUC says that some 
price differences are inev- 
itable because of national 
variations in tax rates, emis- 
sion-control standards, in- 
flation levels, exchange rates 
and customer taste. But 
these do not justify the size 
of the current gaps. 
Tougher action from the 
commission would certainly help. Mr Jac- 
ques Delors and his colleagues might even 
take a moment off from their headlong rush 
into economic and monetary union to pre- 
pare an official guide to how consumers 
might overcome the illegal barriers to cross- 
border car-buying. 
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Political woes 


Kenneth Clarke, the health 
secretary battling against 
striking ambulancemen, 
gave an off-the-record briefing 
to journalists. They said he 
was ready to offer more 
money: he denied it. They said 
he was angry about the lack of 
support from other ministers: 
he denied that too. Still, once 
the story was out, all his col- 
leagues rallied round. 


The first MP to fall victim to 
television in Parliament was 
Labour's Jack Cunningham. 
During a procedural wrangle, 
he lost his temper with a heck- 
ler, and bellowed: "Shurrup, 
you fool". Shown on the 
news, he appeared to be ad- 
dressing the viewer. 


Old habits die hard: the Com- 
munist party issued a gushing 
press release about its new, 
democratic leader, Nina Tem- 
ple. So what? Just that they 
did it before her election. 


Ron Brown, Labour wr for 
Edinburgh Leith, claimed a 
moral victory when the crown 
court fined him £1,000 for 
criminal damage to his 
mistress's flat, but acquitted 
him of theft. Mr Brown said 
life was always hard on those 
with both left-wing views and 
a Scottish accent. 





A committee of MPs recom- 
mended that all British eggs 
should be stamped to show 
their origin. Nasty continental 
ones are apparently more 
likely to be infested with 


salmonella. 
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Irish questions 
David Waddington, the home 


secretary, said fresh evidence 
submitted at the end of 1989 
on the case of the six Irishmen 
jailed for the 1974 Birming- 
ham pub bombings was be- 


ing urgently reviewed. 





House searches continue at an 
intense level in Northern Ire- 
land. In one raid in west Bel- 
fast on January 7th, police res- 
cued a man they said had 
earlier been abducted, and ar- 
rested several others including 
Danny Morrison, the vice- 
president of Sinn Fein and its 
former director of publicity. 


There is now widespread sup- 
port for talks on devolution 
in Northern Ireland, said its 
secretary of state, Peter 


Brooke. To get agreement, any 
new institutions would have 
to give due weight to both ma- 
jority and minority views, and 
incorporate the “legitimate in- 
terest” of the Dublin 


government. 


The Stevens inquiry into pos- 
sible collusion between North- 
ern Ireland's security forces 
and loyalist gunmen was dou- 
bly embarrassed. Evidence 
emerged that details of its own 
work might be being leaked to 
the gunmen—then a fire in its 
main (heavily guarded) office 
caused extensive damage to 
the inquiry's computer 
records and written files. 


More, please 


The Channel tunnel was 

lent more money by its bank- 
ers, in advance of a rights is- 
sue expected later this year. 
Eurotunnel needs a total of 
£1.5 billion above its original 
£6 billion budget. It has prom- 
ised the banks that it will try 
not to come back for more. 


A parting shot from Sir Rob- 
ert Reid, retiring next month 
as chairman of British Rail: 
lack of government support 
for several critical transport 
projects, he suggested, is 
threatening London’s role as a 
gateway to Europe. 


Manual workers at Ford re- 
jected a 10.2% pay offer. Mar- 
garet Thatcher expressed her 
alarm over inflationary rises in 
unit labour costs, above those 
of other industrialised coun- 
tries. “Our members are the 
victims of inflation, not the 
cause" claimed the chief 
union negotiator at Ford. 


Doctors are abandoning the 
government in droves, accord- 
ing to aa Gallup poll pub- 
lished in Doctor magazine. 
Only 16% of GPs would vote 
Tory now, compared to 6196 
at the last general election. 
Labour's support has gone up 
from 8% of GPs to a third. 


The National Audit Office 
said it suspected hospital 
consultants of neglecting 
health-service duties for pri- 
vate commitments in many 
hospitals it had visited. Ne- 
glect might not be "signifi- 
cant” but tighter checks 
should be made, said the NAO. 


The conciliation service, 
ACAS, was called in to resolve 
a dispute between 136 dancers 
and the Royal Opera House. 
Despite a 1596 pav offer, the 
dancers are threatening to dis- 
rupt a £300,000 production of 
Prince Igor, due to open on 
February 1st. 





A man found £4m in bearer- 
bond certificates in a street in 
the City of London. He gave 
them back to the brokers who 
had lost them. He was re- 
warded with a magnum of 
champagne, worth about £30, 
proving that honesty pays. 
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BRITAIN 


A breakthrough of sorts 


The owners and builders of the Channel tunnel have settled their latest 
financial row. How long before the next one? 


FTER 99 days on the brink of bank- 
ruptcy, the Channel tunnel is once 
more bankable. Between October 2nd, 
when Eurotunnel announced it would over- 
shoot the £6 billion available for construc- 
"on, and January 9th, when its bankers 
rreed to release more cash, the companies 
involved in the project wrangled almost 
without a break to find a way to save it. They 
managed to persuade the banks that it was 
worth risking more money, but they did not 
get to the root of the trouble: the relation- 
ship between the tunnel's builder, TML, and 
its owner, Eurotunnel. 

The agent-banks for the 200 in the syn- 
dicate lending to Eurotunnel will recom- 
mend that they continue paying the 
project's bills until May. That will give time 
to arrange loans for most of the extra £1.5 
billion or so needed. The rest of the cash, 
perhaps £400m, will come from a rights-is- 
sue later in the year. This may not please its 
shareholders, but at least Eurotunnel will 
then be back on course to complete its 
project, pay off its creditors and, probably 
by the late 1990s, start paying dividends. 

To satisfy the banks, Eurotunnel had to 
do two things: settle on a firm revised cost- 
' ag for the project, and produce new agree- 

rents with TML to minimise the risk of any 
further rise in costs. The biggest dispute 
over the present costing was whether £380m 
of overspending on equipment and termi- 
nals was payable by Eurotunnel because it 
had made more demanding specifications 
than in the original contract. Last month 
the project's independent maítre d oeuvre 
ruled broadly in Eurotunnel's favour. His 
word is not binding, but the banks have ac- 
cepted Eurotunnel's view that if TML goes to 
international arbitration (as it probably 
will), it is likely to lose. So Eurotunnel's esti- 
mate of £7 billion-7.2 billion for the project 
will be the basis for a refinancing, with some 
contingency for future unexpected costs. 

Can those costs now be contained? On 
the tunnelling itself—a third of which is 
now complete—the expensive possibility of 
bad ground can never be ruled out. But 
there is at least an incentive formula in place 
to encourage TML to tunnel efficiently. The 
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old arrangement for preventing cost over- 
runs had collapsed because TML had in- 
curred all possible penalties. Under the new 
system, the threshold beyond which penal- 
ties will be incurred has been redrawn at the 
original budget plus 22%—which today's 
forecast of the final cost already exceeds. 
TML has agreed to pay 3096 of any overrun 
beyond this, without limit. "What we have 
changed", says Eurotunnel's chairman, Mr 
Alastair Morton, "is the idea that TML can 
just send the bill for any extra costs to 
Eurotunnel”. 

So much for the tunnelling. The two 
sides have not, however, improved the for- 
mula for settling disputes on equipment and 
terminal costs. In the negotiations, they did 
talk about trying to share overruns rather 
than arguing over their causes. But they 
failed to agree—so the old, unsatisfactory ar- 
rangement stands: if the specification 
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changes, Eurotunnel pays for overruns; if 
not, TML pays. Disputes will persist, for 
while Eurotunnel insists that the maítre 
d'oeuvre's judgment has proved it right, 
TML is adamant that the contractors are ask- 
ing for a more expensive tunnel and must 
pay for it. Eurotunnel will continue to de- 
mand a Mercedes for the price of a Ford Es- 
cort, while TML does its best to supply an Es 
cort for the price of a Mercedes. 

Even if they do not lead to a further big 
rise in construction costs, such conflicts 
might delay the project. The contractors 
have agreed to new bonuses and penalties to 
encourage the builders to finish by June 
1993, when the tunnel is scheduled to open. 
But the schedule is now extremely tight, and 
it is hard to believe that it could survive 
more acrimony between the two sides. 

Diggers approaching each other from 
the French and British ends are first due to 
meet by the end of this year. After that, it 
may be scare stories about the projected traf- 
fic for the tunnel that will keep shareholders 
on their toes—much-reduced air-fares, fur- 
ther delays in building the fast-train link to 
London, slower projected economic growth. 
But after the traumas of the past three 
months, Mr Morton and his colleagues 
might welcome a switch of gloominess from 
costs to revenues. 
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. The economy 


Corporate crunch 


YF THE economy drifts into recession in 
A. 1990, blame corporate gloom. Business- 
men's decisions over the next few months 
will be more than usually critical—and look 
increasingly likely to trigger exactly the 
downturn that businessmen fear. 
. . Statistics are deepening their despond. 
. In the third quarter of last year industrial 
. and commercial companies’ gross trading 
profits were actually lower than in the pre- 
ceding three months—and only 396 higher 
than in the third quarter of 1988, despite a 
. 1.196 jump in retail prices in the interim. At 
the same time, companies ran a record fi- 
nancial deficit—the gap between retained 
profits and spending on investment and 
stocks—of £6.5 billion. For the year to Sep- 
tember the deficit was equivalent to £20 bil- 
lion at an annual rate—more than three 
imes as big as in 1988 and larger as a per- 
of Gpp than in either of the previous 
two recessions of 1974 and 1980, when com- 
panies were in real trouble. 
.. The deficit is rather a different beast 
this time round: it partly reflects heavy capi- 
tal spending rather than financial distress. 
But the deficit widened sharply in the third 
quarter because of a jump in firms’ pay- 
ments of interest, tax and dividends: inter- 
st payments rose to 3296 of gross trading 
profits, up from an average of 20% in 1988. 
The deficit has been met mainly by bank 
z, with the result that companies’ 
liquidity—as measured by the ratio of their 
short-term assets to liabilities—has dropped 
0 its lowest level since 1974-75. Big deficits 
the past have usually heralded a reces- 
ion: faced with such a liquidity crunch, 
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orine Ireland 


Sprung traps 


} AXED fortunes this week for Northern 
AVA Ireland's police force, the Royal UL 
ster Constabulary. It managed to arrest a 
leading apologist for the IRA, on serious 
charges. But the inquiry into alleged collu- 
ion b *n the security forces and loyalist 
paramilitaries—conducted by English detec- 
tives with RUC assistance—was seriously em- 
barrassed on two fronts. 
. RUC officers were cock-ahoop when they 
'urst into a house in west Belfast on January 
7th and broke up an alleged IRA kangaroo 
court. They say they rescued a man held cap- 
tive for three days. The five men who later 
ppeared in court were charged with con- 
'spiracy to murder, unlawful imprisonment 
and membership of the RA. They included 
Mr Danny Morrison, vice-president of a le- 
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companies have slashed investment and 
stocks. A sharp fall in profits now would 
probably prompt exactly this reaction. 


With demand slowing faster than out- 
put, stocks have piled up at just the moment 
when financing them is unpleasantly expen- 
sive: real interest rates are at their highest 
level since the 1930s, if measured, as they 
should be, using the forecast rather than his- 


gal political party, Sinn Fein, and its former 
publicity director. 

Though Sinn Fein describes itself as the 
political voice of the IRA, the police have for 
years tried to establish a duality of member- 
ship. Mr Morrison is personally loathed by 
the RUC, not least because—until the impo- 
sition of the current broadcasting restric- 
tions—he appeared frequently, and 
adroitly, on television and radio. He also 
coined the slogan which summed up the 
Sinn Fein/IRA strategy for the 1980s: 
“Armalite in one hand, ballot box in the 
other”. 

In court, all five denied the charges. The 
police disclosed few details of their case but 
have at least 1,000 forensic exhibits—and 
say they have identification evidence linking 
Mr Morrison to the raided house. 

The week’s other developments came 
closer to farce than serious drama. Last Sat- 

y ist paramilitaries told the North- 
ern Ireland correspondent of the Indepen- 
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toric rate of inflation. 

Suppose the pain of this goads compa- 
nies into squeezing their stocks-to-output ra- 
tio back into line with the long-term trend: 
an estimated £5 billion increase in stocks 
last year would give way to a £5 billion re- 
duction this year. That £10 billion swing 
would mean a sharp drop in GDP—much as 
happened in 1979-80. 

High short-term interest rates may also 
have a bigger impact on company invest- 
ment than is often supposed. A recent sur- 
vey by the cai found a majority of business- 
men basing investment decisions on current 
short-term rates. 

But glum businessmen have their uses. 
Debt-laden finance directors are more likely 
to resist large pay demands. And if compa- 
nies cut back their stocks, imports will fall 
sharply, too. If the recent spurt in non-oil 
exports can be sustained—they grew in vol- 
ume at an annual rate of 2896 between the 
three months to November and the previ- 
ous three months— Britain's current-ac 
count deficit could be about to improve 
quicker than most expect. 

Isn't the corporate gloom also some- 
what at odds with the strength of share 
prices? Although the London stockmarket 
has slipped back over the past week, it is still 
more than 1096 up since November. Per- 
haps the rise reflects hopes that a weaker 
pound will lift exports and cushion profits 
as demand in Britain slows. 

Investors can take comfort as well from 
the fact that about 4596 of publicly-quoted 
companies' profits come from their foreign 
subsidiaries. Over half of ici's profits and 
over two-thirds of BP's come from overseas 
operations. The fall in the pound will boost 
these profits when they are translated back 
into sterling, while strong world demand 
should mean buoyant sales. 


dent that they had been warned that thi 
Stevens inquiry into collusion would in 
struct RUC squads to arrest leading figures 
on Monday. An inquiry from the journalist 
brought no comment from Mr John Ste- 
vens's team—but on Monday houses were 
raided and men arrested, though a number 
were away from home. The RUC tried to dis- 
miss the Independent's story. It is, however, 
being given serious attention. Other sources 
have suggested that the Stevens inquiry set a 
trap to catch leaks within senior ranks of the 
RUC itself. 

Then, on January 10th, a fire caused ex- 
tensive damage at the main offices of the 
Stevens team. Sited in an apparently secure 
complex near Carrickfergus, the offices are 
guarded 24 hours a day by the ruc. The 
causes of the fire are a mystery, but com- 
puter records may have been destroyed. 

Stevens is now running out of time. 
Four months after arriving in Northern Ire- 
land his team has secured (mostly trivial) 
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Mo power to get your 
business organised. And keep 
you running in a competitive 
environment. That's what the 
IBM Personal System/2" is 
designed to do. 


The power of the PS/2" makes 
it easier to use. Easier to begin 
with. Much easier to grow with. 


Powerful. functional, flexible. 
The PS/2 works the way you do 


— not the other way around. 
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Personal System /2 





Prue it in, turn it on. PS/2 is 


ready. 


You don't always have to use 
the kevboard. Just take hold of 
the mouse. Looking for last 
month's sales report? Point and 
click. It's on your screen in 
dazzling colour. 

Trying to trim inventory costs? 
Click. The figures take shape 
right in front of you. 
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Freelance Plus 


Personal System /2 








Poss to automate your 
bookkeeping? Want to test the 
viability of expansion 
opportunities? Want to carry 
less inventory? An IBM PS/2 
can help you find the answers. 


Anything an ordinary personal 
computer can do, PS/2 does 
better. Spreadsheet planning. 
database searches, word 
processing, presentations — PS/2 
brings speed, graphics and IBM 
reliability to vour favourite 
DOS applications today. 


But that's just the beginning. 


th 





p ue 


(e -== 


ULLA 


t. 


Sx 386? 486? What's it all 


mean ^? 


It means that as vou want to do 
more, your PS/2 is ready. With 
a choice of advanced 
microprocessors like Intel's 
80386SX. 80386 and the most 
powerful processor of all — the 
new 1486. They allow you to 
move effortlessly into 
applications like desktop 
publishing. computer-aided 
design and network applications 
where extra speed and power 
make the difference. 





PS/2 also has Micro Channel 
Architecture" — unique IBM 
technology that speeds up the 
flow of data inside the 
computer. 5o even when you 
need to juggle several jobs at 
once, your PS/2 won't even be 
short of breath. 
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Personal System /2 








The question is no longer 
whether you can afford to 
computerise, it’s whether you 
can afford not to. The PS/2 is 
ready to start working for your 
business right now. 


With help from an IBM 
Authorised Dealer, your system 
can be up and running quickly. 
Doing exactly what you need 
to do. 


Why wait any longer? Put it /2 
work. 





d like to learn more 
about the IBM Personal 
System/2. Get back to me 
with one of the following: 


[L] The 72 page booklet 
entitled "How /2 buy a 
computer for a small 
business 

|| IBM Personal System/2 
Pocket Guide. (an over- 
view of all available 
models) 

[ ] A list of IBM Authorized 


Dealers in your area 


Please attach your business 
card here and send it to: 


IBM World Trade 4sia € rporation 
Advertising/Promotion Centre 
Level 32, One Pacific Place 


88 Queensway, Hong Kong 
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| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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/2 learn more 


sss: 


IBM, Personal System/2, PS/2, Micro Channel, Architecture and 


Displaywrite are trademarks of IBM Corporation 


Autocad is a trademark of Autodesk, Incorporated 
Crosstalk Mk4 is a trademark of Crosstalk Communications 


dBase IV is a trademark of Ashton Tate Inc. 


Freelance Plus is a trademark of Lotus Development Corporation 


Harvard Graphics is a trademark of Software Publishing Corporation 
Pagemaker is a trademark of Aldus Corporation 

Wordstar is a trademark of Micropro International 

Sidekick Plus is a trademark of Borland International 

WordPerfect is a trademark of Wordperfect Corporation 









charges against no more than 20 people. 
Several of those charged belong to the army 


and the Ulster Defence Regiment—none of 


them to the RUC, though most of the leaked 
documents originated with the police. Fric- 
tion between the security forces has been in- 
tense. There is a feeling that policemen have 
helped steer the inquiry elsewhere—and 
this week’s fire, whatever its cause, seems 
unlikely to improve matters. 
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|e Gotta lotta jobs 
| 
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NIVERSITY and polytechnic 
students return to their studies 
over the next week or so—many with 
suits freshly pressed and interview 
patter rehearsed for the annual milk- 
round by recruiting employers. 
... The range of pay for new gradu- 
-ates is striking. Sotheby's offered 
£7,500 last year, which may be lifted a 
bit i in 1990; the American investment . | 
banks will be dangling packages 
worth £18,000 a year just as starters 
(a little ahead of the merchant banks 
and well clear of the clearers). Highest 
of all will again be the top consultancy 
firms, with salaries in the £18,000- 
21,000 range—Faustian contracts to 
some, gold-dust to others. 


cial companies will be offering 
£11,000-14,000 a year. In general, the 
nearer they are to the fast-moving - 
consumer goods business, the racier 
the start: Mars offers £14,500, the 
Atomic Energy Authority £10, 875. 
Slow-moving consumer-goods, other- 
wise known as publishing, remains a 
world apart: Macmillan is offering 
£10,000. The big retailers, poor pay- 
ers until the 1980s, are now well up 
with household names like Cadbury 
Schweppes, ici, British Coal and 
Pilkington, at around £12,000. 

The professions also fit in this 
range. The City solicitors’ firms, 
which virtually charged an admission 
fee not so long ago, have been offer- 
ing packages comparable with those | 

of the leading companies (though 
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' with a lot more jam tomorrow). Lon- 
don accountants are offering around 
£11,500. Administrative grade en- 
trants to the home civil service 
started, oddly, at £11,996 in 1989. 

Those content with rewards in 
heaven can remain students for an- 
other year before starting as second- 

ary-school teachers at around £9,000 
a year—or go for the £9,000 straight 
away, as trainee managers of the na- 
tional health service. 
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| Training 


Bottom of the class 






Most big industrial and commer- _ 


AMNED ignorant fellows, British 
workers. Depressingly, this is not club- 
bore politics, but the implied conclusion of 


a collection of studies* by the National Insti- 


tute of Economic and Social Research 
(NIESR), comparing the British with the 
French, West Germans and Japanese. It 
links, pretty convincingly, Britain's pro- 
ductivity figures to its persistently poor 
training record. 


Britain is quite good at atachicing PhDs 


(see table), but its record worsens all the way 


down the academic scale. The Youth Train- 


ing Scheme (vrs), designed to take young- 
sters off the dole queues, has increased the 





number of trainees, but standards are lower 


than those recognised in any of the. other 
countries. When British teenagers in the 
clothing industry get a certificate after two 
years on a YTS, they are at the level that their 


West German counterparts reach after just - 


six months. 


. Other. countries’ vixstional. training. 
pays more attention to basic education, writ- 


ten exams and theoretical knowledge; Brit- 
ain has a bias towards on-the-job training, 


and its classroom courses tend to be nar- 


rower. In Japan, for instance, the typical 
business-studies course would include typ- 


ing, double-entry book-keeping, commercial 


law, marketing and basic computing, each of 
which would be a separate subject in Britain. 


In France, clerical training includes maths, 


French and one foreign language. 

The NIESR researchers watched the ef- 
fects in factories and offices. In the West 
German clothing industry, which produces 
ten times as many workers with City-and- 
Guild-level qualifications each year as its 
British counterpart, workers made fewer 
mistakes and reached full productivity or. 
new operations more quickly. On average, 
West German clothing workers produce 
4096 more than do the British. 

Faced with competition from the Asian 
dragons, German clothing factories have 
gone for high-value, low-volume, quick- 





* Productivity, education oe NiESR, £25. 


' enable him to adjust quickly to new tec 
ogy or new orders. 


















































change lines. The average dress made 
West Germany sells for 15096 more 
one made in Britain. Britain's less adap 
less skilled workforce is one of the reasons 
has got stuck trying to compete. with: 
high-volume, low-wage countries. | 
Adaptability, crucial when technology 
changing fast, is the big advantage of the 
eigners’ broader training schemes. In ! 
Germany the training for the positior 
meister (foreman) is designed specificall 


The researchers found that, unl 
Britain, machines on the main prodi 
line were hardly ever out of a 
the meister, with a general tec 
training, was able to cope with 
faults without calling in specialis 
pairemen.- They attributed g 
automation in West Germany pa 
to the meisters’ initiatives, and Wes 
German punctuality partly to 


meisters ^ ability to handi 
organisational tools like compu ( 
ised work-scheduling. | 


Britain's failure to train peopl 
properly is matched by its fail ire t 
pay skilled people decently. Its wag 
differentials do not encourage self-im 
ment. In the first half of the century a fo 
man’s pay was more than twice that. 
unskilled. worker, but differentials 
squeezed during the 1960s and 1970s. I 
1980s they have increased a little, 
still less than in West Germany. 

Neither does Britain encourage ei 
ers to get their workers trained. In W 
Germany the government usually pays 
room fees; and aspiring foremen a 
their own time, so training costs employ 
little or nothing. In Britain the em 
expected to pay for part of the wor 
course and give him time off. Too man 
unvilling to do either. ; 
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JT MAGINE a country where more than one 
A in ten of the adult population is refusing 
to pay a tax. Welcome to Scotland, 1990. 

.. The latest figure for people who have ei- 
ther not paid any poll tax or are seriously in 
arrears is, according to Scotland's nine re- 
gional authorities, around 468,700— nearly 
1296 of the adult population of 3.95m. The 
non-payers' motives are mixed. But a hard 
core—no one yet knows how many—are 
committed tax rebels. Egged on by the Scot- 
argue that the tax is imposed by an alien, 
English-dominated government. 

.. This week Britain's largest local author- 
ity, Strathclyde Regional Council, has been 
sending out "final, final" demands for the 
ax, due monthly since last April, to some 
250,000 people. Not much more, in propor- 
ion, than the problem payers under the old 
rating system, says the Scottish Office. True: 
but the scale of the problem this time, and 


ts politics, are trickier than ever before. 








 LTOW much is a salmon worth? It de- 
M pends what you want to do with it. 
. The price of salmon as food has been fall- 
. ing for ten years, and the price of salmon 
-as sport has been rising, so the sportsmen 
| are beginning to buy out the commercial 
fishermen to increase the rivers' stocks. 
In Scotland some small deals have al- 
_ ready been struck between the rod-and- 
line fishermen who own rights on rivers 
_ and the netsmen who scoop fish up at the 
_ estuaries. The sportsmen are now hoping 
_ to land a big one: an agreement with the 
_ Faroes to buy the islands’ quota of 600 
tonnes a year of salmon. Informal talks 
- have also started with Greenland over its 
. 64U-tonne quota. 
... Fish-farming has brought the price of a 
V on crashing down. From 
. around £2.60 a [b in 1980 it fell to £2.20 
in 1987 and £1.25 last year. The Scottish 
Salmon Growers’ Association estimates 
the cost of production at £1.40 a Ib. 

The fish-farmers blame the Norwe- 
 gians for the fall in price. While Scottish 
production has risen from 1,000 fish a 
| year in 1980 to 30,000 last year, Norwe- 
gian production was up from 5,000 to 

150,000 last year—20,000 more than 
| planned. 


| _ Farmed-salmon prices have dragged 
| down those of their wild relations. Wild 
. salmon in good condition costs around 
b 50p more per lb than does farmed; but the 
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tish National Party (SNP) among others, they _ 


Canna pay, wilnae pay 


The Scottish legal system has three 
weapons against non-payers. The Scottish 
banks can be ordered to search for, then 
freeze, bank accounts. Employers can be or- 
dered to dock the wages of non-tax-paying 
employees. As a last resort, there are “war- 
rant sales" involving the seizure and sale of 
household furniture. 

All three options look grim. The Scot- 
tish clearing banks are in almost-open revolt 
over their involvement as unpaid private de- 
tectives. The cost of searching for accounts 
is high, the success rate is only around 596. 
What about seizing wages? “It will mean an 
additional, time-consuming and costly bur- 
den” fulminated the Confederation of Brit- 
ish Industry this week. Worse, the electoral 
roll from which the local authorities pick the 
miscreants' names gives no employment de- 
tails. How are the local-authority staff sup- 
posed to track the employers down? 

The warrant sale-option has even bigger 
drawbacks. Though the worst elements of 


Throwing back the salmon quotas 


salmon caught at sea and frozen sell for 
around the same price as the cultivated 
equivalent. 

The price of a live salmon struggling at 
the end of a line, on the other hand, has 
gone up. According to Mr David Peace of 
Strutt and Parker, estate agents in Edin- 
burgh, the freehold price of salmon-fish- 
ing rights is calculated principally accord- 





ing to the number of fish caught over the 
past five years: on the good rivers—the 
Tay, the Tweed, the Dee and the Spey—a 
bit of river yielding one salmon a year is 
worth around £12,000, 5096 up on five 
years ago. An alternative valuation— 
based on figures from the Scottish Tourist 
Board—puts the average annual sum 
spent per fish caught at £351. 

As the value of river-fish increases, the 
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these forced sales of household goods have 
been reformed—court officers no longer 
seize essentials like beds, or carry out the 
auction in situ with prying neighbours en- 
joying the defaulter's humiliation—warrant 
sales still evoke widespread revulsion. La- 
bour councils do not want to get involved in 
them, especially before the regional-council 
elections on May 3rd. 

Many people will reluctantly pay up be- 
fore things get this desperate. Yet the SNP at 
least believes that if only a quarter or a third 
of those not paying now stick it out till the 
spring, the of court officers and the 
problems faced by the courts will prove too 
much. Seeing some get away with it, others 
may join the protest in 1991. 

The nationalist fuel in Scotland makes 
the poll-tax issue particularly explosive 
north of the border. But with Tory MPs from 
England and Wales privately reporting new 
levels of unease about the tax, all this bodes 
ill for the environment secretary, Mr Chris 
Patten. Today's drama in Glasgow may be 
repeated tomorrow in Liverpool. How long 
before Tories start to pine nostalgically for 
the much-derided rates? 





falling value of sea-catches has spawned 
an international initiative, led by an Ice- 
landic angler, Mr Orri Vigfusson, with in- 
ternational support, to boost river stocks 
by cutting down on sea-fishing. Anglers 
from America, Canada, Ireland and Ice- 
land as well as from Britain are interested: 
salmon from rivers all around the edge of 
the north Atlantic are caught in the wa- 
ters off Greenland and the Faroes. 

Discouraged by falling prices, the Faro- 
ese caught only a third of their quota last 
year. So they have welcomed the idea. 
Now their quota—its value is estimated at 
somewhere between $2.3m and $2.8m— 
has to be priced: an assessor is doing the 
sums. 

One hitch is that just as the negotia- 
tions got serious, the price of farmed fish 
shot up again. At the end of December 
Scottish and Irish salmon-farmers per- 
suaded the European Commission that 
there is enough prima facie evidence to 
bring a dumping case against the Norwe- 
gians. The Norwegians, em that 
this row should coincide with negotia- 
tions to bring EFTA and the EC into closer 
co-operation have now announced a new 
price-support system which has sent 
farmed fish prices back up to £1.75 a Ib. 

Once a price is agreed, the money for 
Mr Vigfusson's scheme has still to be 
found. Conservationists and anglers 
around the Atlantic’s northern edges en- 
thuse, but unless somebody works out 
how the cash should be raised, this idea 
could be the one that got away. 
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Smooth bloke trumps good bloke 


TRANGE to relate, Margaret Thatch- 

er's government is being outmanoeu- 
vred by a trade union. Whatever deal the 
ambulancemen eventually settle for, few 
Conservative MPs deny the dispute has 
been mishandled. With one poll showing 
8096 public support for the strikers (and 
67% among Tory voters) against just 10% 
for the government, it is hard to disagree. 

Many Tories personalise this public-re- 
lations disaster by blaming Mr Kenneth 
Clarke, the health secretary, for being too 
pugnacious. He described the ambulance 
staff as merely “professional drivers" and 
apparently searched for shock-horror ex- 
amples of callousness to use against the 
union—without conspicuous success. 

Instead, backbenchers say, he should 
have loudly praised the work of the ambu- 
lance staff at every opportunity—as Mrs 
Thatcher did in the Commons last 
Tuesday. “This isn't 1984 and these aren't 
the miners," said one otherwise sympa- 
thetic MP; À former minister elaborated: 
"Ken should have gone with the grain of 
public feeling, and wooed it. Instead, he 
just went in punching. In fact, the govern- 
ment has a very good case. But listening to 
him, you'd never have guessed it” 

There is something in this. A rasping, 
contemptuous edge creeps into Mr 
Clarke’s voice whenever he 
trade unions, and the leading union in 
this dispute, the National Union of Public 
Employees (NUPE), is one of his bétes 
noires. When he was given cabinet-level 
responsibility for the national health ser- 
vice, a senior NUPE officer called some 
journalists together over whiskies to con- 
fide: "Don't be deceived. Clarke is one of 
the nastiest, hardest negotiators we have 
ever had to deal with". Even Conserva- 
tives who agree with the health secretary's 
sentiments wish he sounded less dismis- 
sive in public. 

If Mr Clarke’s political reputation has 
been irredeemably damaged over the past 
two months—and it remains an if—it will 
be sad and bad for the Conservative 
party. This rumpled, affable lawyer, with 
his affection for beer, football, cigars, jazz 
and high-cholesterol food, had offered the 
Tories something no other leading minis- 
ter possesses: the genuinely common 
touch. There are few others in the 
Thatcher cabinet whom the apolitical 
males of middle England might describe as 
“a good bloke”. 

Yet he has been outsmarted in the bat- 
tle for public opinion by a smooth 
bloke—Mr Roger Poole, promoted on 
January 6th to be NUPE’s national secre- 
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tary for the NHS, and the other central 
personality of the dispute. The first, per- 
haps, to notice Mr Poole’s professional- 
ism were the television crews. He es- 
chewed interviews outdoors and was 
quick to complain if the studio lighting 
failed to provide the perfect ambience. He 
is no dim, chain-smoking class warrior. 
Nor is the 43-year-old union man quite 
the yuppie he might appear. The son of a 





Walloping Mr Clarke 


transport-union official, he is also a keen 
football supporter (Bristol City as against 
Mr Clarke’s Notts County) who left 
school at 15 with no qualifications and 
worked in Bristol docks. Back in the 1960s 
Mr Poole and flower-power friends took a 
double-decker bus through the Americas. 
Not being professional drivers, they 
ended up sunk in a Peruvian river. 

But even hippies grow up: the real im- 
port of the ambulance dispute (and the 
reason that Mr Clarke alone should not 
be blamed for fumbling it) is that, one step 
behind the new generation of Labour 
politicians, a new kind of union leader is 
emerging for the 1990s. They understand 
that to win an industrial dispute, you have 
to win the battle for public opinion first. 
They find the legal requirement for secret 
ballots before strikes gives them a new 
self-assurance. 

Mr Poole is not a one-off charmer. The 
new generation includes other formidable 
performers such as Mr Jack Dromey, Mr 
Peter Booth and Mr Jim Mowatt, all of the 
mighty Transport and General Workers 
Union. Unknown names? They won't be, 
soon. Older leaders have learnt the same 


lessons—Ms Brenda Dean of the 


printworkers’ union, and Mr Bill Jordan, 
the engineers’ leader who has quietly won 
a reduction in hours for most of his mem- | 
bers, are good examples. | 
Ministers, meanwhile, have been dowd 
to notice. Mr Clarke appeared to chink d 
that public opinion would automatically 
associate NUPE with the 1978-79 winter of — 
discontent, and that the unions cus re | b 
lations could be trumped with a few bellig- | ; 
erent radio interviews and a lobby brief’ | 
ing or two. He could hardly have been 
more mistaken. i 
But he is not alone. And with the | | 
threat of inflationary wage claims | 
throughout the economy, the ambulance || 
dispute may not be remembered for the — 
verbal infelicities of one minister, but as — | 
the start of a new wage war, led by a more 
alert, publicity-conscious generation of © | 
trade unionists. If the government is to — 
fight back, it will have to update i its tactics. - 
There will be no easy victories. | 
1 
| 
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In the fun palace 
STER made a fool of itself 


for the first time on e on 
January 9th, when a procedural 
followed allegations by a Labour MP d 
the business interests of a minister, Mr 
Michael Forsyth. This sparked off an — 
hour's worth of silly hysteria in the cham- 
ber. The essence of the wrangle was that 
the government tried to take diciplini 

powers against a Labour MP, Mr Dale 

Caibe Sevouny, which Labour — 


thought were excessive and premature. | 
B 


In the old days it would not have made 
the all-important television news: this - 
time the bawling and rattle-waving be- | 
came the second item on ITN's 10pm — 
news. The Speaker, Mr 
Weatherill, had earlier failed to warn the | 
leader of the Commons, Sir Geoffrey 
Howe, that his tactics were silly. ^ 

Labour's procedural guerrillas were de- - | 
lighted. But Labour too has an interest in | 
streamlining parliamentary procedure 
and introdu "bh tighter discipline. It has a a 
huge bundle of legislation to introduce if 
it regains power and shadow ministers | 
concede that, if the glorious morn dawns, 
they may well be members of a minority - 
administration. 

, for instance, it was no surprise that - 
Labour backed the government in chang- - 
ing the Commons rules to prevent dissi- - t 
dent backbenchers from hijacking b 
day for propaganda purposes. Mr Neil 
Kinnock's men are trying to stop thinking | 
like a permanent opposition, and start - 
thinking like a government. Well, most of 
them, anyway. 
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IHE OFFICIAL MILITARY ISSUE 
GENUINE LEATHER A-2 FLYING JACKET 








A Piece of American History. 

The A-2 Leather Flying Jacket is one of the most famous 
pieces of battle gear in history. During World War II, the 
brave pilots of the U.S. Army Air Forces relied on the A-2 for 
protection and comfort. Worn by the daring ''Flying Tigers" 
who fought over China in their P-40 Warhawks. And Jimmy 
Doolittle's B-25 bomber squadron that hit Tokyo in a 
daring carrier-launched raid. Lightweight and com- 
fortable yet "tough as nails," the A-2 identified 
its wearer as one of an elite, brave breed of 


fighting men. 


Genuine Military Issue. 
Not a Commercial Reproduction. 
Cooper Sportswear was an original supplier 
of the A-2's worn by America's World War II 
flying heroes. Now, after a 45-year retirement 
from active duty, the 
* US. Air Force has 































2 ANS S] Cooper as the official 
USSA Government contract 
ete Y manufacturer. Now, you 
LJ canown the very same jacket 
issued to U.S. Air Force pilots. 


Not a reproduction — this is tbe genuine article! 


Proudly Made in the U.S.A. 

The Cooper A-2 is made in the U.S.A. using materials 
and production methods specified by the U.S. Air Force. 
Premium hand stitched goatskin ensures MADE IN 
ruggedness and great looks. Knitted cuffs and 
waist band and a spun cotton-blend lining 
ensure draft-free comfort. Details include 
regulation snap-down collar, shoulder 
epaulets, and roomy close pockets. — LJ. S. A. 
You'll also receive a ificate of authenticity stating that 
yours is an official U.S. Air Force A-2. Battle-proven and | 
built for long life, the Cooper A-2 actually gets better- La 
por wi age. The actual jacket supplied 

Payable in Convenient Montbly Installments. z Tinitod È "X Ady oA 

M s Preces he Voie für b to the United States Air Force 
$249*, payable in six convenient monthly installments 
of $42.75 charged to your credit card. Your satisfaction is 
guaranteed. If you are not completely delighted with your 
jacket, simply return it in original condition within 30 days 
for exchange or refund. Order today. Available in even 










sizes 36-48 regular and long. (If you prefer an oversized look, 
please order one size larger.) Phone orders shipped within 
5-7 business days. 


"Plus $7.50 shipping/handling. 


CALL TOLL-FREE; 1-800-367-4534 























MBI Flight Gear Satisfaction 
47 Richards Avenue Guaranteed 
Norwalk, Conn. 06857 
CALL TOLL-FREE: 1-800-367-4534 Name 
(PLEASE PRINT CLEARLY) 
; Address 
Please send me ____ Cooper A-2 Genuine Leather Flying Jackets. City/State/Zip 
Size (Even sizes 36 -48)  .  QJRegulr O Long 4 
ignature 
Charge cach of 6 installments of $42.75* * t redit card. (ALL ORDERS SUBJECT TO ACCEPTANCE) 
O Mastercard © rt ‘a fa Sir parand C I prefer not to use a credit card and will pay by check. 


Enclosed is my check for $249 plus $7.50 shipping/ 
handling, a total of $256.50* *. 
Exp. Date * * Applicable state sales tax, if any, will be billed with shipment. 505-126 
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[BUSINESS THIS WEEK 


Redrawing East Europe 


Leading members of 
Comecon, the communist 
trading block, began to thrash 
out economic reforms to re- 
turn them to the free world: 
the current trading system 
should go, but there was dis- 
agreement about how it 
should be done. Everybody 
agreed with the Soviet pro- 
posal that member states 
should move to hard-currency 
trading in 1991. Eager for 
change were Czechoslovakia, 
Hungary and Poland. 


Visiting West Germany, 
Toshiki Kaifu, Japan's prime 
, announced a $2 bil- 
lion aid package for Poland 
and Hungary. Suzuki, a car 
maker, is to make Japan's big- 
gest East European investment 
yet: a $140m assembly plant is 
to be built in Hungary with 
Ikarus, a Hungarian bus 
maker. GM is also expected to 
agree on a $150m joint ven- 
ture with Hungary's Raba, to 
produce cars and engines. 


ENI, ltaly's state energy com- 
pany, signed a $1 billion 
“framework” contract to sup- 
ply machinery and consumer 
goods to the Soviet Union in 
1991-95. Most of the project 
will be financed by a yet-to-be 
arranged consortium of inter- 
., national banks. 





Robert Campeau and the 
board of Campeau Corpora- 
tion, a troubled Canadian re- 
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tailing group, tried to reach a 
restructuring agreement that 
could save the firm from bank- 
ruptcy. The National Bank of 
Canada, which has acquired 
half of the chairman's shares, 
nominated two new board 
members. 


Alan Bond continued his le- 
gal fight in Australia to stop 
attempts to wind up part of 
his brewing-to-Tv empire. Sep- 
arately a 28-year-old Texan of- 
fered to buy 5196 of his master 
company, Bond Corp. 


First Fidelity, New Jersey's 

t banking company, 
ended its year-long search for 
a corporate heir. It named 
Antony Terracciano as its 
new boss. And it turned down 
a $2 billion merger offer from 
Pittsburgh-based Prc Finan- 
cial Corporation. 


After a dispute with manage- 
ment, Jose Angel Sanchez 
Asiain, chairman of Banco 
Bilbao Vizcaya, threatened to 
resign. The Spanish bank, 
which was formed from a 
merger in 1988, has been in 
turmoil since the death of the 
co-chairman, Pedro Toledo, 
who was to take sole respon- 
sibility in 1992. 


Grounded 





The European aircraft consor- 
tium, Airbus Industrie, plans 
to present British Aerospace 
with a $40m bill for failing to 
meet production targets. 
Strikes at two of BAe’s plants 
have meant that the company 
is unable to supply wings for 
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airliners waiting for assembly 
in France. 


UAL, which owns United 
Airlines, wants to organise a 
recapitalisation after United 
Airline's employees failed to 
submit a new buy-our bid. 


Economies 





Another record for the de- 
cade. In 1989 Mexico's infla- 
tion rate fell to 19.796, the 
lowest in ten years and down 
from its high of 159.296 in 
1987. The government came 
close to finalising a new debt- 
restructuring deal, and Spain 
said it would inject $4 billion 
into the Mexican economy. 


In one day Argentina's 

S lost half its 
value and then bounced back 
23% next day. The crash was 
sparked by the government's 
draconian efforts to slow the 
country's 5,000%-a-year 
inflation. 


Italy decided to narrow the 
band of the lira within the Eu- 
ropean Monetary System from 
6% to 24%; it also devalued 
the currency by 49€ against 
the D-mark. 


More bytes 


Siemens announced a 
planned takeover cf West Ger- 
man minicomputer-maker 
Nixdorf Computer. Nixdorf 
built the world's first elec- 
tronic desk-top calculator 

ing a printer, but it could 
not keep pace with the per- 
sonal-computer revolution. 
















Strapped for cash, Apricot 

Computers, a British — 
workstation manufacturer, is 
looking for an overseas equity 
partner. It needs help in seek- 

ing new markets and in devel- | 
oping new products. 





En 


Japan's largest computer 
maker, Fujitsu, has developed 
an experimental computer _ 
chip capable of 1 trillion oper- 
ations per second—faster than 
any supercomputer—paving - 
the way for a laptop $ 
supercomputer. 


Commodities po 


Oil prices reached their high- 
est level for four years, at $22 
a barrel. America's r 
cold snap fuelled demand. 
n after prices began to 
slide. 
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Food for thought 
Dutch fishermen won rights 
from their government to fish 
five extra days a year after 
they blocked the port at Am- 
sterdam with more than 70 of — 
their boats. 


Newfoundland’s Fishery _ 
Products International is to - 
cut production by 2096 and — 
lay off 1,300 workers after a 
lean season. $- 
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"ue sux " it in | 
rance after the discovery — 
of a not-so-ingenious truffle 
fraud. Masterminded bya 
ring of foie gras producers, — 
white Italian truffles were im- 
ported, stained with walnut - 
dye, and passed off as moré 

expensive black ones. 
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- The political thaw in the 
. Soviet Union and Eastern 
. Europe is having unexpected 
effects on the West German 
economy. Since the early 
seventies, between 40,000 
. and 80,000 ethnic Germans 
have left their homes in the 
- East to settle in the Federal 
Republic every year. 
— In 1988, however, the 
number surged to more than 
200,000, while approxi- 
mately 380,000 entered the 
country last year. An influx of 
roughly the same magnitude 
is likely in 1990 and subse- 
quent years, so that another 
1.2 to 1.5 million immigrants 
will have arrived by the mid- 
nineties. This tide would only 
ebb if the ethnic Germans 
still living in Eastern Europe 
were free to develop their 
cultural identity again — or if, 
. in the Soviet Union, they 
were allowed to return to 
the areas from which they 
were expelled under Stalin. 
At the same time, the 
inflow of people into West 
Germany has been increased 
by the worsening conditions 
ins East Germany, which 
p ompted up to 350,000 of 
its citizens to leave for the 
"Federal Republic last year. 








- The immediate effect of all 
: this has been to create a new 
-and quite remarkable situa- 
tion in West Germany. While 
he raps whe s population had 
ei n stagnating or even de- 


: ining since the mid-seven- 








. Germans 


] mproved demographics 


ties, it grew by more. than 
| 1% in 1989 alone. And the 


Commerzbank report on German business and finance 


West Germany's 
unexpected boost from the East 


new arrivals are also having 
a positive impact in demo- 
graphic terms. As a group 
they are considerably young- 


er than West Germany's own | 


aging population: roughly 
40% are between 25 and 45, 
when compared with about 
2796 of the existing domestic 
population. 
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of West Germany's techno- 
logically more sophisticated 
economy and to adjust to 
the faster pace of a market- 
based system. 

It is proving fairly easy to 
find jobs for highly special- 
ised technicians and also for 
people with experience in 
selected service industries 


The influx of people from East Germany and Eastern Europe 


400,000 

350,000 : Ethnic Gertnans 
‘East Germans 
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280,000 4 

200,008 4 
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Unfortunately, the ethnic 
from — Eastern 
Europe do not always have 
the skills required for West 
German job openings. The 
tertiary sector is under-repre- 
sented. Most have a crafts 
background and are largely 
unfamiliar with modern pro- 
duction technologies. The 
majority ofthe East Germans, 
who have learned some spe- 
cialised trade, also need to 
acquire new skills but they at 
least do not have problems 


with the language as the 


ethnic Germans do. How- 


ever, courses "are being 


offered to enable them both 


. to upgrade their job skills in 


order to meet the demands 
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and in the construction sec- 
tor. In general, the availability 
of growing numbers of new 
qualified personnel will help 
to ease labour shortages in 
individual sectors and 
regions, especially in the 
south of the country. 
Moreover, in an expanding 
economy like West Germa- 
ny's, new jobs are constantly 
being created — over 350,000 
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German knowhow i in globe a | 





in 1989 alone. Thus despite 
the influx of job-seekers from 
the East, unemployment fell 
by 210,000 last year, the first 
significant drop since the start 
of the current upswing. 

Over the medium term, 
private consumption will cer- | 
tainly benefit from the wave- 
of immigration, as it will from - 
the opening of the border 
with East Germany. Residen- 
tial construction will be j- 
spurred by the Government's. | 
special promotion measures 
to cope with the housing 
shortage, which has been exa- 
cerbated by the mass migra- 
tion from the East. In addi- 
tion, there will be a substan- | 
tial increase in demand for. 
consumer durables as the . 
immigrants, who are starting 
from scratch, furnish their 
new homes in West Germany. 

Although barely reflected 
by the overall trend in 1990, 
the unprecedented changes in 
Eastern Europe could also 
mean vastly expanded busi- 
ness opportunities for West 
German industry in the nine- 
ties. The countries in question 
need sophisticated capital 
goods and high-quality con- 
sumer articles; they must 
modernise their infrastruc- 
ture; they lack capital to 
finance new investments and 
they lack technical and man- 
agement know-how. For 
Western Europe in general, 
and for West Germany in par- 
ticular, important new mar- 
kets could open up if the 
reforms in East Germany and 
elsewhere in Eastern Europe 
prove successful. 
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VIEWPOINT is presented as a régular. service to ‘the international 
business and financial community by the Economics Department 
of Commerzbank, RO, Box 100505, D-6000 Frankfurt/Main 1. 
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*to be openee soon 













E 
w T D "T. S 
pe - hag 


BUSINESS 








After the fall of Alan Bond 


MELBOURNE 


Despite a dare-devil balancing act, Mr Bond’s empire is cteing about his 
ve an 


ears. In the 1980s other Australian entrepreneurs 


risen and fallen just 


as spectacularly. What went wrong? What comes next? 


T IS almost possible to pity Mr Alan 
Bond. Gone are the days when he was 
Australia’s national hero and when his em- 
pire spread from Chile’s telephone system 
o Van Gogh's later work. Now he is fight- 
ng two separate legal campaigns against pe- 
titions to wind up parts of his empire, his 
Sydney mansion is for sale and banks are 
queueing up to recoup the A$7 billion ($5.5 
billion) he owes. Meanwhile the only offer 
to bail Mr Bond out of his current difficul- 
ties has come from Mr Jeff Reynolds, a 
Texan investor whose business address is a 
Los Angeles post box and who looks more 
like a rock singer than a master of high fi- 
nance (see box on next page). 

And yet, before the tears flow, remem- 
ber that Mr Bond looks sure to emerge from 
the fracas a well-yachted and well-housed 
man. The investors who backed him, on the 
other hand, may lose everything. Few share- 
holders in Mr Robert Holmes à Court's Bell 
Group (snapped up by Mr Bond in 1988), 
Mr Christopher Skase's Qintex, a media 
company which filed for bankruptcy in 
1989, or Mr Bruce Judge's Ariadne, a col- 
lapsed conglomerate, look on Australia's 
»uccaneering — bushwackers with 
4ratitude. 

Other parties feel aggrieved too. 
Brokers whinge that international in- 
vestors are understandably less willing to 
buy Australian shares. Older, more respect- 


able companies are furious that the name of 


Australian business has been done so much 


harm. Even Mr Bob Hawke's Labor govern- 


ment, which enthusiastically encour- 
aged men like Mr Bond, is fed up. 

None of these parties—not even 
the investors—is innocent. Caveat emp- 
tor applies both to business and politics. 
But three questions need to be answered: 
why did the entrepreneurs rise; why 
did they fall; and how should Austra- 
lia change to compel future Mr Bonds 
to be more prudent? 


In 1983 Mr Hawke's Labor govern- 


terest rates, welcomed the entry of 16 for- 
eign banks, dropped most currency restric- 
tions, and cut the corporate tax rate from 
49% to 39%. 

All sound economic sense—and widely 
applauded. But today Australia is the 
world’s third-largest debtor nation, owing 
A$110 billion to foreigners—two-thirds of 
which is owed by the private sector. Prime 
lending rates are now at 20%. What went 
wrong? Much of the blame for not control- 
ling the entrepreneurs lies with three 
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groups—the banks, the politicians and the 
accountants. 1 
e Bankers, particularly foreign ones, dis- 
played the same lack of restraint and pru- 
dence that got them into hot water in Latin. 
America. The foreign banks found Austra- 
lia's consumers and its older companies dif- 
ficult to prise away from domestic banks. 
Less established borrowers, such as Mr 
Bond, found it easy to influence their credit 
decisions by paying large, up-front fees on. 
loans. Attracted by this honeypot, bankers 
themselves often initiated deals. 
e Politicians—particularly in Western Aus- 
tralia—liked nothing better than to be pho- 
tographed with "Bondy" or his wi 
mates. To be fair, the only direct assistance 
Mr Hawke's government gave was to en 
courage Australian business champions who 
could then expand successfully offshore. B 
such a “hands-off” attitude was often in- 
valuable. For example, politicians in Can- 
berra, the Australian capital, chose not to 
react to a public outcry when Mr Rupert - 
Murdoch gained control of 6096 of Austra- 
lia's metropolitan newspapers. s 
The government's decision not to med- 

dle in or block many of the entrepreneurs 
most aggressive deals often made good 
sense. In 1983 Australia had too many 
sleepy undervalued companies: men such as 
New Zealand's Sir Ron Brierley and Ade- 
laide Steamship's Mr John Spalvins woke 
them up. But too many of the bids were 
debt-financed and soon even BHP, Austra- 
lia's largest company, was fair game: 
Mr Holmes à Court's shot at the 
"Big Australian" was only thwarted 
when Mr John Elliott's Elders 1xt 
helped block the bid as a white 
LL knight. Interestingly, when the raid- 
ers looked abroad—particularly tc 
Britain—other authorities were 
DENS more curious. The Bank of Eng 
land objected to Elders's £1.8 bil- 
lion ($2.6 billion) bid for Allied- 
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Lyons. : 
e Rather than acting as a brake, 
Australia's accounting — rules 


worked as an accelerator. lr 
S Australia companies are al 
lowed to “equity account" —t 
count a share of an associate's in- 
come as their own—when they 
have "significant influence” 
That, in turn, usually means a 
2096 stake. Normal account- 
ing practice elsewhere is only 
to report the cash dividends 
A . received as income when 
| "rx stakes are that small. Banks 
» S which accepted the entre- 
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preneurs' figures have no excuse—all credit 
analysts worldwide are taught only to count 
dividends in their calculations. Private in- 
vestors have a better case for whingeing. 

Australia's accountants have also per- 
mitted some fairly rum valuations of intangi- 
ble assets (eg, brand names and intellectual- 
property rights). The line between normal 
and extraordinary profits (and losses) is also 
blurred. The pioneer in pushing Australian 
accounting standards to their limits was Mr 
Murdoch’s News Corporation. 

Those that took advantage of Austra- 
lia’s lax climate and kept their heads, such as 
Mr Murdoch or Mr Kerry Packer, have 
prospered unbelievably. But the same condi- 
tions also produced many fair-weather em- 
pires. Both Messrs Murdoch and Packer can 
run media businesses as well as buy and sell 
them. Mr Bond, who first made his mark as 
a property trader, treated his profitable Aus- 

ian brewing businesses as little more 
than a source of cash for yet more asset- 
trading. 

The first storm was the October 1987 
stockmarket crash. Suddenly all the fancy 
paper valuations had to be downgraded. If 
this crash didn’t catch an overextended en- 
trepreneur, ballooning debt and high inter- 
est rates ultimately did. 

The first big casualty was Mr Holmes à 
Court. His Bell group of companies survived 
only after an A$5 billion fire-sale of assets 
and an ill-advised bail-out by the West Aus- 
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IR JAMES GOLDSMITH? Mr Kerry 

Packer? Kohlberg Kravis Roberts? 
Mr Alan Bond might have hoped for a 
glamorous corporate rescuer. On Janu- 
ary 5th he got a surprise proposal from 
Mr Jeff Reynolds, a 28-year-old college 
dropout and former trumpet player who 
attends business meetings in a jogging 
outfit. His address is a $22-per-month 
post-office box in Beverly Hills. 

Mr Reynolds has offered to buy a 
51% interest in Bond Corporation for 
around $250m. He insists finance for the 
bid will come from a collection of banks 
led by Shearson Lehman Hutton. Mr 
Reynolds hopes to meet Mr Bond in 
Australia on January 15th. After re- 
financing Bond Corporation's A$7 bil- 
lion debt, he has ambitious plans to di- 
versify the company into steel, natural 
resources and property. 

Mr Reynolds is chairman of 
Weatherby Investments, a unit of Cali- 
fornia Pacific International, a secretive 
Singapore-based company with (accord- 
ing to Mr Reynolds) total revenues of 
around $500m last year, in which he says 





tralian Labor government and Mr Bond. Mr 
Holmes à Court accepted A$340m for his 
shares. He is now making a comeback as 
Australia’s largest landowner. 

Other post-crash collapses included Mr 
Bruce Judge’s Ariadne, a trading company, 
and Mr Laurie Connell's 
Rothwells merchant bank, 
which had made too many 
loans to high-flying entrepre- 
neurs. In 1989 Mr George 
Herscu's Hooker Corporation, 
a property conglomerate, filed 
for bankruptcy when its Austra- 
lian bankers refused to lend it 
more money because they be- 
lieved the money would only go 
to paying off Hooker's Ameri- 
can debts. Mr Christopher 
Skase's Qintex, which owns the 
Channel 7 television station, 
collapsed shortly after it bid 
$1.5 billion for MGM/United 
Artists, an American film studio. Revela- 
tions that Qintex directors paid themselves 
A$42m in management fees, unknown to 
shareholders, removed any remaining sheen 
from Mr Skase's once-glittering reputation. 

In December debt rumours sent shares 
in Elders Ix tumbling. Its basic brewing 
business, Carlton & United Breweries, 
which makes Fosters lager, is gaining market 
share against Mr Bond's tipples. Its problem 
is its share structure. During 1989 Harlin 


The one-minute mogul 


he has a controlling stake. With only 20 
staff on its payroll, Weatherby rakes in 
about $300m in revenues—principally 
by sprucing up run-down property in 
Taiwan and Texas. 

Mr Reynolds learnt business funda- 
mentals at the ripe age of 12 by selling 
wholesale audio components to his ad- 
olescent buddies. A self-described 
"teacher's nightmare", he quit the Uni- 
versity of Texas after a year and made his 
first million importing luxury cars. 

Even if his bid for Bond Corporation 
falls through, Mr Reynolds expects to be 
in the limelight again later this year when 
he announces bold plans to acquire an 
insurance and consumer-finance com- 
pany. Or so he says. 





Holdings, a company representing most of 
Elders's senior management, increased its 
Elders holding from 1896 to 6196. Harlin 
now has total debts of A$2.8 billion, equity 
of A$867m and derives its only income from 
Elders dividends. 

If Elders maintains its 1989 
dividend, Harlin’s income 
should be around A$240m. 
Compare that with a possible 
interest bill of A$390m. Either 
Elders or Harlin must be re- 
structured to meet the cash 
crunch. Together Elders and 
Harlin carry about A$13 billion 
in debt. Australian Ratings re- 
cently downgraded Elders ixi 
debt to sub-investment status. 

Even Mr Murdoch has 
been affected. Recently Austra- 
lian Ratings cut News Corpora- 
tion’s debt rating to just below 
investment grade. The ratir 
agency believes News Corp's debt-to-equit 
ratio is higher than that stated in the compa- 
ny's published accounts. But Mr Murdoch 
remains relatively insulated from Australia’s 
high interest rates because roughly three- 
quarters of his debt is in American dollars. 
Mr Murdoch’s supporters insist that, al- 
though he has been strangely inactive re- 
cently, “the cash is there for the right bid”. 
He had no trouble coming up with money 
for his own abortive $1.4 billion offer for 
MGM/UA last autumn. Mr Murdoch had 
hoped to combine MGM/UA with his 20th 
Century Fox studio, but lost out to Mr 
Skase’s ill-fated bid. 

Of all the Australian entrepreneurs Mr 
Kerry Packer looks the healthiest. In Decem- 
ber, he cheekily offered A$53m for the same 
television interests he sold to Mr Bond for 
A$1 billion in 1987. He also sold most of his 
equities before the 1987 stockmarket crash. 
He has since been on a careful acquisition 
trail, purchasing Monsanto’s chemical bus 
ness in Australia and Australian Nation_. 
Industries, whose balance sheet was clouded 
by loans to yet another collapsed company, 
Spedley Holdings. 

Last year the Sydney Morning Herald 
ran 900 stories about Mr Bond. Unsurpris- 
ingly most of his countrymen have had 
enough of him—and the other entrepre- 
neurs. But the hangover from the borrowing 
binge will take some time to fade away. 
Many well-run Australian companies also 
used takeovers to expand successfully. They 
now fear that for all Australian businesses— 
sound or unsound—credit will be more ex- 
pensive and business more difficult interna- 
tionally. Leading industrialists are calling for 
tighter auditing standards, greater disclo- 
sure by public companies and stricter scru- 
tiny of insider trading. If Australia’s state 
and federal regulators are clever, they will 
push all those changes through quickly. 
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| In the — two inns famines have killed 2m-3m 
trike again in Ethiopia and Sudan. 





now threatens to stri 
instead of food: save more lives? 


HE pending imine in northern 
I Echiopia. threatens the lives of as 


‘many as 2m people. If it happens, it will be 


one of many famines that have struck in 
the past 20 years. In 1973 close to 200,000 
died in the Wollo province of Ethiopia, 
and around 500,000 in the Sahel region in 
Africa. In 1974. as many as Im died in 


Bangladesh. Five years ago between 


500,000 and 1m people died in SE 
and Sudan. 

Governments and international agen- 
cies responded to these famines by distrib- 
uting food to those in need. They un- 


_doubtedly saved millions of lives. But as 
‘the death tolls show, food aid usually ar- 


rives too late to save everyone. When it 
does come, it harms farmers still able to 
sell their crops or livestock and can make 


^a country even more dependent on west- 


ern aid in the event of a future drought. 
A better approach, argue Messrs 
Amartya Sen of Harvard University and 
Jean Dréze of the London School of Eco- 
nomics in a new book’, would often be to 
give money to the hungry. Cash. aid 
should push up food prices, thereby en- 
couraging food imports and greater do- 
mestic production of food. With the 
money, those facing starvation could buy 
food from those who have enough. Unlike 
food aid, cash can be dispatched quickly 


cto the famine area and is less disruptive to 


the economy. 

Cash aid will work only if there is al- 
ready enough food in a famine-stricken 
country to feed everyone, and only if food 
can be bought and sold relatively freely. 


ae These conditions, say Messrs Sen and 


Dréze, exist more often than is usually 
supposed. In a previous book Mr Sen ex- 
amined most of the big famines since the 
second world war. In every case famine 


was caused not by an overall shortage of 


food, but by how food was distributed. 
Consider the Ethiopian famine of 


1973. The country as a whole produced 
= roughly as much food as in previous years. 


But there was a big decline in output in 
Wollo, the province that saw the worst of 
the famine. Most of the victims were sub- 
sistence farmers, living off food they pro- 
duced themselves. When their crops failed 
they had no income to buy food from else- 
where. If they had had money, they could 


have done so: There was enough food in 


| "Hunger and Public Action" by Jean Dréze and 
_ Amartya Sen. Clarendon Press, Oxford. 1990. 





Not by bread alone 


eople. Famine 
ight giving cash 





the rest of Ethiopia; trade was possible be- 
cause the roads into Wollo were open. In- 
deed, some of Wollo's farmers had surplus 
food and sold it outside the province. In 
just the same way, food was exported from 


Ireland to England during the Irish fam- 


ine of 1848. 
In the 1974 Bangladesh famine 1m 
people died even though food output that 



















year was higher than in any of the previ- 
ous four. The floods of 1974 came too late 
to affect the harvests, but they caused un- 


employment and cut the incomes of farm — 


workers. Also, the threat of a bad crop in 
the next year had pushed up rice prices. 
So rural workers, who received no income 
support, could not afford to buy rice. Ban- 
gladesh's famine thus 
happened not because 
there was too little food, 
but because so many peo- 
ple could not afford to 
buy any. 

Bolstering the  in-- 
comes of the starving can 
thus prevent some fam- 
ines just as effectively as 
directly increasing the 
supply of food. In coun- 
tries where private trade 
is better than public distribution at get- 
ting food to those in need, cash aid will 
actually work better. However, where a 
major civil war (like the one now going on 
in Ethiopia) causes trade between districts 
to break down, cash aid may fail alto- 
gether. In countries where corruption is a 
problem, cash aid has another drawback: 


.1096; there was no widespread starv 


food market than most African. 
mies 
: grammes have been tried in Africa, 


— has avoided a major famine. Cape \ 
“has been a recipient of food aid, thoug 
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money is even easier to steal dà food 

In practice, cash aid has often. su 
ceeded where food aid has failed. Inc 
for example, relies heavily on cash-fo 
work programmes when food shortage 
threaten. It has avoided a major famin 
since independence—even though foo 
output and incomes in some provinces ar 
lower than anywhere in the world. In th 
Indian province of Maharashtra, grai 
output dropped by 6096 in the ear 
1970s—a much bigger drop than in Afr 
ca's Sahel (see chart), where. aroun 
500,000 died in the famines of 19 
Cash-for-work schemes in Maharashtr 
employed 5m. These schemes provide 
enough income to encourage imports i 
the province from other Indian regio 
Average food consumption fell by o 


India has a much more sophis 


where cash-for-wo 


But, 





seem to have worked. Cape Verde 
fifth of its population in a famine in 
and has suffered from continous dr 
for 20 years. However, since gaining ind 
pendence in 1975, the linchpin of Ca 
Verde's anti-famine policy has been cas 
for-work programmes, and the count 





has not given out the food directly. 1 
stead the government has sold donated : 
food to its hungry citizens. | 
Botswana relied on centrally distrib- 
uted food aid during its drought in 1979- 
80. Much of the food either did not reach 
those in need, was wasted on the way or 
was slow to arrive. Learning from this les- 
son, the country relied more (but not e 
clusively) on cash-for-work schemes in the 
drought of 1983-84. In that year food pr 
duction fell to 1796 below its level of 1979- 
81 (see table), but there was no famin 
The poor and hung 
joined the public-works 
schemes and bought fo 
with their cash. Tho 
who could not work we 
given supplies of food 
Over the same pe 
food ouput in. ei 
and Sudan fell by 1 
and 11%. Both countri 
relied heavily on inte 
tional food aid. Much o! 
it arrived in 1985, wh 
the worst effects of the drought were 
ready over. 
The clear moral for the next ho 
this: if internal trade looks feasible, pref 
cash aid to food aid. This prescription wi 
not help today's war-torn Ethiopia, but in 
many other countries it could save thou: 
sands of lives. 
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est German electronics 


" Nixed 


_ FT HE dream is dead, long live the dream. 
A A 51% controlling stake in West Ger- 
many's Nixdorf, the company which proved 
that Germans, too, could be innovative and 
. entrepreneurial, has been sold to Siemens, 
- the corporate counter-argument. The deal 
. marks another step in the consolidation of 
the European computer industry. By the 
. mid-1990s many reckon that only three or 
so home-grown computer companies will re- 
main—probably Siemens, ltaly's Olivetti 
and France's Bull. It also marks the passing 
. of the torch from one generation of com- 
entrepreneurs to the next. 


" — . 
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Oh, how they miss Heinz 


_ Mr Heinz Nixdorf founded his company 
in a cellar in Essen in 1952. His success had 
many of the hallmarks of an American gen- 
eration of entrepreneurs which included Mr 
.. Ken Olsen of pec, Mr An Wang’s Wang 
Laboratories and Mr Edson de Castro's 
Data General. Such men built their fortunes 
on the minicomputer. While mainframe 
. computers were so expensive and powerful 
that they could be justified only by taking on 
corporate-level responsibility—like payroll, 
or consolidated accounts—minicomputers 
- were cheap enough to work for a single de- 
. partment, doing word-processing or track- 
ing inventory. 

= To sell such machines, minicomputer 
entrepreneurs created organisations that 
were more customer-oriented, more com- 
petitive and more free-wheeling than their 
predecessors in mainframes. Customers 
would not adapt to their technology, so they 
had to be able to adapt their technology to 
the customer. But the minicomputer men 
also kept one mainframe tradition that is 
proving to be their undoing. Their technol- 
_ ogy was, and at many companies still is, pro- 
 prietary. One brand of machine will not 
work easily with another. 
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Personal-computer entrepreneurs, by 
contrast, have created machines that on the 
whole can co-operate with other brands— 
sharing software, data and add-in hardware. 
And as networks of personal computers gain 
the processing power of minicomputers, the 
advantages of such "open systems" become 
more powerful. Customers are not tied into 
a single firm's technology. Investments can 
be made in smaller chunks and updated 
more frequently. To make the most of these 
advantages, personal-computer suppliers 
have developed an open corporate style 
which, instead of doing things for custom- 
ers, tries to help customers do most things 
for themselves. 

The result for many minicomputer mak- 
ers has been a financial squeeze and a nasty 
managerial dilemma: if the company can no 
longer compete with its proprietary 
technology, what is its competitive 
advantage? Losses have plagued Data 
General, Wang and a number of 
other mid-sized makers of mid-range 
computers. The problems were com- 
pounded for Nixdorf by the sad fact 
that its founder did not live to face 
them. 

Mr Nixdorf died of a heart attack 
in 1986 on a dance floor at the Hano- 
ver trade fair. While he lived, he kept 
his firm hopping from market niche 
to market niche—from retailing to 
cash-machines to office automation 
systems. Though Nixdorf's technol- 
ogy was sometimes old, it always came 
in exactly the package the customer 
wanted and presented with enthusi- 
asm. But Mr Nixdorf's successor, Mr 
Klaus Luft, succumbed to self-doubt 
as the competition from personal computers 
increased. 

Despite, or perhaps because of, his 20 
years at Mr Nixdorfs knee, Mr Luft's 
changes were too little, too late. Attempts to 
adopt industry-standard technologies like 
the Unix operating system raised R&D costs 
and complicated the product line. Repeated 
managerial reorganisations helped spread 
Mr Luft's uncertainty to others in the orga- 
nisation. At the end of November 1989, as 
the losses mounted, Mr Luft resigned. 

Now Siemens will try to breath new life 
into Nixdorf. Nixdorf's mid-range technol- 
ogy and its strength in specialised products 
such as banking systems neatly complement 
Siemens's strengths in mainframes. The two 
firms’ combined data-processing sales total 
around DM12 billion ($7.1 billion), putting 
it second behind iBM in Europe's computer 
industry. But the fit between Siemens's peo- 
ple and Nixdorf's is more problematic. 

In their heyday—when the profits grew 
each quarter and floor hockey games used to 
spill out of executive offices into the corri- 
dors—Nixdorf managers used to regard 
their counterparts at Siemens as washed-out 
old corpocrats. That is an attitude they can 











no longer afford. But Siemens's managers 
cannot be too smug either. Nixdorf's suc- 
cess was based as much on its marketing agil- 
ity and enthusiastic service as on its technol- 
ogy. Enthusiasm, like floor hockey, has 
never been one of Siemens's strengths. 
Though Siemens's recent acquisitions 
(including parts of Britain's Plessey and 
America's Rolm) have piled most of West 
Germany's electronics eggs into one basket, 
observers reckon that it will not be able to 
count on the government for much support. 
After combining most of the nation's aero- 
space and automotive businesses under the 
umbrella of Daimler-Benz, the government 
has lost its taste for mega-mergers. Medium- 
sized firms are now the official favourites. 


Especially dynamic ones. 





America's carmakers 


Capitol Hill-start 


DETROIT 


NE thing for which America's carmak- 

ers can always be relied upon is a knee- 
jerk opposition to new government regula- 
tion. Congress and government regulators 
are now debating a wide range of proposals: 
tougher exhaust-emission levels; improved 
safety standards; stricter fuel-economy tar- 
gets; and a requirement that carmakers sell 
as many as Im alternative-fuel vehicles a 
year. Detroit's motormen are crying foul, 
complaining they can not meet all these 
aims at once. With good reason, many con- 
gressmen say they've heard such moans be- 
fore, and yawn. 

General Motors, Ford and Chrysler cer- 
tainly face difficult and conflicting demands. 
The technology used to clean up exhaust 
emissions, for instance, usually results in re- 
duced fuel economy. To get over that—and 
to meet increases in the government's fue 
economy standards—carmakers are trying 
to produce lighter cars. Yet proposed safety 
regulations will almost certainly add weight 
to cars. 

If the toughest legislation is passed, car- 
makers warn, jobs will be lost as production 
of big cars declines. Big cars are more profit- 
able than small ones and, with lower oil 
prices, more popular than ever with Ameri- 
can consumers. So, to avoid gas-guzzler fines 
that could add up to hundreds of millions of 
dollars, Detroit's carmakers make unprofit- 
able small cars such as the Ford Escort to 
keep their corporate average fuel economy 
(CAFE) standard figure down to the current 
limit of 27.5 miles per American gallon (33 
per imperial gallon). 

When the CAFE legislation was intro- 
duced in 1978, the carmakers also argued 
that fuel-economy targets and emission lev- 
els were impossible to meet without aban- 
doning the production of large cars. Yet the 
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An American in love with a gas guzzler 


average fuel consumption of America’s new 
cars has improved from 19.7 mpg in 1978 to 
slightly more than 28 mpg last year. Ex- 
hausts have also been cleaned up. Unfortu- 
ately much of this success was achieved by 
armakers adjusting their sales mix with 
sometimes unprofitable small cars rather 
than concentrating on making their entire 
model range cleaner and more fuel-efficient. 
Tougher standards will make that strategy 
too costly. Now American carmakers have 
to bite the bullet and re-engineer their entire 
product range. There are other ways to im- 
prove fuel economy in addition to reducing 
the size of vehicles. The use of multi-valve 
engines is one. In 1988 less than 1% of 
American-built cars used four valves per cyl- 
inder. Most Japanese cars do, as do many 
European ones. 
America’s carmakers fear the legislators 
will hand the Japanese a big opportunity 


Roger Babbitt 


NEW YORK 


NOTICE on a seat in the front row 


with tougher standards, They 
claim that, because the Japa- 
nese already sell so many small, 
fuel-efficient vehicles, they are 
far ahead of all but the most 
stringent CAFE proposals now 
under study. So the Japanese 
will be able to mop up the mar- 
ket for larger cars without pen- 
alty. This is a specious argu- 
ment. True, the Japanese are 
moving quickly into the luxury 
and performance markets, but 
some of their cars—tike 
Toyota’s new $35,000 Lexus 
LS400—also happen to beat 
America's tax on gas-guzzler 
imports, which shows that 
whatever their average CAFE ratings, the Jap- 
anese are making determined efforts to 
make their big cars fuel-efficient. 

Most congressional proposals would 
raise America’s CAFE standard to around 35 
mpg by the mid-to-late 1990s. Some con- 
gressmen would like to boost the figure to 50 
mpg or more soon after 2000. America's car- 
makers would prefer to stiffen safety require- 
ments first and then, eventually, get around 
to increasing fuel economy. On past evi- 
dence, with no government pressure, "even- 
tually” sounds like a euphemism for 
“never”. 

Some car executives are now arguing 
that the CAFE system, set up to help Detroit 
adjust to the consensus for more fuel econ- 
omy, be abolished in favour of a fuel tax— 
precisely the alternative most feared by De- 
troit's motormen in the past. The current 
laws, they rightly point out, regulate produc- 
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ers while it is the consumer who should be 
encouraged to meet fueleconomy stan- 
dards. One suggestion is for a "carbon tax” 
on gasoline and other oil products. There 
would be much sense in that, though De- 
troit executives are aware it would never 
pass President Bush's "read my lips" pledge 
of no new taxes. If Americans had to pay 
European or Japanese petrol prices, their 
love affair with the gas guzzler would end 
more quickly than a Las Vegas marriage. 





The price of oil 


Déjà vu, again 


REENERY and conservation notwith- 

standing, oil still meets 3896 of the 
world's energy needs. About $430 billion- 
worth of the stuff was burned in 1989. It is 
hardly suprising, then, that a 2596 rise in oil 
prices in the four months to early January 
has set alarms ringing in oil-importing coun- 
tries. Might this be OPEC's third coming? 

The past few months have been kind to 
the cartel. A cold snap in December raised 
America’s oil consumption by 1m barrels a 
day (b/d). In Europe drought has cut hydro- 
electric output by a fifth and, by limiting the 
supply of cooling water, has helped keep 
half of France's nuclear-power stations op- 
erating at below capacity. That has cut 
France's electricity exports, pushing up de- 
mand for oil in Britain and Italy. Add in a 
sharp fall in Russian and British oil produc- 
tion, plus a spate of oil spills, and the rise in 
the cost of a barrel from $17 in September 





Flint in late December after winning rave 
reviews from critics at film festivals in To- 
ronto and New York. GM is appalled, and 


with good reason. The film makes no pre- 


tence at balance. lt portrays Mr Smith 


of a cinema in New York says it is 
"Reserved for Roger Smith, chairman of 
GM”: The seat will remain empty. The 
film being shown, "Roger and Me”, is a 


| voicing patriotic platitudes, rich matrons 
desperately unfair but hilarious quasi-doc- 


teeing off and auto executives holding a 
garden party while GM workers are evicted 
from their homes. The city fathers are 
shown as fatuous. They pay the Reverend 
Robert Schuller, a Tv evangelist, $20,000 
to come to Flint to raise the spirits of the 
unemployed with the message: "Tough 
times don't last, tough people do.” 

It could so easily have become a trite, 
anti-capitalist tract. Mr Moore's acute 
sense of the ridiculous keeps him from 
falling into that pothole. He has turned a 
cinematic polemic into a black comedy 
that will vastly amuse just about every- 


umentary about the quest of Mr Michael 
Moore to interview Mr Smith. He wants 
to invite the chief executive of General 
Motors to accompany him on a visit to 
Flint, Michigan, "the unemployment cap- 
ital of America", where the car company 
has axed 30,000 jobs over the past decade. 

Mr Moore, who comes from Flint and 
whose father worked on a GM assembly 
line for 33 years, finally succeeds in video- 





Maybe his car broke down 


tering such sanctuaries as the Grosse 


| mugging Mr Smith at a Christmas party. 
| The car company's public-relations staff 
| are horrified by this breach of security. 
With the help of smooth but menacing 
heavies, they have for many months pre- 
vented the insistent Mr Moore from en- 
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Pointe Yacht Club, the Detroit Athletic 
Club and Gm’s head offices in Detroit to 
meet the elusive Mr Smith. 

The film, distributed by Warner 
Brothers, is now on national release in the 
United States. It had its world premiere in 


body—except Mr Smith, who badly needs 


cheering up. He is due to retire in August 


and has just learnt that the United 


Autoworkers union might choose GM as 


its target company for a possible strike 


during this year's wage talks. 
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to $22 by the start of the year looks logical. 
—. ç Butis it sustainable? The International 
Energy Agency reckons that OECD oil de- 
mand rose by just 1% in 1989, half the rate 
predicted earlier last year. In 1990 consump- 
tion is set to stagnate—or perhaps even 
- fall—in America and Europe. Only fast- 
growing NiCs (South Korea guzzled 25% 
more oil last year, Taiwan 20% more) will 
come to OPEC's aid. 
E ol production, meanwhile, is booming. 
a Despite Russia's and Britain's problems, 
. non-OPEC oil output has risen by more than 
1m b/d during the past six months, to its 
highest level for two years. OPEC's produc- 
tion soared by a fifth last year, to 24m b/d in 
December. Even if, as expected, the cartel 
ightens the taps a little during the first 
E arter of 1990, a glut is again in the mak- 
z. Which is why oil prices have slipped by 
a dollar since early January. 
Those who still think opec capable of 
Climbing back into the driving seat should 
- consider one or two other factors. New fig- 
ures from America's energy department 
sinh that, over the past year, the world dis- 
overec 51h times as much oil (120 billion 

barrels) as it produced. Although the big- 
- gest finds were in OPEC countries, non-OPEC 
producers replaced their production almost 
times over. 
Longer term, OPEC faces even bigger 
headaches. World gas reserves are soaring 
n dn over the past ten years alone), 
npting big oil companies to develop 
echniques to convert gas into refined oil 
products. Already economically attractive at 
an oil price just a shade above today's, such 
iques will reduce demand for crude by 
the end of the decade. And California's love 
affair with cleaner-burning transport fuels 
like methanol) is already spreading to the 
rest of America. It will almost certainly be 
nshrined in a clean-air bill later this year. 
Europe will probably follow America's lead. 
Perhaps OPEc is, after all, wise to squirrel 
yay some nuts for the winter to come. 
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 Taiwan's trade surplus 
Annoying big 
| - rother 


DNGKONG 


Fr YUCCESS is embarrassing Taiwan. How- 
M ever hard it spends, it sells far more than 
d : buys—and the trade surplus yawns widest 
with Taiwan’s firmest ally, America. Small, 
vulnerable and at war, at least technically, 
wi ith mainland China, Taiwan cannot afford 
to upset its friends. 
= But what can Taiwan do to spare its 
lushes? America and the western world 
M 2 an insatiable appetite for Taiwan's 
toy: tennis rackets, trinkets and computers. 
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Give her a chance to consume 


Last year, according to figures released on 
January 6th, the overall trade surplus wid- 
ened by 27.596 to $13.9 billion—double the 
target of $6.8 billion set by the government 


in 1988 as part of a five-year programme of 


trade diversification. With America, which 
takes almost two-fifths of Taiwan's exports 
and accounts for 3096 of the island's foreign 
trade, the surplus rose by 15.196 to $12 bil- 
lion—in contrast to a promise by Taiwan to 
cut it by 1096. That promise has been kept 
only if Taiwan's imports of gold from Amer- 
ica, which artificially reduced the 1988 sur- 
plus, are excluded from the equation. 

Ms Sandra Kristoff, America's assistant 
trade representative, is not amused. On Jan- 
uary 10th she ended three days of “full and 
candid discussions” (diplomatspeak for rais- 
ing hell) in Taipei with some pointed com- 
ments on Taiwan's failure to meet “trade 
obligations consistent with its high level of 
development". Her specific complaints? 
Taiwan's lax enforcement of last year's 
agreements on intellectual property; contin- 
ued discrimination against foreign banks, 
brokers and American insurance firms; and 
the multitude of barriers that still have to be 
cleared before American wines, spirits and 
agricultural products can reach Taiwan's 
nouveaux riches 





Ms Kristoff, who was seeking to reduce 
tariffs on 1,048 American agricultural and 
industrial products, has a point. Taiwan's 
farm lobby ensures that foreign drinks in 
Taipei's hotels are ludicrously expensive— 
and come without the normal trimmings of 
peanuts and potato crisps. Taiwan's finan- 
cial lobby ensures that rich Taiwanese have 
a hard time investing in foreign markets, 
which is why their money and gambling in- 
stincts have pushed the Taipei stock ex- 
change to dizzy heights and to the third- 
highest turnover in the world. 

Ms Kristoff's patience with Taiwan has 
clearly run out. America's trade law allows 
punitive action against those it considers are 
playing unfairly. "Taiwan may be placing it- 
self at a disadvantage" in Washington's next 
trade review, she declared ominously. 

Will the threat work? Maybe. Taiwan 
recognises the need for action and has al- 
ready tried hard to accommodate America. 
Palliatives have included a 4596 apprecia 
tion since 1985 of the New Taiwan dollai 
against the American one; a series of special 
"buy America" missions; the diversification 
of export markets away from America (to 
such unlikely places as Eastern Europe and 
Vietnam); favourable treatment of Ameri- 
can bids for work on 14 big infrastructure 
projects; and, indeed, the transparent at- 
tempt in 1988 to rig its trade figures by im- 
porting so much gold. Nor have all these ef- 
forts been entirely in vain. In 1987 Taiwan's 
trade surplus with America was $16 billion, 
one-third higher than last year's. 

The question is whether Taiwan's gov- 
ernment has the political will to do much 
more. Last month the ruling Kuomintang 
party suffered embarrassing losses in Tai- 
wan's first free parliamentary elections. Two 
months from now there will be a presiden- 
tial election. Elections and unpopular deci- 
sions rarely go together. 





Japanese consumer electronics 


Video hangover 


TOKYO 


NCE the life and soul of the party, the 

consumer-equipment end of Japan's 
Y22 trillion ($150 billion) a year electronics 
business is heading for hard times. Fewer 
youngsters are around to buy its latest ste- 
reos, walkmen, boomboxes, compact disc 
(cD) players and pocket-sized Tvs. Older 
customers are holding on to their existing 
television sets and video cassette recorders 
(vcrs) longer, or replacing worn-out ones 
with cheaper models from South Korea. 
The industry's breadwinners—vcRs and 
colour TVs—have reached saturation point 
in Japan, America and Western Europe. 
This year, says the Electronics Industry 
Association of Japan, consumer equipment 
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will see practically no growth. Its share of 
the electronics industry's output in Japan 
will slip to around 17%—a far cry from the 
*096-plus of a decade ago. 

Part of the trouble is the dearth of new 
blockbuster products. Nothing quite as orig- 
inal as the video recorder has sprung from 
the laboratories since the early 1970s. The 
CD player has proved to be merely a better 
record player; the 8mm camcorder, a more 
convenient movie camera; the digital audio 
tape (DAT) recorder, a crisper cassette deck. 
The vcr, by contrast, was neither a replace- 
ment nor an improvement, but a brand new 
concept. And instead of cannibalising exist- 
ing sales, it only created additional con- 
sumer demand. In its heyday during the 
early 1980s, the VCR accounted for half the 
output of Japanese consumer 
electronics—as did colour television in the 
early 1970s, and monochrome television in 
the early 1960s. 

None of the industry's new gadgets has 
dominated production to anything like the 
same extent. Will high-definition television 
(HDTV) succeed where recent innovations 
' ave disappointed? At the moment, that 

ems unlikely. By the time it arrives in the 
mid-1990s, conventional television sets will 
have already gone digital and begun to offer 
a number of HDTV’s lauded benefits. It, too, 
will be just another replacement product. 

Another reason why consumer elec- 
tronics are in decline is because of the 
changing structure of Japanese industry. 
Ever since the yen started its ascent against 
the dollar in early 1985, consumer-electron- 
ics makers in Japan have known that, sooner 
or later, they would have to kiss the low end 
of their business goodbye. They have re- 
mained dominant in the video and audio 
markets by upgrading their products, add- 
ing features and improving them techni- 
cally. For instance, more than half the col- 
our TVs bought in Japan last year were 
jumbo models with 34-inch screens or 
larger. Japanese manufacturers have moved 
still more of their plants to low-wage coun- 
tries such as Thailand and Malaysia. First to 
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ond-generation recordings. L 
The new dubbing system was on display - 
at the winter consumer-electronics show in- 
Las Vegas last week. So were DAT recorders - 
containing the new system from Matsushita, — 
Sony, Jvc and Pioneer. South Korea's - 
Samsung flaunted its own DAT model, as did — 
Grundig of West Germany. Legislation has — 
to be changed before the new digital tape re- 
corders can be used in America. A bill to do 
so is expected to be before Congress later 
this month. Only the handful of Japanese — 
manufacturers who weather the DAT price- — 
storm which then follows will be around to 
bring HDTV to the stores a few years later. — — 


go were the low-added-value audio equip- 
ment. Then, in quick succession, went col- 
our TV sets and now VCRs. 

Moving offshore only buys time. To sur- 
vive, Japan's consumer-electronics firms 
know they have two far tougher tasks ahead 
of them. They have to retreat upmarket to 
become suppliers also of industrial and pro- 
fessional equipment, while at the same time 
integrating their manufacturing verti- 
cally—ie, making pricier products and more 
of the bits that go into them. "Components 
and sub-assemblies account for nearly 6096 
of the total sales value of consumer electron- 
ics products,” says Mr Martin Beresford, an 
analyst in Jardine Fleming's Tokyo office. 
To increase their margins, Japanese manu- 
facturers have to bring more of such work 
in-house. To do that, they have to raise their 
spending on R&D considerably. 

Already, the consumer-electronics 
industry in Japan is fragmenting into 
manufacturers that can afford to raise 
the R&D ante and those that cannot. 
Half of the industry's firms—Akai, 
Alps, Crown, Kenwood, Nippon Co- 
lumbia, Sansui and  Teac—are 
spending less (some a good deal less) 
than 496 of their sales on R&D. At 
this level, they are not even keep- 
ing pace with technical improve- 
ments, let alone trying to come up 
with innovations. Another 
bunch—Aiwa, Fujitsu General, JVC, 
Pioneer and Sanyo—is committing 
around 5%. Several, fortunately, are allied 
with much larger firms and can get com- 
ponents at favourable prices. Only Sony, 
which invests more than 12% of its sales 
in R&D, Matsushita (9%), and Sharp 
(7%), seem determined to remain as 
independent manufacturers over the 
long haul. 

The smaller fry probably have one 
more product cycle to show whether or 
not they can make it. By this time next 
year, digital audio tape players should 
be almost down to a price of ¥50,000 
($350), the threshold below which Jap- 
anese consumers start buying them in 
millions rather than thousands. That 
was the price at which sales of CD players 
took off in early 1985. 

So far, however, the DAT player has 
made barely a dent on the market. Manufac- 
turers have been reluctant to tool up for the 
product while the record companies and 
music copyright holders have refused to pro- 
vide pre-recorded tapes. An international 
agreement has now been reached on the 
dubbing method that is to be engineered 
into DAT recorders to prevent them from 
"breeding" generations of perfect copies 
from a single cp. The special circuitry, 
called Serial Copy Management System, will 
allow DAT owners to make as many first-gen- 
eration recordings of a CD as they wish. But 
the copies cannot be used for making sec- 










































" Announcing. 
The ultimate reference and iis guide Ñ 
for today's busy international executive 


” n today's multinational firm, the pare one is the 
global information center, From the rise and fall of the 
> dollar to inflation trends in Latin America, corporate tax 
rates in Italy, currency and trading information for Japan, how 
to borrow in Brazil—when international executives have 
important questions, they head for finance. 


g those aN has just gotten easier. . . 
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Japan's big 
property grab 


TOKYO 


HE money-bags of Japan—the coun- 

trys 25 life-insurance companies, 
with combined assets of more than 
X100 trillion ($700 billion)—Aare 
unhappy. They dislike the way 
their unregulated property 
cousins have been snapping up 
bargains in America and have 
"^w, in effect, closed the door on 

e life offices’ own property ambi- 

uons there. After the furore over 
Mitsubishi Estate's acquisition of the 
Rockefeller Centre last November, indig- 
nant New Yorkers feared for the future of all 
their beloved landmarks. Tokyo's Min- 
istry of Finance sent a hurried message 
to other Japanese eyeing American 
property: lay off. 

With their feet barely through the 


Ü 
door, leviathans like Nippon Life, Meiji WAAR 


Life and Sumitomo Life found them- 


selves having to back out quickly. Europe is S 


suddenly the place to be. Hence the scram- 
ble over the past few months by Japanese in- 
vestors to buy attractive buildings in Eu- 
rope's capitals, especially in  bargain- 
basement Paris. Slow off the mark in 
America, Japan's big life companies have no 
intention of being slow in Europe. Shun- 
ning the fanfare that accompanied previous 
overseas investments by Japanese property 

d construction firms, the country's life in- 

rers have quietly been snapping up all the 
high-yielding commercial property they can 
lay their hands on in Europe. 

They can certainly afford it. Japan's life- 
insurance industry is enjoying phenomenal 
growth. Premiums are pouring into the life 
offices. Embarrassingly, so is demand for 
loans from them. That is worrying the Bank 
of Japan, which wants to slow the growth in 
money supply. In the early summer, then 
again in the autumn, it leaned heavily on the 
commercial banks to slow their lending. It 
explained it was particularly anxious to pre- 
vent another politically damaging doubling 
of land prices. 

The life-insurance companies, immune 
from such lending restrictions, were 
promptly inundated with requests from 
property speculators for loans—much to the 
annoyance of the authorities as well as the 
banks. In the process, the assets held by the 
life insurers have soared. In 1989 Nippon 
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Life, the leading life 
insurer, with a com- 
manding 20% share of 
the market, increased its assets by 
¥3 trillion to ¥24 trillion—double its figure 
four years before. The industry’s biggest 
headache is too much cash. With more than 
¥12 billion in premiums pouring in daily, 
Mr Gentaro Kawase, Nippon Life’s chair- 
man, once moaned: "I'm tired of money." 
Owning lots of assets is one thing. Get- 
ting a decent return on them is quite an- 
other. As they have been bidding against 
each other to offer better deals, fund manag- 
ers in insurance firms have had to go scurry- 
ing for higher returns. The regulatory walls 
that separate Japan's life insurers from prop- 
erty-casualty insurers are crumbling fast, 
sending chilly draughts of competition 
through this once-cosy business of fixed pre- 
miums and minimal benefits. With the f- 
nance ministry's approval, insurance firms 
are moving some of their assets out of rock- 
solid Japanese government bonds to riskier 
but more lucrative equities. Yet Japan's 
stockmarket is rigged largely to provide capi- 
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tal gains instead 
of yields, which 
means it cannot provide 
the diversity that the top life 
companies badly need. 
To help them, the finance min- 
A. istry has been relaxing its rules on 
p the kind of things in which the in- 
surance firms can invest, and 
where. They can now have up to 
2096 of their money in prop- 
erty, and up to 3096 in as- 
sets denominated in for- 
eign currencies. For a 
time, that caused its own 
problems. Lacking for- 
eign-exchange know-how, 
Japanese insurance giants lost 
heavily on American Treasury bonds 


m 7 when the dollar plummeted in 1985- 


87; Nippon Life alone lost Y3 trillion. 

But most have now found that better 
ways of hedging their currency expo- 

sure, allied with an awareness of the 
opportunity cost of not investing 
abroad, have helped them overcome linger- 
ing reservations about foreign parts. 

The property market abroad looks 
highly attractive to Japanese life funds. In Ja- 
pan land prices are astronomical, returns on 
rented property abysmally low, and too few 
buildings are ever put up for sale. Respect- 
able Japanese firms would be ashamed to 
part with their property, and do so only un- 
der the direst of circumstances. Anyway, the 
tax system discourages them. Commercial 
property in Japan is often carried on a com- 
pany's books at historical value. If sold, the 
capital gains would incur horrendous tax 
liabilities. 

Despite this, some property developers 
have amassed enormous holdings in Japan. 
It has usually taken them decades to do so, 
and the property is generally erected by the 
owner on sites that have been held for ages 
or that have recently been re-zoned for com- 
mercial use. Conservative Japanese inves- 
tors are aghast at the way American and 
British companies take such a cavalier atti- 
tude towards their corporate headquarters, 
selling them off and leasing them back if the 
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price is right. Still, they feel they had better 
take advantage of this. Returns on property 
investment can be as high as 896 in New 
York and 596 in London or Paris; they are 
usually less than 196 in Tokyo. 

The high yen helps Japanese investors 


' in foreign property. The higher interest 


rates in America and Europe, coupled with 
the smaller size of property firms there, have 
made it easier still for Japan's big investors 
to snap up the plum properties abroad. Af- 
ter the Americans found they could no 
longer afford to own their own buildings 
(but howled about it), Europe began to find 
the same (but sometimes didn't howl). 
Sumitomo Life, Japan's third-largest life 
company and one of the slowest off the 
mark in Europe, has found a nifty back 
route into the business. It has recently pur- 


chased a stake in Europolis, a multinational 
property-development company which is 
being established in Paris this month. Fear- 
ing adverse publicity, Sumitomo has been 
playing down its  FFr5Om  ($8.7m) 
investment—which is, indeed, peanuts for a 
firm that collects ¥8 billion ($50m) a day in 
revenue from its policyholders in Japan. The 
Europolis stake, say property analysts, is 
merely a curtain-raiser for the Japanese life- 
insurance firm. Sumitomo Life still has a lot 
of catching up to do. 

Its two main competitors, Nippon Life 
and Meiji Life, plunged into the French 
property market months ago. Nippon Life 
bought a stake in the Les Halles shopping 
centre with Crédit Lyonnais. Meiji Life pur- 
chased an old French department store, Au 
Trois Quartiers, partnered by the British 


post office pension fund, Postel. Cash-rich 
Nippon Life is being flooded with offers 
from companies across Europe wanting to 
unload their investments in property. 

Given a choice, though, most Japanese 
insurance firms would rather invest in Ja- 
pan. The spectre of currency losses still 
looms large, taking much of the fun out of 
buying up fashionable bits of Paris, London 
and New York. The fact remains that, in 
terms of total floor space, Nippon Life al- 
ready owns more commercial property in 
Tokyo than does Mitsubishi Estate, the big- 
gest property firm. If the likes of Nippon 
Life had invested all their spare cash domes- 
tically, Tokyo's share and property prices 
would have gone even further through the 
roof. That would not have pleased the fi- 
nance ministry one bit. 





Anatomy of a Spanish banking merger 


Basquet case 


ANKS are like magnets. Bring together 

two very different institutions and, 
more often than not, opposites attract and 
the partnership works. Try to marry to- 
gether two virtually identical banks, and in- 
ternal power struggles will eventually force 
them apart. That seems to be the lesson of 
the latest furore in Spanish banking. 

The cause of the quarrel was the death 
on December 12th of Mr Pedro Toledo, one 
of the co-chairmen of Banco Bilbao Vizcaya 
(BBv), Spain's biggest bank. It was formed 
by a merger in October 1988 of two Basque- 
based banks, Banco de Bilbao and Banco de 
Vizcaya. Instead of replacing Mr Toledo, 
who was the boss of Vizcaya before 
the merger, BBV's other co-chairman, 
Mr Jose Angel Sanchez Asiain, the 
former head of Banco de Bilbao, tried 
to take sole control of the merged 
bank 


This attempted coup met with 
stiff resistance from those board 
members of BBv who were previously 
with Vizcaya. They said that Mr San- 
chez Asiain's scheming violated an 
agreement providing for a four-year 
co-chairmanship. They put forward 
Mr Alfredo Saenz, the managing di- 
rector of BBV and one of their own, to 
replace Mr Toledo. 

The former Bilbao executives on 
BBV's board were furious. They threw 
out the nomination, arguing that a 
joint chairmanship was unworkable. 
After three weeks of infighting, Mr 
Sanchez Asiain announced that he 
would resign once the succession 
question was settled. Some of the 
Vizcayans refused to believe him. 
Sceptics claim he is playing politics. 
The dispute rumbles on. 


B6 


One, big happy house 


The marriage between Bancos Bilbao 
and Vizcaya looked a stormy one even at the 
altar. When the two banks agreed to merge, 
Banco de Bilbao was on the rebound. After 
Mr Sanchez Asiain's approaches to Banco 
Espanol de Credito were rebuffed at the end 
of 1987, he had to find another partner fast, 
in order to avoid his shareholders' wrath. So 
the shotgun wedding with Banco de Vizcaya 
was born out of desperation rather than 
foresight. 

The strategic fit between the two orga- 
nisations is hard to find. Essentially, the 
banks were too alike to complement one an- 
other. One soccer-fan among Spanish bank- 








ers called them the Liverpool and Everton of 
Spanish finance—so good that there shou"? 
always be two of them. 

Both had excellent management teams, 
impressive retail networks and advanced 
computer systems. Vizcaya was somewhat 
leaner and hungrier than its Basque coun- 
terpart, but without their nameplates it 
would have been difficult to tell the two 
apart. 

It was always going to be a struggle to 
weld the two banks into a truly European 
institution. The struggle was made worse by 
dithering and compromise. Following the 
advice of a management consultant, BBV de- 
cided to structure its departments on what 
might be called a layer-cake approach. A 
manager who used to work for Bilbao would 
have a deputy from Vizcaya, who in turn 
would have an assistant from Bilbao, who 
would supervise someone from Viz- 
caya. This was supposed to integrate 
employees from both banks. In prac- 
tice, rather than communicate with 
their line manager, staff spent nx 
time moaning to the boss’s boss w 
came from the same bank as 
themselves. 

In spite of this backbiting, BBV 
still managed to turn in a respectable 
Ptas 65.5 billion ($590m) pre-tax 
profit in the first half of 1989, Ana- 
lysts think that the bank’s perfor- 
mance in the second half of 1989 will 
have been less good, and that 1990 
will be much tougher. The govern- 
ment has limited Spanish banks’ an- 
nual loan growth to 10%, to squeeze 
inflation. With income under pres- 
sure, BBV will need to cut costs further 
to keep its profits up, and that could 
lead to still more internal battles. The 
bank's senior managers, many of 
whom come from the ]Jesuit-run 
Deusto University in Bilbao, may 
need some divine inspiration. 
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4 Thorton: . 
Like a cat among pigeons 


In 1989, Thornton's entrepreneurial flair backed by the power and prestige of Dresdner has proved to be a winning, profit-making 
combination. Funds under management have grown substantially during the year with continuing high performance from our existing funds. 
This year, we launched innovative, new products like the Thornton Asian Emerging Markets Investment Trust, at the time the largest trust ever 
launched in the UK. 

Our renowned expertise in Asian markets continues unabated. But Thornton is no longer just a specialist Far Eastern fund 
management company. We've grown through our network of offices in Europe and Asia and developed 





into a premier international money manager offering a broad range of unit trusts, mutual funds "— 
investment trusts and discretionary management services for institutions. ZA 
Our historic strengths have not altered, but with Dresdner Bank as our parent ih 


company, we will be able to meet the challenges of today's complex investment 
world with far greater resources. 


; 7 | A" 
To better understand our investment philosophy, please call one ^ d d THORNTON 


of aur offices for our acclaimed Topic Papers and Case Studies. 


^ MEMBER OF THE DRESDNER BANK GROUP 





NOW HO CHI MINE 
ASIAS TOI 





THE SAIGON 
FLOATING HOTEL 


H O CHI M IN H SPH iy e: 
FROM THE PARKROYA COLLECTION 


QUAYSIDE AT HERO SQUARE 





CITY HAS 
HOTELS. 


With the facilities 
& luxury business travellers 
are accustomed to throughout 
Asia, the deluxe Saigon 
Floating Hotel is quayside 
at Hero Square, right in 
the heart 


of the city. 


of any hotel in the city, 
operating 15 hours every day 
with secretarial services, 
interpreters, international 
telephone, fax & telex and 
use of personal computers. 
Meetings for up to 200 
people can be staged, with 


ONE OF 





own hotel training school, 
the level of service is assured. 


They are directed by General 





The city’s a full range of audio visual Manager Patrick Imbardelli 

new business equipment. of Southern Pacific Hotel 

and social Guest facilities include Corporation, the South 

centre, the two inter- Pacific's leading hotel 
hotel is surely destined to national group which operates 
become one of Asia's top standard over 40 hotels in 
hotels. restaurants Australia, New Zealand, 

It offers 200 fully TE ; the South Pacific, 





appointed deluxe air condi- Oriental Court and The 


Malaysia and Thailand. 


tioned rooms, which even Verandah... the Down Under Reservations may be 





include satellite TV and hotel discotheque, two bars, 24-hour made direct with the hotel, 
purified drinhing water. room service, saunas & gym. your airline, 

There is And from early Delton 
the most 1990, a swimming Reservations 
comprehensive pool & tennis court. in Asia, or 
Business & As the staff through your 
Meeting Centre are graduates of our travel agent. 


THE SAIGON FLOATING HOTEL: QUAYSIDE AT HERO SQUARE. 1A ME LINH SQUARE, HO CHI MINH CITY, VIETNAM. 
TEL: 84890783 FAX: 84.890784 TELEX: VT812614 HOTL. MAIL: PO. BOX 752, HO CHI MINH CITY. 





The Parkroyal Collection features fine hotels... In Australia: Sydney (3) * Manly + Parramatta * Melbourne * Adelaide 
+ Canberra * Perth * Brisbane * Gold Coast * Cairns. In New Zealand: Auckland + Christchurch * Wellington * Queenstown. 
In the South Pacific: Tahiti * Moorea. Malaysia: Kuala Lumpur * Penang (opens 1990). Vietnam: Ho Chi Minh City. 





JA VE BAD» E 


The Aft ABB is the world's leading electrical engineering company. 


You can find us in 140 countries. We are known for being 
truly multidomestic. 
^ We have a well-established presence in almost every 

of being local industrialized country, based on long-standing 
business partnerships with customers in power generation, 
transmission and distribution, industrial automation, trans- 

| d : d portation systems, environmental control, and other 

V V Of V V 1 © e related fields. In addition to nationwide sales and service 

organizations, we have manufacturing facilities in 30 countries. 

Although our roots are European, our 180,000 employees 
are spread worldwide. There are over 50,000 of them serving 
customers in the Middle East, Africa, Asia and Latin America. 
Where they are at home, we are at home. 

We play an important part in the development of industry 
and local infrastructure. That means much more than winning 
contracts. It means being there and knowing a country well. It 
means investing locally and becoming a part of the community. 

If your interests are international, you will find ABB prod- 
ucts and services wherever you do business. And you can be con- 
fident that ABB has what it takes to stay ahead in industries that 
compete on global terms. 

If your interests are local, then we are right there with you — 
as insiders. 


At ABB, we are local worldwide. And proud of it. 





ASEA BROWN BOVERI 











The One hotel group 


whose name is synonymous 


throughout the East with 


traditional standards of elegance, 


style and grace, now has a sparkling 
string of properties that stretches 


through the Pacific to the Atlantic. 


The Peninsula, Hong Kong 

The Kowloon Hotel, Hong Kong 

The Manila Peninsula, Manila 

The Portman Shanghai, Shanghai 

(opening early 1990) 

The Peninsula, New York 

The Peninsula, Beverly Hills (opening 1991) 
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Lombard 
the British Bank 


with a history of 
making money 
grow 





When you open a deposit account with Lombard you know 
you are entrusting your money with a major UK Group with 
a history of business in the world of finance spanning more 
than 125 years. 


And we are one of the largest banking subsidiaries in the 
National Westminster Bank Group, itself one of the biggest 
banking groups in the world. 


Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


As an added benefit for non residents of the UK all interest 
is paid without deduction of tax at source. 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


To know more about 
the benefits of 
saving with Lombard 
and making 
your money 
grow, please 
complete and 
return the 
coupon or 
'phone 
Stephen 
Carter on 
0737 776861. 








GO 


The location of our West End Deposit Office, 
38a Curzon Street, London W1 


To: Stephen Carter, 

Lombard North Central PLC, 
| Banking Services Department 635, 

38a Curzon Street, London W1A 1EU. 18A 


Please send me, without obligation, a copy of your deposit account 
brochure and current interest rates. (PLEASE WRITE IN CAPITAL LETTERS.) 


NAME (Mr/Mrs/Miss) 
ADDRESS 





Registered in England 
o. 337004 


[ J z | WN 
| | Registered Office, 
m ar |, Lombard House, 
| | 3 Princess Way, Redhill, 
: | Surrey RH1 INP, England | 


A The Complete Finance Service | 4 monbel ol ie Halfonet 


Deposit Accounts benc wer n vA 


| exceed £4,800,000,000. 
—_ a | 
















| IL of our i i “managers are 
- & banking c e's stockmarkets 
enjoying a per year. All, including 
such confirmed: Japanophiles as. ber 
and Capital House, are “overweight” i 
European equities. Each of them holds 
more than the weighting suggested. by 
~ Morgan Stanley Capital International's 
(sci) World Index. The index weights 
ln stockmarkets by their share of world 
stockmarket capitalisation. 
Global Asset Management (cam) is 
most bullish on Europe; its weighting for 
the region is almost double the 24% rec- 
nmended by the Msci. Over the past 
se months GAM has become keener on 
both Switzerland and Italy. At the end of 
September, when the last portfolio poll 














i -half the weightings it now does. Since 
. The perfect portfolio? 
‘© Contributors : 


UBS Phillips & Drew-—UBS's London broking arm 


: will ll be a year 


appeared, it gave these countries less than 


m rtfolio pens ele the market in 1989. 
or Europe 





then both stockmarkets have drifted 


downwards (though they have recovered 
slightly since the turn of the year). Swit- 
zerland. and Italy export proportionately 
more to West Germany than either 
France or Britain, so their stockmarkets 
appear to be a cheap way of buying West 


Germany’s healthy economic prospects. 
Although GAM is also heavily overweight: 
in West German shares, the stockmarket’ 


stands at an all-time high and may not 
move up as sharply as its European satel- 
lites. . 
— The switch into Europe has been at 
Asia's expense. GAM has cut its interest in 
Asian markets from 3796 of its portfolio 





. Neutral weighting—from Morgan Stanley Capital International World Index 


‘Global Asset Management—international investment manager 
Capital House—Royal Bank of Scotland's investment-management arm 


Brothers and Scudder Stevens & C 


has at least the same amount in 


Looking back 





and Capital Hase ive] increased 
holdings of Japanese shares. Part of th 
reason for Asia’s eclipse is the prospect o 
slower economic growth in America 
will hurt countries, such as Singapore a; 
Hongkong, which sell a lot there. But fev 
of the investment managers are betting ón 
an American recession. None has slashed 
its holdings of American shares, though 
only one is overweight in America. |. 
Overall, our investment managers 
agi less optimistic about equities t 
they were in September. Deutsche B 
for example, has increased its holc 
bonds by 50%; and everyone, wit 
ception of the two Americaris Br 







































before. 












A year ago, when this portfolio p p 
conducted by Financial Report 
ter then. published by The Eco 
of the same institutions took part. | 
general gloom about stockmarket: 
pects for 1989, our investment manage 
were optimistic. This meant that th 
caught the January surge in the world 
stockmarkets. 

For the year as a whole our panellists 
did rather well, at least in theory. Assu 
ing that they held the portfolio they su 
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DB Capital Management International — Deutsche Bank subsidiary 
Scudder Stevens & Clark-—New York investment counsellors 
Daiwa Europe—Japanese investment bank . 


Brown Brothers Harriman—Wall Street private bankers 
 Wardley Investment. Services—Hongkong and Shanghai Bank's fund-management arm 





gested at the beginning of 1989 for 
whole of the year (which they did not), 
of them would have beaten the Msct i 
dex. This rose by 1596 in dollar terms. 1 






relatively weak 
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. sive since none of them had big holdi: 
-> in Singaporean shares, which were 


performance—eve 
American Treasury bonds did better, t 
turning 2096 in interest payments. and 
capital gains—is due to the hef 
weighting Japan has in the index. Japan 
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FINANCE Hanku 
Sorting out Mexico’s bank debt 


At last? 


FTER almost a year of trving, Mexico is 
on the brink of closing its deal to cou- 
ple debt reduction with new loans. The last 
two pieces of its complicated agreement are 
almost in place. That is che good news. The 
bad news is that Mexico's struggle bodes ill 
for the debtors next in line for treatment. 
The first of the two elements that 
should complete Mexico's deal is an addi- 
tional contribution from the debtor itself. 
Despite its slender reserves, now hovering 
around $6 billion, Mexico has agreed to 
stump up an extra $100m. The second ele- 
ment is a cunning way of making the money 
already contributed by the iur, World Bank, 
Japan and Mexico go further. Originally the 
banks said there had to be enough cash im- 
mediately available to pay 18 months' worth 
of interest. Now they are saying that they 
will be happy if it is there in 18 months' 
time. This means that the deal needs only 
around 8796 of the full amount: interest 
earned in the meantime will bridge the gap. 
The money is needed to buy American 
Treasury zero-coupon bonds to back Mexi- 
co's repayments. Thus reassured, the banks 
have agreed to swap loans for two other 
sorts of bonds. The first carries lower inter- 
est payments on the face value of the banks' 
debt; the second cuts the value of the debt 
by 3596 yet pays a market rate of interest. 
The total shortfall in the deal, before 
the Mexican contribution and the retiming 
wheeze, was around $300m. It happened be- 
cause the deal's designers misjudged the 
banks' preferences. They reckoned that 
banks owning at least 2096 of Mexico's debt 


would choose the new-money option. In the 





The debt deal might not be one 
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event institutions accounting for only 1096 
of Mexico's $48 billion bank debt chose it. 
The designers also thought, wrongly, that 
most banks would prefer to cut the face 
value of loans rather than interest income. 
So, Mexico needed more bonds than the $7 
billion assigned for the purpose. 

There will be no more official money go- 
ing into the deal either from the multilateral 
institutions or the American Treasury. The 
latter has already helped in a more subtle 
way.lt is selling zero-coupon bonds to Mex- 
ico that will, in 30 years’ time, mature to be 
worth $35 billion. Ordinarily, the Treasury 
does not issue zero-coupon bonds itself (ze- 
roes are created by investment banks dis- 
membering traditional Treasury bonds). As 
a result, the Treasury lacked a clear bench- 
mark for pricing the bonds it will sell to 
Mexico. It chose a lower price than it might 
have. 

Zero-coupon bonds yield around a quar- 
ter of a percentage point less than normal 
Treasury bonds (ie, they cost more to buy) 
because of their scarcity value. The Treasury 
offered Mexico zeroes at a yield that is only 
an eighth of a point less than that on con- 
ventional Treasury bonds. It could have 
asked another eighth from the Mexicans— 
as it did when it sold them zero-coupon 
bonds backing the earlier effort at debt re- 
duction in 1988. The new rate is the same as 
that at which America's Resolution Trust 
Corporation, the government agency which 
will sort out bust thrifts, got its zeroes. 

The next round of debt deals may be 
even trickier than Mexico's. Venezuela has 
a dotty plan, inspired by the IMF, for banks 





to increase their lending to the country be- 
fore any of their loans become eligible for 
"enhancements" and debt reduction. Bra- 
zil's new president, Mr Fernando Collor de 
Mello, has suggested that the country no 
longer handles its debt restructuring cen- 
trally. Instead, each borrower would have to 
negotiate separately with its creditors. Some 
hope. 





Currencies 


Marked up 


F THE past two weeks are anything to go 

by, 1990 will be a lively year for curren- 
cies. On January 5th the European Mone- 
tary System (EMS) had a mini-realignment af- 
ter being frozen for three years. Meanwhile, 
the dollar plunged to around DM1.67— 
17% down on September 1989. This tir 
however, the move reflects D-mark streng 
rather than dollar weakness. The D-mark 
has climbed almost as much against the yen 
as the dollar; money has flooded into West 
Germany, betting that it stands to gain most 
from the opening up of Eastern Europe. 

The D-mark has also been buoyed by 
the Bundesbank's tight monetary policy. 
With the economy already growing rapidly, 
the central bank is worried that the extra 
boost to demand from this year's DM25 bil- 
lion-worth of income-tax cuts and the influx 
of East European refugees could easily spill 
over into higher inflation. Wage negotia- 
tions are particularly worrying. 1G Metall, 
West Germany's biggest trade union, is de- 
manding a 996 pay rise and a cut in the 
working week to 35 hours. This would boost 
labour costs by 1296 and set the pace for 
wage rises in the rest of the economy. 

Three-month  Euro-D-mark interest 
rates have risen by two percentage points 
since March 1989, while Eurodollar rat 
have fallen by that amount as the Feder... 
Reserve has eased policy. As a result, dollar 
interest rates are lower than D-mark rates 
for the first time since 1976. Shorn of its in- 
terest premium, the dollar looks vulnerable. 
Yet the Bundesbank has not been content 
to leave it to the markets. It took other cen- 
tral banks by surprise and intervened 
heavily on January 4th to push the dollar be- 
low DMI.70. This was supposedly the lower 
limit agreed in the Louvre accord of Febru- 
ary 1987, but while America's economy is 
slowing and inflation remains subdued, 
America seems fairly relaxed about the dol- 
lar's fall. 

The Bundesbank has for many months 
been calling for a revaluation of the D-mark 
within the EMs. France, in particular, has re- 
sisted a devaluation of the franc. Its franc 
fort policy has helped virtually to eliminate 
the inflation differential between France 
and West Germany, and it has no intention 
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of giving up now. 
— A So on January 5th it was the lira alone 

which was devalued against the D-mark. In 
. fact, it was more an adjustment than a true 
— devaluation. The lira had been well inside 
the 6% band within which it was allowed to 
. fluctuate against other member currencies, 

but the band has now been reduced to 
24%, leaving only the peseta with a wider 
. band. To do this, the lira’s central rate 
against the D-mark was devalued by 3.796, 
— but its lower limit remains the same; the li- 
. rà's market rate actually strengthened. 

The Italian government claimed this 
was a step towards Europe's economic and 
monetary union. The narrower band will 
certainly make the government's task of re- 
ducing inflation and controlling its finances 
more urgent. Mr Guido Carli, Italy's trea- 
_ Sury minister, hopes that this will help to 
concentrate political minds on budget cuts. 
Last year the budget deficit was 11% of cpp, 
and accounted for two-thirds of all govern- 
ment borrowing within the Ec. The real test 
will come when exchange controls are lifted, 
which must happen by July Ist. Thrifty Ital- 
ian households will then have new alterna- 
tives to investing in government bonds, 
making the deficit harder to finance. 

The lira's adjustment has done little to 
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1 ise of the European currency unit 


RQ USINESSMEN have been much slower 
AJ to exploit the European currency unit 
(ecu) than financiers. The ecu, created ten 
years ago, is now the fifth most common cur- 
rency for Eurobonds, behind the dollar, the 
D-mark, the pound and the yen. Ecu finan- 
cial products on offer range from treasury 

Jills to options and futures contracts, from 
zero-coupon bonds to syndicated loans, 
from bank loans to swaps. By contrast, the 
amount of European trade denominated in 
ecus is tiny—2% of the total in 1989. The 
signs are that this is changing. 

. A new survey by the ecu-friendly San 
Paolo bank of Turin looks at 230 middling- 
to-big companies from seven European 
countries. Around 3096 of them had used 
ecus for invoicing or financing trade, and 
15% did so regularly. In 1985 a similar sur- 
vey showed only 996 of European firms had 
aver used ecus. Most said the main benefit of 
using ecu was that it simplified exchange 
and treasury management and was a cheap 
way of hedging against exchange-rate risk. 
A, ound 5096 of the companies said they 
were likely to use the ecu in the future. 

.. Tioxide, an unlisted British paint-pig- 
ment maker, uses the ecu for trade within its 
(C subsidiaries and to bill importers in 
Greece. It claims this cuts conversion costs, 


for internal trade each subsidiary is 
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Invoice us in ecu, if you please 








































relieve the strains within the EMs. As the D- 
mark has soared against the dollar, several 
other European currencies have been 
pushed close to their lower intervention lim- 
its. France had to increase its interest rates. 
A second pressure point is West Germany's 
widening trade surplus with its fellow EC 


only dealing with two 
currencies, its own and 
the ecu, and not the whole 
array of European curren- 
cies. Most of the ecu payments 
between the subsidiaries net out, 
so there is no need for a large flow of 
payments between the companies (net flows 
of payments have been reduced by 8096 
since the system was introduced). 

long as companies or subsidiaries 
agree on one trading currency, conversion 
costs could be reduced in this way. They 
could agree to trade in the dollar, the D- 
mark or yen, or for intraccompany trade in 
an invented currency. Interflora, for exam- 
ple, an international say-it-with-flowers 
company, has an internal currency, the 
fleurin (based on the Swiss franc and made 
up of 100 petals). 

For EC companies the ecu has a distinct 
advantage over the other currencies. The 
ecu is a weighted average of all the European 
currencies, and as a result each member cur- 
rency is less likely to deviate against the ecu 
than against each other. So firms do not 
have to worry as much about pound-ecu 
movements as they do, say, about pound-D- 
mark phytase or pound-dollar move- 
ments. If a European importer or exporter 
decides to share the risk of exchange-rate 
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members, which reached about DM100 bil- 
lion in 1989. Some economists think this 
justifies a big appreciation of the D-mark 
within the ems. Yet estimates of purchasing- 
power parities suggest that the D-mark is al- 
ready slightly overvalued in terms of relative 
prices, and a further rise would do little to 
trim countries’ trade deficits. It would just 
give them higher inflation. 

There may still be a case for a realign- 
ment. The opening-up of Eastern Europe is 
expected to affect West Germany in a simi- 
lar way to the impact of North Sea oil on 
Britain. It is likely to give a sustained boost 
to exports, so the D-mark should perhaps be 
allowed to rise. For the moment, however, 
France is not changing its mind. 

The spurt in the D-mark has distracted 
attention from the yen, which remains weak 
despite an increase in its short-term interest 
rates relative to those in America over the 
past year. The Bank of Japan raised its dis- 
count rate by half a point on Christmas d: 
and it has also been intervening to sell d 
lars. To no avail. The yen is 1396 lower 
against the dollar than a year ago. This 
partly reflects worries about Japan's election 
in February. So long as there are not too 
many share scandals and the Liberal Demo- 


crats win, the yen could bounce back. 


changes (as they do when they 
select a neutral currency for 
trade, such as the dollar), 
they would thus do best to 
choose the relatively stable 
ecu. Unlike invented cur- 
rencies, which - hypotheti- 
cally might be more stable 
for particular firms, there is a 
mature ecu financial market, 
and so ecu exchange risk can be 
easily managed. 

There are start-up costs in dealing with a. 
new currency such as the ecu. So firms w 
switch to the ecu only if this will improve the 
price they get from the customer, or if 
enough suppliers or customers accept ecus 
so that the benefits of concentration of 
trade in one currency outweigh the extra 
costs of dealing in a new currency. In the 
San Paolo survey the drawback most often 
mentioned in using the ecu was the difficulty 
in making the ecu acceptable to a trading 
partner. In a survey by the Confederation of 
British Industry, 45% of the British busi- 
nessmen polled said that if their suppliers in- 
voiced in ecus, they would use it more. 

This is easier to do when a firm can 
mandate its subsidiaries to accept ecus. 
From January Ist Alcatel, a French telecom- 
munications company, began settling all in- 
tracompany transactions in ecus. Saint- 
Gobain, a French glass-maker, also uses the 
ecu for internal accounting. Philips, a Dutch 
electronics multinational, just com- 


pleted a study of the ecu, and is likely to | 
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switch to it for trade within the company in 
the near future. 

But the ecu is not just used for intra- 
company trade. The international airline 
cartel, IATA, now lets airlines settle with 
each other in ecus, as well as in dollars and 
sterling. Iberia, Air France, Lufthansa and 
KLM are all likely to switch from the dollar to 
the ecu when the accounting procedures are 
in place. Many joint ventures between West 
and East European firms are denominated 
in ecus. Italy's Fiat has just invested 1.2 bil- 
lion ecus ($1.4 billion) in a car factory in the 
Soviet Union, which will operate in an ecu 
enclave—all purchases and exports will be 





More American thrift scandals 


Hi, ho, Silverado 


NEW YORK 





Ain't nothin' but lawlessness in this state 


ANY were surprised last month when 
President Bush was introduced at a 
Republican fund-raising lunch in Denver by 
Mr Larry Mizel, chairman of Mpc Holdings, 
a troubled Colorado property-development 
and homebuilding company. No wonder. 
Mr Mizel's company is at the centre of a fed- 
eral investigation of a Colorado savings and 
loan (thrift) called Silverado, which did 
business with MDC and which was closed by 
regulators in late 1988 at a cost of more than 
$1 billion. 

Closer to home for Mr Bush, his son Mr 
Neil Bush, a Denver-based cilman, was a 
member of the board of Silverado from 
1985 to 1988. Mr Neil Bush resigned from 
the board in August 1988, shortly after the 
ailing Silverado owned up to a $200m loss 
and shortly before his father was nominated 
as the Republican party's presidential candi- 
date. 

Silverado is now being investigated by 
both the FBI and the Securities and Ex- 
change Commission (sEC) as part of an ex- 
panding official probe into the thrift saga. 
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denominated in ecus. The Australian wheat 
board denominates wheat contracts in the 
ecu. Even South American countries are ac- 
cepting trade in ecus, to reduce their expo- 
sure to the dollar. 

Governments could boost the ecu by 
collecting a proportion of taxes in the cur- 
rency. The trouble is that the issuance of pri- 
vate ecus is not regulated by governments, 
and so expansion of the ecu means that Eu- 
ropean central banks will lose some control 
of monetary policy. Central bankers view 
this with alarm, so they at least are unlikely 
to encourage the development of the cur- 
rency in its present form. 
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Mr Henry Gonzalez, chairman of the House 
of Representatives' banking committee, also 
says he will hold hearings on Silverado as 
soon as possible after Congress reconvenes 
on January 23rd. In late 1989 Mr Gonzalez 
held six weeks of highly publicised hearings 
into another thrift, Lincoln Savings and 
Loan of California, which did many deals 
with Silverado. Lincoln's chairman, Mr 
Charles Keating, is already the subject of FBI 
and SEC criminal investigations, as well as of 
a $1 billion civil racketeering suit launched 
by a new government body, the Resolution 
Trust Corporation. 

Explaining his strategy, Mr Gonzalez 
says that "Lincoln was selected first as the 
prototype of the thrift crisis. Its tentacles 
reach into half a dozen other thrifts, includ- 
ing Silverado. It is my intention now to look 
into Silverado. ’’ What interests the FBI, the 
SEC and Mr Gonzalez is growing evidence of 
a labyrinth of incestuous dealings between 
Lincoln, Silverado, MDC and a handful of 
other thrifts including Miami-based 
CenTrust and Houston-based San Jacinto 





Savings (owned by the now bankrupt 
Southmark). 

These institutions also had an invest- 
ment banker in common: Mr Michael 
Milken, the junk-bond supremo formerly of 
Drexel Burnham Lambert. Mr Gonzalez 
says he wants to “subpoena certain individ- 
uals surrounding Lincoln, including 
Milken”. 

The pattern was for Mr Milken to raise 
junk-bond financing for these clients. In re- 
turn they bought other junk bonds issued by 
Drexel. In 1983 Drexel raised about $180m 
for Lincoln's parent, American Continen- 
tal. Subsequently Lincoln accumulated an 
$800m junk-bond portfolio, much of it 
bought through Drexel. Likewise, in 1983- 
86 Drexel sold about $700m-worth of MDC 
junk bonds. In return MDC bought other 
junk with part of the proceeds. MDC junk 
now sells for 24 cents on the dollar and 
yields a heady 5596. Mr Milken also raised 
lots of junk bonds for Southmark, wl 
bought San Jacinto in 1983 and used .... 
thrift to finance many of its deals. 

CenTrust was the biggest buyer of junk 
bonds. It amassed a junk-bond portfolio to- 
talling $1.35 billion, most of it bought 
through Drexel. This now poses a problem 
for the struggling Florida thrift, which has 
had a negative tangible net worth since 
1986. As a result of last year's thrift bail-out 
law, junk bonds owned by thrifts had to be 
marked down to market prices by January 1 
1990 and disposed of altogether by 1994. 
CenTrust has not yet announced its year- 
end results. 

In December Florida's banking comp- 
troller issued an administrative complaint 
ordering Mr David Paul, CenTrust's chair- 
man, to step down, though he has yet to do 
so. Mr Paul is under fire for various unor- 
thodox  practices—including ^ spending 
$30m of the thrift's money on an art collec- 
tion, most of which hung in his own home 
and which he has now had to sell at th 
sistence of regulators. 

As the investigations proceed, regula- 
tors increasingly suspect that such institu- 
tions were engaged in a self-financing chain 
where land and loans were flipped back and 
forth in deal after deal to create an illusion 
of rising profits, while Drexel was able to 
maintain its lucrative domination of the 
junk-bond market. In this sense the two big- 
gest scandals of American finance in the 
1980s, insider trading and the thrifts, will 
become linked in the public mind. They will 
be personified by Mr Milken, who already 
faces criminal trial on securities charges. 

Silverado and MDC boomed and went 
bust together. Between 1984 and the end of 
1987 Silverado's assets jumped from $384m 
to $2.4 billion, while MDC's annual revenues 
grew from $262m to $800m. Silverado is 
now no longer; MDC's shares sell for $1.37. 
The peak, in 1986, was $22.50. 
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The slow march of technology 


The money paid for ‘‘technol Y transfer” to the third world buys bad 


ideas as well as good. The Wor 


Bank thinks that half of its projects in 


Africa failed. What might be better bets in the 1990s? 


TART in the farmyard, with milk, and 

the example of Pakistan. It has about 
_.2 times as much pasture as Wisconsin, 
America's most productive dairy state, and 
has 142 times as many dairy cows. But it pro- 
duces only a quarter as much milk. Paki- 
stan's cows are only 1596 as efficient as Wis- 
consin's, so Pakistan has to spend some 
$30m importing (mostly dried) milk each 
year. A report by Pakistan's ministry of in- 
dustries admits that urban demand for milk 
will have to be met by extra imports. 

To make more milk a farmer can get 
more cows and—better—increase the pro- 
ductivity of each one. Israel shows how this 
can be done. Its Friesians and Holsteins 
yield 35% more milk than even their Ameri- 
can relatives. Such success comes from the 
clever use of artificial insemination and em- 
bryo transfer (ET). 

Artificial insemination has been around 
for 40 years. Because it uses superior males, 
it has proved to be a successful tool for the 
genetic improvement of livestock. The use 
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of ET is more recent, especially in poor coun- 
tries. Its attraction is that it can exploit the 
genetic potential of the female as well as the 
male. 

Normally a cow produces one egg at 
each period of oestrus. With Er, hormones 
induce a genetically superior female to pro- 
duce about 20 eggs at once. Each is then fer- 
tilised inside her with the semen of an elite 
bull. After six days the fertilised eggs are re- 
moved and implanted in surrogate cows 
whose reproductive cycle has been 
synchronised with the elite female. ET thus 
quickly increases a herd's population as well 
as its genetic strength. 

Since it is possible to freeze cattle em- 
bryos in liquid nitrogen for long periods, 
many developing countries can benefit from 
the exchange of genetic material. Dr Ishrat 
Usmani of the International Foundation for 
the Promotion of New and Emerging Sci- 
ences and Technologies (NEsT) in London 
has been trying to introduce ET into Paki- 
stan for a few years. Success was slow at first, 


because few established dairy organisations 
had managers with the understanding to ap- 
ply it. Now a private dairy in Kotri and a 
dairy on a military farm in Rawalpindi use 
the technique. NEST hopes to apply it to buf- 
falo too; Pakistan already gets three times as 
much milk from these beasts as from cows. 
Western dairy science has mostly ignored 
the buffalo, since westerners do not drink its 
milk, so the scope for improving buffalo 


stocks is good. 


Pumps and polymers 

No development scheme can work without 
water. In many arid lands the nearest drink 
is not—as it appears to be—several 
kilometres away, but only a few dozen me- 
tres underground. Yet it is inaccessible. The 
way around that is to pump it out. The Nor- 
wegian Agency for International Develop- 
ment (NORAD) has spent millions of dollars 
to introduce fishing, road construction and 
irrigated agriculture to Turkana, a backward 
region of Kenya. Irrigation schemes use ca- 
nals and sluice-gates to store and distribute 
the seasonal flow from nearby rivers. Where 
once there was only substistence farming 
along riverbanks there are now valleys full of 
settled, productive holdings. 

Deep wells provide water all year round. 
When possible, electric motors pump it up; 
otherwise people do the work. Solar- 
powered pumps are also being developed, to 
take advantage of abundant sunlight. They 
can draw two-three litres more water per sec- 
ond than an efficient manual pump. NORAD 
hopes to supply all of Turkana with clean 
water by 2008. Ironically, plentiful supplies 
of water will make that hard. As more peo- 
ple use water, there is more water to throw 
away. Dumping it on the ground is no 
good—it may seep away, but it can then 
contaminate the sources of clean water that 
people so badly need. 

Irrigation does not always have to divert 
water from thirsty people. Better that the 
soil should retain water from what little rain 
there is than to let it seep away or evaporate. 
This can be done by applying synthetic poly- 
mers to the soil. These polymers are chains 
of molecules in a honeycomb structure; they 
expand 200-fold to absorb and hold water, 
like little sponges. Super-absorbent poly- 
mers have been around since the 1960s, but 
only became workable in the past five years. 
Several studies attest to their success. 
Greenhouse soil with 0.5% polymers dou- 
bled the time lettuce survived before wilting 
(to ten days) and increased the number of 
fresh shoots by 660%. Field trials in Egypt 
showed that growing sunflowers in soil with 
only 0.2% polymers needed only half the 
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normal amount of watering: 3.7m litres of 
water less per hectare. lt also yielded 
superplants that were twice the normal 
height and had twice as many leaves. Each 
leaf was three times the normal size. The 
polymers also help the soil to breathe and 
take up nutrients. 

Many rich countries use polymers in ag- 
riculture, for cereal and root crops, trees and 
landscape gardening. Most of the polymers 
are made in Britain, France and America. 
Dr Johnson thinks that poor countries 
would do better to make them themselves 
than to rely on imports. Much of the chem- 
istry for making soil polymers is widely 
known, and not patented. 

According to Dr Michael Johnson at the 
University of Liverpool, the polymers are 
best seen as safeguards against drought. 
They are no panacea and should 
not be considered for a poor coun- 
try until improved crops, greater 
use of fertilisers and mechanisa- 
tion have been tried first. 

Another home-grown re- 
source is rubbish. Half of the 
world's people rely on wood for 
cooking, light and heat. Instead of 
increasingly scarce wood, crop res- 
idues—biofuel—could be used to 
keep the fires burning under the 
pots and pans of rural families. 
Some is used already, but not effi- 
ciently. Cooking a meal takes time 
and most rubbish burns too 
quickly. The remedy is simple: 
compress it into briquets. Denser 
stuff burns slowly and evenly, and 
leaves little ash. 

There is no shortage of har- 
vest residues. A third of the rice 
harvest consists of inedible husks; 
about a third of sugar-cane har- 
vests is bagasse—what remains after vou 
squeeze out the juice; for every tonne of cot- 
ton lint harvested there are between two 
and six tonnes of stalks left over. Not just 
any old agricultural rubbish will do. Wheat 
and rice straw and maize stalks are better 
saved for feeding animals. Other things, 
such as banana stems and stalks, are too 
moist and quickly rot. Nevertheless, the rub- 
bish that is left adds up to plenty of potential 
fuel. Pakistan's discarded biofuel is equiva- 
lent to 54m barrels of oil a year, worth 
$970m, or nearly two-thirds of its 1988 ex- 
ternal current-account deficit. NEST is try- 
ing—unsuccessfully so far—to find compa- 
nies in Pakistan to invest in the mobile 
compacters to make briquets of biofuel. 


A small oil crisis 


The production and consumption of oil- 
seeds and their products are rising in most 
places. This should be good news for poor 
countries, since many of them cultivate oil- 


seeds and edible nuts. But the good news has 


not yet arrived. Exports are confined to the 
100 





big producers— palm oil from Malaysia, co- 
conut oil from the Philippines, soyabean oil 
from Brazil and Argentina. Other poor 
countries depend on imports. 

Most of the oilseed-processing plants in 
poor countries are large ones in urban areas. 
Remoter places often cannot get vegetable 
oil and animal feed, even though they 
planted the oilseeds in the first place. So the 
British government's Overseas Develop- 
ment Natural Resources Institute has for 
some years been developing small projects to 
help farmers process their own harvests. Oil- 
seeds present other challenges too. Rape- 
seed and mustard seed are two of the main 
sources of edible oil in the Indian subconti- 
nent. Unfortunately they contain two harm- 
ful compounds—erucic acid, which is re- 
sponsible for the oil's bitter taste, and some 
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Try cooking with rubbish 


enzymes called glucosinolates. With the help 
of Dr Martin Dietz, a food scientist at the 
University of Reading, the institute is inves- 
tigating three ways of removing the bad sub- 
stances. Field trials in Nepal will be carried 
out soon. 


Lightbulbs and ideas 


Popular wisdom has it that rural electrifica- 
tion increases agricultural production, raises 
rural incomes and stops people moving away 
to the cities. One study found that 9896 of 
small businessmen in Bangladesh believed 
that having a few light bulbs and fans 
around their stores had increased profits. 
Others dispute this—roads and proximity 
to markets and cities may be responsible. 
Studies in Bolivia, Costa Rica, Ecuador and 
the Philippines concluded that providing 
electricity was neither a catalyst nor a pre- 
condition for economic improvement. And 
in one part of India, only 1696 of electrified 
villages had any plugged-in customers. 

Still, there is no harm in electrification. 
One popular source of power is an exten- 


sion of the grid that lights up cities. In prin- 
ciple, national grid supplies are reliable and 
cheap; in fact they are often overloaded and 
break down. Even if they run well, the 
power lines, pylons and poles to extend 
them can be expensive. Kenya's national 
utility found that costs in sparsely populated 
areas were seven times higher than in areas 
three times as dense. 

The best supply for remote areas seems 
to be local generators that are not connected 
to a grid. Diesel motors are flexible and eco- 
nomic, if they are well maintained. Unfortu- 
nately they also pollute. Better to convert 
energy from otherwise wasted sources, like 
falling water. Intermediate Technology, a 
development agency based in Rugby, Eng- 
land, finds that "micro hydro" technology 
works well in hilly areas. Working with the 
Agricultural Development Bank 
of Nepal, it has installed some 600 
small hydro units. By day they 
turn sugar-cane crushers, s 
mills, rice hullers and the lik: 
doing in 15 minutes what it takes a 
person three days to do. At night 
they are connected to generators 
to light a few hundred homes. 

NEST's hydroelectric scheme 
works on flat ground and involves 
a submersible "hydro-flow" tur- 
bine. It acts like an upside-down 
windmill put in a river. America's 
Department of Energy had it de- 
signed during the oil shock of the 
late 1970s. Used throughout 
America, these small turbines— 
costing about $40,000 each— 
might have turned a hefty profit 
on the electricity they generated. 
But the project was shelved when 
oil prices fell. Dr Usmani had the 
idea of bringing the turbines to 
Pakistan and Bangladesh, two countries 
with little electrification and lots of flowing 
water. NEST tested the turbine's effecti 
ness last year at the Mangla Dam in P: 
stan, where it discharges water into the 
Bong Canal. In a flow of two metres per sec- 
ond it yields as much power per day as 90kg 
of coal or 67 litres of oil. In the country's 
canal system an array of these could gener- 
ate 100,000 times as much power—equiva- 
lent to 44,000 barrels of oil a day, or one- 
third of Pakistan's oil imports. 


Catalysts and wrenches 


The various agencies involved in technology 
transfer have different theories about what 
they are up to. NEST sees itself as a catalyst. 
Its job is to run feasibility studies of projects 
it believes in and then to convince govern- 
ments or companies to pay for them. At the 
moment it concentrates on Pakistan and 
Zambia. Dr Usmani believes that the key to 
success is adaptive research. Developed 
countries are a cornucopia of scientific 
knowledge. Developing countries should 
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bers of the salmonella family of micro- 
organisms cause a few upset stomachs, pe- 
riodically scare people off eggs, but not— 
usually—much more than that. In poor 
countries some 3'/2m children die each 
year of diarrhoea that is linked to salmo- 
nella. Most tests for salmonella-infected 
foods take time to complete, and may miss 
new and dangerous strains. A better test 
would be one that could reliably spot the 
genetic fingerprint of salmonella—a DNA 
probe. 

Dr Joseph Gopo of the University of 
Zimbabwe has developed one. He and his 
colleague, Dr Lilian Marovatsanga, say 
that it is faster and more sensitive than ex- 
isting ones. In Harare's shops and restau- 
rants, 5796 of sandwiches and pies proved 
positive in tests. Conventional tests spot- 
ted salmonella in just 296 of them. The 
probe also found that two-thirds of chick- 
ens that died on farms were contaminated 

with salmonella. 


| 
| 
N RICH and healthy countries mem- 
| 


Fingering salmonella 


while he was at the Institut Jacques 
Monod in Paris. First he dissected the 
genes of a salmonella bacterium. Cut of its 
400-500 pieces he found one that was spe- 
cific to all of the hundreds of types of sal- 
monella and to nothing else. This length 
of DNA is the key to Dr Gopo's probe, 
since copies of it bind only to salmonella 


genes. 

The idea of the test is simple. Food is 
dissolved together with the probe. If there 
is any salmonella in the solution, the 
probe will bind to it. Everything else is 
washed away, leaving behind a tagged 
sample. The problem is that the sample is 
too small to see. Back home in Harare, Dr 
Gopo perfected the test by labelling the 
probe with biotin, an acid found in egg 
yolks and beef liver. So when the probe 
detects salmonella, biotin goes along for 
the ride. The sample is then exposed to 
avidin, a protein found in egg whites that 
likes to gobble up biotin. The avidin is it- 
self labelled with an enzyme that imparts a 


| Dr Gopo developed his DNA probe colour to the solution as avidin eats up the 


take what they need, both in technology and 
inspiration, rather than try to copy exactly. 
eloping countries cannot compete with 
a fully equipped and staffed western univer- 
sity or research institute. So its scientists 
should pick up ideas from western labora- 
tories and adapt them at home (see box). 
The British government's institute is 
one such laboratory. lt runs a huge opera- 
tion in five dozen countries, working mainly 
with governments. With a budget last year 
of £13.7m ($21.5m) and a team of 330 scien- 
tists in 22 disciplines, it says it promotes the 
sustainable development of renewable re- 
irces in poor countries. All the right buzz- 
words. Besides starting pilot projects, it con- 
ducts applied research in pest management, 
food science and crop science—and worries 
about environmental consequences. 
Intermediate Technology treads softly 
and carries a small wrench. It forms partner- 
ships with with local entrepreneurs and 
non-governmental organisations. It believes 
that transferred technology should be effi- 
cient, but also much simpler and cheaper 
than the highly sophisticated stuff in the 
West. For example, animal power is often a 
more profitable alternative than full-scale 
mechanisation, which needs spare parts and 
continuous, knowledgeable attention. 
Adapting new technologies can have its 
problems. Often it benefits the powerful, 
leaving the poor even more disadvantaged. 
One of Intermediate Technology's main 
aims is self-sufficiency for the small work- 
man. So, since many newly trained carpen- 
ters cannot afford tools, the group shows 
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Dr Usmani prefers to encourage mass 
production. NEST believes that poor coun- 
tries should leap rather than creep into the 
next century. There are too many technol- 
ogies to adapt and these countries cannot af- 
ford to miss out on their potential benefits. 
For instance, the World Bank says there is 
plenty of good research in agricultural bio- 
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biotin. The more salmonella in the food, | 
the more biotin-labelled probes will be | 
eaten by the avidin and will turn the solu- 
tion (in this case) green. | 

It is a simple test that Dr Gopo thinks | 
he can package as a cheap and rugged kit. 
Dr Gopo claims his DNA probe can handle 
500 samples accurately in a few hours, as | 
opposed to the normal few days. But suc- | 
cess in the laboratory does not always im- | 
ply success outside it. It has taken two | 
years to find someone to think about 
manufacturing his kit commercially, de- 
spite efforts to patent and market it him- 
self. Even a Zimbabwean company 
showed surprisingly little interest. Now a 
Scottish company, Stirling Diagnostics, is 
considering marketing Dr Gopo's salmo- 
nella probe 

Some western scientists are sceptical of 
the claim that a colour-labelled test could 
be sufficiently finely tuned to give accu- | 
rate readings. Others complain that Dr | 
Gopo's probe confusingly detects levels | 
that are too low to pose a health risk. Dr | 
Gopo maintains that people, including | 
Africans, find it hard to believe it is possi- 


ble for Africans to do first-rate science. 


Panos Institute in London is a sort of clear- 
ing house for third-world information. It 
provides many of the services of a news 
agency, and publishes reports about the 
development, population and natural re- 
sources of poor countries. Its reports are 
written by indigenous non-governmental 
organisations and journalists. For the past 
six years Panos has worked with the media 


in East Africa and South Asia, and more re- 


cently in the Sahel and the Caribbean. 


Many governments concede that they _ 


are bad at finding out what their people 
think about the development projects which 
are planned for their benefit. In Bangladesh 
in 1988 Panos helped a local organisation 
investigate the building of a dam and its ef 
fects on villages. It turned out that local peo- 
ple did not want the dam because they did 
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not want their homes to be flooded. The _ 


prime minister said he was sorry he had not 
known of their feelings—and would support — 


smaller irrigation schemes in future. 


He is not the only one in the dark. Many — 1 


scientists whose research might do a lot of 





good in poor countries complain that their ' 
results are seldom noticed by the people 
with the money to transfer technology. 


Their job is to publish in scientific journals, 
not to go knocking on the doors of develop- 


ment agencies. The agencies have little sci- ` 
entific acumen, and scientists have little À 


time to be publicists. 
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Announcing a Special Briefing Seminar 








by Oxford Analytica and the International Herald Tribune, 
February 15th, 1990, The Pierre, New York. 


Europe is going through its most dramatic burst of 
change in over 40 years. Economic integration is 
transforming the face of Western Europe even as 
political revolution breaks down old patterns, unleashes 
new energies anc creates new markets in the East. 

The political, economic and strategic consequences of 
these recent developments will be enormous...in all 
parts of the world. 

^^ To assess the implications of these historic 
developments on the global business community, 
Oxford Analytica and the International Herald Tribune 
are convening a special one-day briefing seminar for 
business leaders. 

.. Under the guidance of Oxford Analytica's senior 
scholars and the International Herald Tribune's 
seasoned journalists, executives will be provided with a 
challenging analytical framework within which they will 
be able to make informed strategic decisions when 
dealing with the "New Europe” 

Topics covered will include: 

= The Stability of Reforms. Is the process of Eastern 
democratization and reform irreversible? If not, what 
are the prospects? 

The impact on 1992. What impact will the 
revolution in Eastern Europe have upon the EC's progress 
towards a single market? Will it dilute the Community's 
growing strength, or accelerate its energies? 

Greater Germany Is a totally reunified Germany 
really on the agenda? If it is, will the German question 
re-emerge as a determining factor of European history? 
Patterns of Trade. What patterns of trade will 
emerge from the current turmoil? 
Investment P spects, Wil the Community's 
investment pattern now take on the added impetus of 











Eastern aid? Will genuine new opportunities develop? 

Whither Security? What impact will the redrawing 
of the European map have on traditional security and 
defense requirements? 

A Briefing Document will be provided to all 
participants in advance of the Conference. To secure a 
place at this informative event, please complete the 
application form below. We hope you can join us at The 
Pierre on February 15th in New York. 
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| wish to attend the European Revolution Briefing CHE 
| and enclose my check for $850 made payable to Oxford | 
Analytica inc. The conference fee inicudes lunch and all 





| conference documents. n | 
Name i de e 2 

| D ee eat aa i ra NUS | 

| Company — MEER REP ER | 

| o s o m "—— —— "—— É———" —" | 

| Telephone RTE AORN, S- ANDEREN RUNE 

| Please return to: Oxford Analytica inc. Attention: Janet Watson, | 
Suite 9069, One World Trade Center, New York, 

| New York 10048. Tel: 212 524 8272. Fax: 212524 8255.0r 
telephone the IHT Conference Office, London. Tel: 441 379 4302. 


| As places are strictly inuted, we recommend you confirm | 


| your registration immediately by fax and forward payment 
| with the original registration form by mail. 
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Same bed, different dreams 


BEJING Jeer: THE SHORT, UNHAPPY ROMANCE OF AMERICAN BUsiNESS IN CHINA. By Jim 


Mann. Simon & Schuster; 311 pages; $19.95 


LL through the decade of Deng Xiao- 
ping's economic reforms, American 
companies vied with their competitors to 
rush through China's new “open door” and 
stake a claim to the world's biggest potential 
ma-ket: over a billion people hungry for 
erican products, from Coca-Cola to 
cars. They built factories, set up joint ven- 
tures with Chinese comrades and talked 
about "the wave of the future", as then- 
Vice-President George Bush put it, in pri- 
vate-sector co-operation. Almost without 
exception, America's corporate leaders 
wasted their shareholders' money. 

Why? Jim Mann, the Beijing bureau 
chief for the Los Angeles Times from 1984 
to 1987, notes the stop-go policies with 
which China's economic planners probed 
the path of development; the scarcity of for- 
eign exchange in which to repatriate local 
profits; the poverty of domestic consumers 
and the poor quality of exports. Such prob- 
lems, however, are hardly unique to China. 
The real reason for America's business fail- 
ure in China is the unacknowledged ab- 
sence of common values and shared goals. 
The result, writes Mr Mann, is a cycle in 
western views of China “of romance and at- 

tion giving way to disillusionment and 

". Corporate chieftains, fascinated by 
the Middle Kingdom, jet in for a round of 
banquets, an audience in the Great Hall of 
the People, a visit to the Great Wall; and, 
thus beguiled, overrule the scepticism- 
through-suffering of their representatives in 
China. Only much later, when the infusions 
of American capital, technology and man- 
agement have still not produced profits, do 
the chief executives realise that they have 
been had. 

Several foreign companies (not least Oc- 
cidental Petroleum and Beatrice Compa- 
nies, Inc) would amply prove Mr Mann's 
well researched, well written thesis. His own 
choice is the American Motors Corporation 
(AMC) and its joint venture, finally launched 
in 1984, with the state-owned Beijing Auto- 
motive Works. AMC had a vision that went 
beyond China's domestic market: China's 
cheap labour would allow AMC to compete 
with Japan for exports throughout South- 
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East Asia, especially of its two-door Chero- 
kee jeep. China, too, had its vision: AMC 
would provide the technology and expertise 
to build a new four-door jeep suitable for the 
People's Liberation Army. Mr Mann wryly 
quotes the Chinese saying, “tong chuang yi 
meng”: same bed, different dreams. 

Even a shared dream would probably 
have turned sour. At the level of the (usually 
dirty and unswept) factory floor of the 
Beijing Jeep joint venture, the American 
managers thought in terms of efficiency, 
productivity and profit. Their Chinese 
counterparts, accustomed to the certainty of 
the iron rice-bowl, thought in terms of 
workers’ welfare, not output. The conflict of 
attitudes made a nonsense of AMC’s simple 
arithmetic: if American wage rates are $20 
an hour and Japanese rates $12, then Chi- 
nese rates of 60 cents an hour must equal 
profit. 

The real equation worked to different 
figures. As Mr Deng’s China toyed with cap- 
italism, so its officials decided to test what 
the market would bear. Mr Mann cites 
1980, when the cost of installing a telephone 
rose from $20 to $1,400 and when foreign 
businessmen suddenly found they were be- 
ing charged income tax of 45%. Foreigners 
demand certain living standards, such as 
flats with working bathrooms: which is why, 
by the mid-1980s, Beijing’s hotels and flats 
were as expensive as New York's (but not 
nearly as good), and why a $8,000 Toyota 
could be obtained in Beijing only at a price 
of $28,000. Such was the infatuation with 
China of American business, and indeed 
government, that the extortion went almost 
unchallenged. 

AMC's eventual whistle-blower was an 
experienced American manager called Don 
St Pierre, who arrived in Beijing in 1985 car- 
rying no Sinophile baggage. As the joint 
venture slid towards bankruptcy because of 
China's refusal to provide it with the hard 
currency needed to pay for imports of AMC 
parts, Mr St Pierre began to play rough. He 
leaked stories to the international press and 
spoke bluntly to America's pro-China diplo- 
mats. Most tellingly of all, he managed to 
thread a letter of complaint through Chi- 









































na’s political labyrinth to the Communist 
party boss, Zhao Ziyang. | 
The tactics worked. Beijing Jeep became 
a test of the open-door policy of Mr Deng 
and Mr Zhao, a matter of national face. By — 
the autumn of 1986 the joint venture hadall — | 
the foreign exchange it wanted; unco-oper- 
ative Chinese managers gave way to amena- 
ble successors; and Mr St Pierre was happy - 
to tell the world of “unlimited potential here — 
in China for foreign investment, and I do” 
not hesitate to advise others to jumpin.” 
He said wiser things in private. “My - 
main premise", he wrote in a confidential — 
memo to his bosses in Detroit, "is that — 
China wants to modernise (its) auto indus- _ 
try, and when they feel they have sufficient - 
technology and know-how, they will throw — 
us out." d 
Since the tragedy of Tiananmen Square 
(which Mr Mann just had time to weave into — 
his account), that judgment will belatedly - 
command a respectful listening. Mr Zhao is - 
in disgrace; China's economy is reverting to 
the Stalinist norms of central planning; for- - 
eign exchange is desperately scarce; and an 
official austerity programme is cutting sales - 
of all consumer goods, including cars and — 
jeeps. In short, the optimists who led AMC 
(now owned by Chrysler) and others into — 
China must surely be having second | 
thoughts; but for how long? Mr Bush, now — 
president, is already sending forgiving emis- — 
saries to the Middle Kingdom. China ex- — 
perts, real or self-appointed, find their illu- 
sions strangely hard to shed. “a 
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. Not quite cricket 
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BIOGRAPHY OF A MERCHANT BANK. By 
Dominic Hobson. Hamish Hamilton; 483 
bages; £16.99 


I year's fall of Morgan Grenfell, one 


of the City's proudest merchant banks, 


. into the maw of Deutsche Bank marked the 


end of an era. Traditional British merchant 


_ banking and high finance were, merchant 


kers thought, rather like cricket: a gen- 


. tlemanly battle of wits. Morgan's fall from 
grace showed that even the biggest names in 


the City, like the rest of British industry, 


. could no longer rely on peculiar rules to pro- 


tect themselves from the consequences of 


their mistakes. 


»Morgan’s heyday came in the early 


- 1980s, when the City of London was chang- 
. ing from a club into an international finan- 
j cial centre. Morgan’s tragedy was that its se- 

nior managers could not manage that 
_ change. Instead of making strategic deci- 


sions and sticking to them, Morgan Grenfell 
dabbled and followed fashions. It could af- 
ford to dabble because its sharp, sometimes 
‘too-sharp, men in the mergers and acqui- 
‘sitions (M&A) department were minting 
money. In 1981 the department had 56 em- 
ployees and did 51 deals worth £1.2 billion; 


by 1986 it was 110-strong but did 111 deals 


. worth £15.2 billion. Over the same period 
the department's contribution to the firm's 


total revenues rose from 14% to 3296. 

—.. Such an unbalanced business was riding 
for a fall. It began with the Guinness affair. 
m Grenfell advised Guinness, a brew- 


ing and distilling company, on its takeover 


of Distillers in 1986; the mechanics of how 
Guinness's share price defied the laws of 
supply and demand will be explained in de- 
tail in court later this year. Although Mor- 
gan Grenfell avoided being prosecuted it- 


self, its star corporate-financier, Roger 


Seelig, was charged under the Theft Act (in- 


ter alia); that embarrassment cost Christo- 
_pher Reeves, Morgan Grenfell's chief execu- 


tive and strategist, his job. The product of 
Mr Reeves's defective strategic vision, Mor- 
gan Grenfell Securities, cost 400 Morgan 
Grenfell employees their jobs when the firm 
abruptly withdrew from the British securi- 
ties market at the end of 1988. This marks 
the climax and, to some extent, the reason 
for this book. 

.. Mr Hobson is well placed to chart Mor- 


 gan's nemesis. He started his career at Con- 


servative Party Central Office. He was ad- 
vised to join Morgan Grenfell in order to get 
more "industrial experience" in 1983. He 


. was not a member of Morgan's M&A depart- 
ment but specialised in capital markets, 


where, he admits, he was wildly overpaid. 
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is peculiar vantage point enables Mr 
Hobson to make it clear that Morgan Gren- 
fell's humiliation was caused by neglect of 
the principles drafted by J. Pierpont Morgan 
Jr, the son of the great J.P. Morgan, who 
said: "since we have no more power of tell- 
ing the future than other men, we have 
made mistakes, but our mistakes have been 
errors of judgment, not principle." 

Mr Hobson is good on the corporate 
politics and the firm's shaky financial foun- 
dations: under Mr Reeves, a clique took 
over the bank and gradually alienated those 
who argued against its views. Although Mr 
Reeves did a lot to improve the firm's prof- 
its, it was still recovering from a disastrous 
dabble in film financing in the late 1970s 
that had wiped out 120 years of accumulated 
hidden reserves: when the firm went public 
in June 1986, those stood at just £16.5m. 

Mr Hobson also has an eye for anec- 
dotes. Two sum up the old City. Where else 
would the board of a company that had 
warded off a takeover celebrate by going to 
church, as Courtaulds did in 1962? Where 
else Would a bank director tell his clerk: “I’m 
off to lunch now. You can go and have your 
dinner"? The City has lost all that, becom- 
ing just a time-zone: convenient, but 
colourless. 





Indian politics 


Like mother, like 
son 


INDIRA GANDHI, A PERSONAL AND POLITI- 
CAL BioGRAPHY. By Inder Malhotra. 
Hodder & Stoughton; 363 pages; £20. 
FREEDOM’S DAUGHTER: LETTERS BETWEEN 
INDIRA GANDHI AND JAWAHARLAL NEHRU, 
1922-39. Edited by Sonia Gandhi. Hodder 
and Stoughton; 483 pages; £25 


Rono Inder Malhotra’s fine biogra- 
phy of Indira Gandhi in the aftermath 
of her son Rajiv’s defeat in the Indian elec- 
tion evokes a curious feeling of déjà vu. The 
failings and mistakes of the son, identified in 
every post-election analysis, are almost iden- 
tical to those of his mother. 

Mr Malhotra’s account is objective, fair 
and even friendly towards his subject. It is 
clear that he knew Mrs Gandhi well, an ad- 
vantage that allows him to provide much 
new material. This intimate knowledge, 
however, only makes his assessment of her 
as a person and a politician all the more 
damning: his criticism is the more severe for 
being calmly voiced, 

The personal failings of Gandhi mêre 
were arrogance, an inability to trust almost 
anyone and an amoral indifference to dis- 
honesty and corruption. These characteris- 
tics, applied to the political sphere, pro- 









Trust nobody 


duced rule through cronies and cliques, with 
a rapid turnover in their ranks; financial 
scandals; and political manoeuvring almost 
for the sake of it. (In the end, it was Indir ` 
cynical and tortuous power-plays in Pun; 
that led to her assassination.) All these were 
also conspicuous elements of the rule of her 
son. 

Certain reasons for these defects of 
character and judgment are to be found in 
the absorbing and moving letters that 
passed between the young Indira and her 
great and famous father, Nehru. These have 
now been edited by Sonia Gandhi, Rajiv’s 
ltalian-born wife. Indira’s childhood was 
lonely, and she was much influenced by her 
equally lonely, ill and unhappy mother. She 
went through a helter-skelter education in 
very different places and institutions, and 
was obliged to consort with the high and 
mighty with whom, intellectually, she was 
out of her depth. Nehru is revealed as a ten- 
derly loving and worrying father, yet it was 
he who was mostly responsible for the bad 
parts of his daughter’s upbringing. 

It was he, too, who was largely responsi- 
ble for the break-up of Indira's marria 
Perhaps that had an adverse effect . 
Rajiv's character; otherwise he had a settled, 
happy, privileged youth. Unlike his mother, 
no excuses can be made for him on the 
ground of nurture. 





Military history 


oixty-minute war 


THE WESTERN Way OF WAR: INFANTRY BAT- 
TLE IN CLASSICAL GREECE. By Victor Davis 
Hanson. John Curtis/Hodder & Stoughton; 
244 pages; £15. Knopf; $19.95 


Tu book, as the author handsomely ac- 
knowledges, is military history of the 
kind John Keegan has pioneered over the 
past dozen years. It is concerned not with 
command, but with what men feel, do and 
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suffer in battle. Mr Hanson's focus is on the 
300 years, from 650 Bc, when Greek armies 
were almost exclusively formed of hoplites, 
or heavy infantry. 

These were not professional soldiers; 
here, as elsewhere, the Spartans were the ex- 
ception. They were a form of citizen militia, 
mostly small farmers, liable to call-up be- 
tween the ages of 18 and 60. They had no 
specialist training—war was endemic in an- 
cient Oreece. They needed merely to be 
tough, and rich enough to equip themselves. 
The hoplite carried about a third of his own 
weight in arms and armour; in fact, a servant 
carried it, and the fighting man donned it 
only at the last moment. 

Armour dictated tactics. The rival ar- 
mies needed an unobstructed killing-field. 
Drawn up face-to-face, in dense columns, 
they would charge only over the last 200 
yards. This put the emphasis on momen- 
tum. The initial collision would be followed 
by hand-to-hand fighting. Here the sheer 
weight of the column came into play, as the 
rear ranks used their shields to impel those 
in front forwards, to tear a gap in the enemy 
line, and roll it up. 

Actually, things were never quite as tidy 
as that. Mr Hanson catches the horror of it 
all, the appalling clash of bronze, the shout- 
ing, the shrieks of the dying, the blood, the 
dust and the defecation, the whole under 
the pitiless sun of the Greek summer. The 
picture is nonetheless a curiously formalised 
one: in the author's phrase, a ritual carried 
out between "mutually consenting hop- 
lites". There was something of this ritual in 
the cause of battle, too. A few years ago Mr 
Hanson, almost casually, exploded a 2,500 
year-old fallacy. It was not crop-devastation 
that led to battle (for Mr Hanson, who is 
also a part-time farmer in California, points 
out the sheer impossibility of devastating 
vines and olive-trees in the short time the 
invaders could allow themselves); it was the 
threat of it, plus the fact of incursion. 

Hoplite battle was by definition deci- 
sive. The author sees this as its most influen- 
tial and damaging legacy to the western 
world. Well into the twentieth century the 
concept of pitched battle haunted the mili- 
tary mind, not least in the United States. 
Yet the Greeks had deliberately developed 
this style as a means of limiting warfare. The 
whole action was over in something like an 
hour. Bloody though it was, the casualties 
were few enough to allow the rival cities to 
continue much as usual. Above all, there 
was no question of continuous campaigning 
(at least until the Pelopennesian war), of ter- 
ritorial gain, much less of the total destruc- 
tion of the enemy. 

This gives the book, a small masterpiece 
of style and scholarship, a curious quality of 
innocence that is as moving as its deeply hu- 
mane understanding of “war, and the pity of 


,! 
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A what at bedtime? 


The shock of the old 





Bama audiences can now judge for 
themselves whether moral outrage is 
time-sensitive, or not. Three of this centu- 
ry's most notorious novels are being taken 
out and aired; and though the formats may 
be new, the content is just as it was. Can the 
country take it? 

"Lady Chatterley's Lover", D.H. Law- 
rence's last book, is being serialised on BBC 
Radio Four's “Book at Bedtime" to comple- 
ment the BBC's dramatisation of the book's 
obscenity trial in 1960. Generally regarded 
as more interesting than the novel, in which 
lady and gamekeeper romp turgidly in the 
woods, the case was the first test of new cen- 
sorship laws. The publisher, Penguin Books, 
produced a string of high-powered wit- 
nesses, literary, political and religious; these 
said the book was not pornography, but a 
moral insight into sex and class. The pros- 
ecution concentrated on the language, 
counting up the number of four-etter 
words. Penguin won, although the legal defi- 
nition of obscenity, "likely to deprave and 
corrupt", remained imprecise. 

Listeners tucked up to the usually 
homely “Book At Bedtime” have been get- 
ting a full dose of Anglo-Saxon words. The 
book has been cut by length, not by content. 
Tabloid newspapers have complained but, 
so far, audiences have not. Warning an- 
nouncements before each episode allow the 
easily shocked to switch off in time. 

Hubert Selby Jr's similarly high regard 
for rude words landed the British publisher 
of "Last Exit To Brooklyn" in court in 1967. 
The trial was almost a repeat performance of 
the Chatterley case: women excluded from 
the jury, academics trotted out, widely vary- 
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ing definitions of what "deprave and cor- 
rupt” might mean. The publisher lost, but 
won an appeal on a legal technicality. Now 
the first screen version of the novel has just 
opened in London. 

The film has received the thumbs-up 
from both the censors, who saw no need for 
cuts, and Mr Selby, who thinks it is faithful 
to the original. Such a paradox will prove to 
some that moral standards have slipped, to 
others that they have broadened. Film and 
book are equally bleak in depicting the de- 
graded lives of Italian-Americans in Brook- 
lyn in the darkest 1950s. A shop-steward is 
seduced by a transvestite, a prostitute sub- 
mits to gang-rape; almost everyone gets 
graphically beaten up. The producer, Berr — 
Eichinger, says he wants to "throw a rock . 
the audience". He may miss; today's adult 
cinema-goer is not easily shocked. 

One of the loudest defenders of Mr 
Selby's book was Anthony Burgess, himself 
branded a "moral menace" in 1962 after 
writing "A Clockwork Orange", a tale of 
teenage rebellion taken to extremes. Young 
Alex and his friends amuse themselves with 
indiscriminate rape and assault, which they 
stylise as "ultra-violence"; Alex is captured 
and reduced to a defenceless wreck by brutal 
aversion therapy. 

The message, said Mr Burgess, was that 
freedom was a necessity, even if it meant do- 
ing wrong. Most readers saw only the ultra- 
violence. When Stanley Kubrick made the 
book into a film in 1971 young gangs aped 
it, adopting Alex-style bowler hats and false 
eyelashes. The film was blamed for a series of 
vicious crimes, and Mr Kubrick eventually 
banned it from Britain. Next month the 
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‘ Summing up 


Ww 'OW that they are aii over, the 1980s 
— AN can be put in a nutshell: one face, 
— one subject, one symbol. But which? Ma- 
donna and Margaret Thatcher, said the 
Face, London's arbiter of style; these 
were "The Final Look of the Eighties”, 
Madonna and Mikhail Gorbachev, said 
West Germany's Stern. Liberators both. 
The heady final weeks inspired great 
thoughts and enormous feats of reduc- 
tion, sometimes ad absurdum. The 
"Economist provided a history of all time 
in 342 pages; the National Interest specu- 
lated on "The End of History”, the New 
Yorker on “The End of Nature". A Brit- 
ish magazine, 19, attempted "The End of 
Sex", only to find that the Department 
of Health knew nothing about it. 

~ Revolutionary in public, these were 
unrebellious years in private, as Rolling 
‘Stone pointed out in its list of the 100 
best albums of the decade. Top of the list 
vas "London Calling" by The Clash, a 
punk band which has been defunct for 
years; most-featured on \ the list were the 


toyal Shakespeare Company will put on à 
Stage version. 

. Ron Daniels, the play's director, says 
the story is still topical; gang violence and 
‘state oppression are still around. He has as 
sured Mr Burgess that he will stick close to 
the original, while up-dating it to the 1990s 
with stark sets and rock music. He will also 
etain the final chapter, cut from the film, in 
/hich Alex tires of ultra-violence and thinks 
bout getting married. Some of the scenes of 
iolence last seven minutes; but this, after 
ll, is a company that does Shakespeare. It is 
s ed to blood, and Mr Daniels is not expect- 
much indignation. 

. The line of outrage, if there is one, 
ms to be drawn at present at the image of 
un erotically caressing the crucified body 
f Christ. Last September a 20-minute 
eo, " Visions of Ecstasy”, became the first 
1 to be banned in Britain for blasphemy 
offence, as the Rushdie affair made 
lain, applicable only to Christianity). The 
leo was inspired by Bernini's sculpture of 
Theresa's ecstasy and based on her own 
ounts of her visions. Last month the di- 
ctor, John Stephenson, appealed against 
he ban, but the ruling stands. The film 
'ould have been passed, said the British 
oard of Film Classification, if the man had 
^n anyone but Jesus. 3 

"The words that shock so much at first 





ear will tell, however, to what degree he was 


hi 





. issue, but trivialised it by writing mostly 
about the “heritagisation” of the coun- 


on't shock at all after a while", wrote Law- _ 
ce. The same may be true. ofi images. This. 


not-very-young Rolling Stones. 

The meaning of it all remained elu- 
sive. The Guardian thought the envi- 
ronment had been the most important 


tryside. The Wall Street Journal ran one 
article proclaiming Rodeo Drive, an 
over-sumptuous shopping mall in Los 
Angeles, as the symbol of the 1980s, and 
another wondering why westerners have 
seemed unable to enjoy the decade's re- 
markable material success. 

Famous while they lasted for greed 
and self-righteousness, the 1980s some- 
times closed on an austere and puzzled 
note. The Frankfurter Allegemeine ran a 
cover-picture on its Friday magazine 
showing a steel door opening. Caption: 

"The next ten years are always the best.” 
Le Monde (the French are so sated with 
anniversaries) merely reminded its read- 
ers that if the world, or at least the calen- 
dar, began in the year one, the end of the 
decade is December 31 1990. Ah. 


The art market 
Flower power 


WASHINGTON, DC 


ET one good thing be said for Alan Bond: 
when he bought “Irises” for $49m a 
mere month after Wall Street had crashed, 
in 1987, he sent the art market an invaluable 
signal about investor confidence. Some- 
thing of that sort is needed now. After the 
boom ushered in by “Irises”, the art market 
seems to be entering a newly cautious phase. 
On the face of it, prices are holding up 
well. The sale last year of “Yo Picasso" for 
$47.9m means that the buyer paid in com- 
mission to Sotheby's roughly what Wendell 
Cherry, the seller, paid for the picture in 
1981. In last autumn's round of Impression- 
ist and Modern painting sales, Sotheby's 
and Christie's took in, between them, 
roughly $1 billion over ten days. At $20.7m, 
Willem de Kooning's "Interchange" set a 
record for a living artist. Another Picasso, 
“Au Lapin Agile", was bought by Walter 
Annenberg for $40.7m. 

The indicator to notice, however, is the 
narrowing of the gap between house esti- 
mates of a picture’s value and the price it 
actually fetches. The $35.2m paid by the 
Getty Museum for Pontormo’s “Halberd- 


* 34 
der" last spring, although it was roughly 
three times the previous record set for an 


Old Master, in fact came so close to the an- 
nounced estimate that in some quarters the 
sale was considered a flop. Last autumn a 
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umber of works sold at the reserve price, 
while others: were allowed to go for slightly 
less. Picasso's "Family of a Harlequin", val- 
ued by Christie's at between $16. Sm and 
$22m, went for just under $15.5m. The sale 
of an important Manet for $26.4m made the 
headlines; conveniently ignored was Chris- 
tie’s announced expectation, a few months 
earlier, that it would bring far more. 

Worse things happened last autumn, 
too. À Renoir estimated by Sotheby's as 
worth between $20m and $30m had to be 
bought in for $17.5m. And in one disastrous 
evening, when part of Paul Mellon's collec- 
tion went on the block at Christie's, half the 
lots sold poorly and the rest did not sell at 
all. Soon after the sales, Sotheby's share 
price dropped 3796. 

The softening may be caused by con- 
cern, or at least caution, about the direction 
of the American economy. Alternatively, 
the market may be the victim of its own suc- 
cess. After watching the dizzying runup 
prices over the past decade, even t 
greenest investor must know that he will be 
buying at or close to the top of the market. 

A crash is unlikely; most probably the 
art market will largely mirror the stockmark- 
et, and mark time. Still, no one involved in 
it wants to take the chance of it going any- 
where but up. Penh in a rare interview 
shortly after the sales, John Marion, 
Sotheby's chairman, purred comfortingly 
about the continuing health of the art mar- 
ket. It is hard to imagine he would have 
given the interview if he did not feel it was 
necessary. 
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Applications (10 copies) should be submitted to the range A EASTER aturingto ae are experience: Te string date ibe 
Tn t ar ; 

Secretary, School of Oriental. and African Studies, Wolfson Col lege Be be avaitable for the health economics postion, and membership 


Thornhaugh Street, London WC1H OXG from whom of the College Common Room for the other. 
Further details may be obtained from Jenny Dix, Centre: for Socio-Legel. Studies. 


further particulars should first be obtained. - Wolfson College, Oxford OX2 6UD. Tel: (0865) 52967 to whom applications with full 
curriculum vitae and the names of two referees should be sent by 23 dide 3890. 


The closing date for applications is 2 March 1990. The University is an Equal Opportunity Employer. 


The London Docklands Development Corporation is engaged in the 
most significant programme of inner city regeneration in Europe. The task 
includes.direct investment in an intensive project programme of 
reclamation, transport infrastructure, social programmes and other 
regenerative projects. Expenditure funded by grant and land disposal 
receipts is planned at over £300 million in the current financial year. 

The Corporation is currently seeking to expand its finance team. 
The post of Financial and Economic Analyst is based in the Seu S 
Community Services Team and reporting to the Assistant Financial _ 
Controller (Projects) in the Centre and Director of Community Services, the 

“appointee will provide a full financial service to the Community Services. 

- Division. Main duties will include the financial and economic evaluation o. 
projects, budgetary and cost contro: and the monitori ing of: a à large pole 
expenditure programme. ] 
| This represents a significant opportunity for. carididates who hold: i. i 
either a good economics degree backed by relevant experience or a wet 
recognised UK accounting quali ification. The tole offers unparalleled 
experierice in a unique and dynamic environment. 

Please submit a full CV. quoting Ref: E/006 to 
Mr Chris Woodman, Senior Personnel Officer, London Docklands 
Development Corporation, Unit A, Great Eastern Enterprise, 
Millharbour, London E14 9TJ. 

We intend to start revi ewing moblicalions on 
Friday 2 February 1990. | 

An Equal Opportunity Employer. 








ADVERTISEMENT FOR POSITION IN MULTI-DONOR 
SECRETARIAT AT WORLD BANK HEADQUAR TERS 


A. The World Bank is accepting applications for 
a position in a Multi-donor Secretariat to coordi- 
nate the Environmental Action Plan in Madagas- 
car. This position entails working with several 
International Donors and NGOs to coordinate 
programmes/projects in Natural Resources Man- 
| agement and to accumulate and disseminate 
information on natural resource issues, projects/ 
programmes, policies and legislation. Specific 
functions of the position include: 


© (1) Acting as the focal point for Donor contact 
with the Malagasy Apex Agencies Coordinat- 
ing Environmental Action Plan Activities; 


" (2) Coordinating information in view of action 


coordination among the Government of 
Madagascar, local and international NGOs/ 
PVOs and international bilateral Donors; 


" (3) Coordinating multi-donor supervisory and 
review missions led by the World Bank; 


" (4) Organising multi-donor coordination meet- 
ings on the general progress of the Environ- 
. mental Action Plan; 

_| (5) Postering the overall process of environmen- 
a tal awareness in Madagascar; 

: | (6) Organising appropriate technical resources; 
| and. 

| (7) Fund-raising. 

- B. This position is funded by the Agency for 
International Development for a three-year 
- period beginning i in 1990. The individual will be 
. housed in the World Bank Headquarters in 
. Washington, DC. Frequent travel is expected. 


he. Applicants should have a Master's (or Higher) 
. degree in ecology or natural resources econom- 
ics/management and be bilingual in French/ 
English. Previous experience in project manage- 
ment, supervision, parallel and co-financing and 


donor coordination is required. Additional quali- 


fications include good verbal communication, 
database management and fund raising (for non- 
governmental organisations) skills. Some experi- 
ence designing wildlife protected area conserva- 
tion projects is desirable. Salary will be 


commensurate with level of experience. 


- D. Applicants should submit curriculum vitae 
. and cover letter by 26 January 1990 to Mr A. 
. Otten, AF3AG, World Bank, 1818 H Street, 
Washington, DC 20433, S A. 





















ICRISAT 


The International. Crops Research Institute 
for the Semi-Arid Tropics (ICRISAT) 


International 
Associate 


Economist 
at ICRISAT Center, Hyderabad, India 


The position offers an excellent opportunity to con- 
duct innovative applied economics research on agri- 
cultural development and technological change in 


the semi-arid tropics of Asia. The economist. will be 


supported by a small group of experienced staff, and 
will be a part of the Economics Group of ICRISAT's 

Resource Management Program. He/she will be re- 
sponsible for economics research in the areas of 
multi-disciplinary diagnosis of constraints to crop 
production, assessment of improved cropping tech- 
nologies, and microeconomic impact analysis; col- 
laboration will be required with agronomists, breed- 
ers, and other scientists at ICRISAT, and at similar 
national and international institutes. 


Essential qualifications: PhD in economics or agricul- 
tural economics; clear evidence of the ability to do 
innovative research; solid knowledge. of microeco- 


nomic theory; skills in applying econometric meth- 


ods; familiarity with computer application software 
and a good command of English. 


Desirable qualifications: Demonstrated capacity to 
lead a small research team and knowledge of French. 

Employment is for two years in the first instance with 
the possibility of an extension for three more years. 

Maximum age at the time of appointment should not 
be more than 35 years. Salary and related benefits are 
free of local tax for expatriates, and commensurate 
with comparable international positions. ICRISAT has 


links with some 50 developing countries with semi- 


arid climate. ICRISAT is located at Patancheru 30km 
from Hyderabad, the sixth largest city in India with 
airline connections, good. me ical facilities, and an 
international primary scho P 


Send résumé, including present. salary level aid 
names of three referees, within one month to: 












| Director General, ICRISAT, PO Patancheru, Andhra i 
n Pradesh 502 324, India. 













BIRKBECK COLLEGE (University of London) 


The Economics Department, recently awarded the top UK research ranking by the UGC, will be making a number of appointments over ther nex 
. few years, the first two of which are: | 


THE WOOL WICH | PROFESSOR OF FINA NCIAL E 


E Economics in a major initiative made Bose de extensive support from City institutions. This post, sponsored by the Wool ch B | > ildi 


| a will pay a competitive salary. 7 
‘LECT Tl JRESHI IP IN EC ON OMICS — 


|] The aech candidate will be expedied to ástaih the research: reputation. of the D Department: Preference’ iay be: given i for. candidates 
] -fields of trade, industrial economics, and applied econometrics, though other fields will also be considered. an wil 9n in the range £12 8- 
] £22,119 pa inclusive of London Weighting depending on age and experience. : 
|. Further details and ap plication forms may be obtained from the Assistant Secretary ee Birkbeck College, Malet Street, London w e 
B THX. Tel: 0 -631 652 € Closing date: 14 February 1990. 












To £35,000 + car + b 


By 1991, National power will be. one of té E" Competitor/ Dake ntialytis. 











largest companies quoted on the... ~ . . .Acquisition and divestment reviews 
International Stock Exchange. Inheriting |^ Investigations 


50% of the electricity generating capacity in 
i England and Wales, it will be the largest 
company to emerge from the Central 


. Candidates must p possess an MBA or | 
| professional accounting qualification 
supported by a broad business awareness, _ 
Electricity Generating Pu - first class financial and analytical skills and A 


A new central financial planning function, a detailed knowledge of computerised ¥ 
comprising a small number of high-calibre .. informati on sys stems. | : 


i An F ppreciation of. 
business executives, will ensure National wou ! 
^ Power retains its competitive advantage. 
t These strategically important project based 
. roles will ones a wide fangs of issues, 
including: . eu 















le a ng organisatio 
| skills, credi lity 2 and th 3 drive to get d E 
dna fast paced, changing environment. - E 
e Privatisation and the « creation rot a Please write, in confidence, with full € P 


prose. details to Hilary Douglas quoting reference - 
@ Financial modelling | C8621 / 1 3E. n 


Pei 


Executive Selecti 
: 70 Fleet et Street, L , 


















ETE 





tock 





lon. and Search | 
ndon ECAY IBU 





THE UNIVERSITY OF BIRMINGHAM 
EDGBASTO! 


INTERNATIONAL ECONOMICS 
IN THE GRADUA TE SCH OOL OF INTERNATIONAL STUDIES 


Applications are invited for the above post from Autumn 1990. Applicants. should have good academic qualifications with the ability to teach at 
graduate and undergraduate level. 

The post will be initially for three years on the Lecturer A scale, starting mw inthe range £10,458 to £l 35,527. Reference Ci 499. Further partic- 
. ulars and an application form from The Director of Staffing Services, The University of Birmingham, Edgbaston, Birmingham B15 2TT. Telephone 
|. the Recruitment Office on 021 414 6477 (021 414 6384, 24 hour answerphone). Closing date for receipt of applications is 23 February 1990. . 






























energy market with an annual £7.5 billion 
turnover and over 17 million customers. 
We now. need a S ceu to join a 
small team, based in Victoria, providing advice 
to senior management on a vanta range of 
vitally important issues. 


sibility to the Chief Economist for the 

economic aspects of pricing. and investment, 

and of public util ity regulation. You will also 
; help track and interpret UK and world ecom- 
f 4 vents | and | develop. scenarios for 
m planning. 





p An. ‘original thinker with | a a honours 
i “degree in economics or a related subject and 
significant relevant experience, you should 
have an ana! lytical mind and be able to assess 
the impact of external developments on our 


An vequal opportune employer 


B^ Gas: is a major "forc in the world 


In this key role, you'll have particular respon- | 


company. Self-motivated . and capable. of- 


warka to tight deadlines, a knowledge of 
econometrics would be desirable. 
TERRENO 
Salary, in the range £24,650 to £30,300, 
supported by an excellent benefits oe 
including car, profit sharing and sharesave 
| schemes, generous holidays, pension, sports 
and social facilities, and. generous relocation 
assistance where appropriate. 


manm 
. : T " . È 


; Please write for an application form, quoting 
reference ECP/01128/142/E, to Ruth Walker, 
Recruitment Administration, British Gas plc, 
29 Bryanston Street, London W1A 2AZ. 
Closing | date for receipt of applications 
26 January 1990. | 


An equal opportunity employer _ 




























MANCHESTE : CHOOL Is SEEKING STO RECRUIT TWO 
ADDITIONAL LECTURERS/SENIOR FELLOWS, ONE IN STRATEGIC 
MANAGEMENT AND ONE IN MARKETING IN LINE WITH THE 
SCHOOL'S STRATEGY OF FOCUSING IN THESE AREAS. 

THE APPOINTEES MUST HAVE EUCH o EUH TE RECORDS 
IN THEIR AREAS OF SPECIALISATION. WHILE A HIGHER DEGREE 
IS DESIRABLE, THIS CAN BE COMPENSATED FOR BY 
SUITABLE MANAGERIAL EXPERIENCE, THE APPOINTEE WILL 
BE EXPECTED TO PLAY A FULL ROLE IN TEACHING AND 
RESEARCH. CANDIDATES IN STRATEGIC MANAGEMENT WITH 
EXPERIENCE IN INTERNATIONAL BUSINESS, AND CANDIDATES 
IN MARKETING WITH EXPERIENCE IN MARKETING RESEARCH 
OR MARKETING MANAGEMENT, WILL BE ESPECIALLY 
WELL RECEIVED. 

SALARY RANGE: FOR LECTURER WITHIN £9,816 ~ £20,469P.A.. 
FOR SENIOR FELLOW WITHIN £21,489 — £24,285P.A. FURTHER | 
PARTICULARS AND APPLICATION FORMS (RETURNABLE BY 
JANUARY 26TH, 1990), FROM THE REGISTRAR, THE UNIVERSITY, 
MANCHESTER M13 9PL. (TEL: 061-275 2028). QUOTE REF: 3/90. 


e 


MANCHESTER BUSINESS SCHOOL 
UNIVERSITY OF MANCHESTER 
THE UNIVERSITY IS AN EQUAL OPPORTUNITIES EMPLOYER 

















"SERVICES LIMITED | 
Consultants i in Natural Resource Development 


Agricultural Development i in Sudan 


, Hunting Technical Services Limited i is a leading international 
1. consulting company involved in agricultural and natural 
-= 'esource development throughout the world. 


ur We are cU rrently seeking an Agronomist for. an adaptive 


research post in a smallholder rural Eon" project in 


western Sudan. 


| ~The assignment will be. for approximately two years and calls - 


| for experience in tropical dryland farming, seed technology 
and management. of on-farm research programmes. Experi- 
] ence in irrigated horticulture would be an advantage. The 
| minimum requirement is fi 
. experience. 

















En vironment Projects Overseas. 


We are also seeking a Forest and/or Range Ecologist to join | 













| 3 the. diii staff and participats n. environmental and 
„Arel int id dy etn qual- 


Applications for both posti will full cvs and 
. the names of two ce should be sent in 
— writing to: 


The Administration Manager EE 
Hunting Technical Services Limited. 

T field House, Boundary Way 

Hemel empstead, H Herts HP2 7SR, England 





. The project will be based atthe Awassa Junior College of Agriculture: Salagon Py: 
. .negotiation. Three-year contracts. 


markets and human resources; and economics of th 
S enviroriment—including safety. Applications would also E 


iye. yeats. televant postgraduate B 


< January 1990. (Applicants fs i om quitside the UK may 










Farmer Parti 
Research Projec 


FARM-Africa is planning a project in collaboration with the ! 
and the Institute of Agricultural Research in Ethiopia, to assist NGC 
agricultural development to improve the research component: 
grammes and, in particular, to encourage full involvement of th 
planning, implementing and evaluating their own trials. 


Two specialists are needed: 


Research Worker—to lead small team. . 
@ Postgraduate degree in relevant discipline. 
@ Practical experience of farmer-based trials. 


Socio-economist—to identify tarmers' research priorities and ensure their full. 
involvement in trials. 
@ Social Science degree related to devel oping countries. 
@ Field experience with farming communities in vagricuitural dai 
opment ard research. 



















Write with cv to David Cam bell, Executive. Director, FARM-Africa, 2 E 
Gilbert Street, London W*Y IRJ. xy 
































. DAVIDE D; LE 1 
[AIR OF ECONOMICS - 


Applications are invited for the vacant David Dale Chair in | 
the Department of Economics. This Chair is one of two: - 
established Chairs in the Department and the University f 
wishes to make an appointment either within one of the . | 
existing departmental areas of research or within another | 

cognate area. On the filling of the Chair the University 
expects to release a Readership which would be considered 
in relation to the field of the Professorial appointment. | 


The Department’s principal research interests currently lie 
in the three broac areas of money and finance; labour 





welcomed from candidates with research interests in th 
areas of industrial ‘economics; international economics 
experimental economics. In addition to a strong resea 
record the person appointed will be. expected to devela 
and contribute to the teaching of economics. 


The University expects the appointee to be dau f 
assuming responsibility for the headship of the Departmer 
if required to do so in accordance with current arenas 
ments for the rotation of headships. 


Salary will be at an appropriate point on the Professorial 
salary scale. 


Further particulars may be obtained from Miss J. M. 
Kidd, Deputy Registrar, The University, 6 Kensington 
Terrace, Newcastle upon Tyne NE1 7RU, with whom 
applications (15 copies), giving the names of three 
referees, should be lodged no later than Friday, 26 





submit one copy only). 








. University of London 
University College London 
CHAIR OF ECONOMICS 


































ber 1990, 


David Pearce and Professor Richard 
Blundell, there have been a number of 
major new appointments in Economics 


dynamic environment for both research 


appointments has been a growing in- 
ternational reputation in the fields ot 
environmental economics, applied 
econometrics, microeconomic policy 
and development economics. In 
making the new appointment the Cob 
lege wishes to strengthen these fieids 
and for this reason there is a prefer- 
ence for candidates with established 
Tesearch and teaching interests in mi- 
Croeconomic theory and its applica- 
ons to economic problems. In general, 
terests in areas that wouid compie- 
ment those already active in the depart- 
ment would be considered attractive. 


Salary will be in the Protessorial range 
(minimum £24,783) plus £1,650 
London Al llowance. 


. Further particulars may be obtained 
` from Professor Richard Blundell, De- 
;. partment of Economics, University Col- 
lege London, Gower Street, London 
- WC1E 6BT. Tel: 01-380 7036. Fax: 01- 
..983 7127. 


Applications (10 copies) including a 
. Curriculum. vitae and the. names and 
. addresses of three referees should be 
sent to the Provost, University College 
London, Gower Street, London WC1E 


Closing date 27 January 1990. 
Equal Opportunities Pacer 












RESEARCH 


Small, unique futures research and 
“fund management company offers un- 
“conventional but exciting career oppor- 
tunity in. tightly knit research team. The 
fesearch is complex and sophisticated 
involving the building and simulation of 
: trading models and the study of finan- 
cial market behaviour worldwide. The 

deal candidate will possess: : 


"background of one-three years’ ex- | 
perience in bank/building society/ . 
securities house {with arbitrage, 
credit analysis ^ or siad 
experience?) * "n 













iematics and a generally. high L 
lof men | I 





Tha itti invites applications for this . Du 
newly-established Chair tenable in the. © 
Department of Economics from 1 Octo- _- 


Under the leadership of Professor l 


at UCL over recent years providing a _ 


and teaching. Associated with these . 
















good knowledge of statistics or | 










. School of Accounting, Banking and Economics 


chair in Economics 


Applications are invited for a Chair in Economics in the School - 
of Accounting, Banking & Economics, which comprises some 
20 full-time members. The successful candidate will be 
expected to provide academic leadership in the Economics 
division of the School and will already have an established _ 


reputation in scholarship and research. 


‘ No specific area of specialism is indicated, but a TE 
to appreciate and work within the interdisciplinary nature of - 


the School is essential. 


The appointment will be tenable from 1st October, 1990, or 
such other date as may be agreed. Salary will be negotiable 
within the professorial range:- (minimum £24,783 per annum). 


Applications (ten copies), giving full details of age, qualifications 
and experience together with the names and addresses of 
three referees should be sent by WEDNESDAY, 14TH 
MARCH, 1990, to Mr. Alan James, Personnel Officer, 
University College of North Wales, Bangor, Gwynedd LL57 
2DG, from whom further particulars may be obtained. f 


. Prifysgol Cymru - University of Wales 


BA OR 














wind nr 


Benefits Package £15,000-£40,000 Per Annum - 
ECOTEC Research and Consulting Ltd is one of Europe's leading | 
economic and environmental consultancies, with offices in Birmingham, - 4- 


Brussels and Edinburgh. 

The company wishes to st oa a number of economists at differing stages 
of their careers to assist the expansion of its advisory services in 
support of: 

B Demand forecasting, pricing ‘and the impact of regulation - and 
e particularly in the water, energy and environmental 
sectors. 

u Dran ic advice to the corporate sector supported by econometric 

elling and other analytical techniques. 

& The assessment of major investment and infrastructure abe reins 

@ Companies undertaking relocation decisions; ta 


" Successful candidates will have: 


@ The ability to work on challenging | and varied Bis within a 


dynamic environment, 
BI Technical knowledge in one or more of the above areas. 











University of Warwick 


-LECTURESHIP IN INDUSTRIAL 


ECONOMICS - 


Applications are invited for a Lecture- 
ship in the Department of Economics. 


Candidates should have an active re- 


_ Search interest in Industrial Econor 


Salary on the Lecturer Grade A s 


.£10, 458-£15,372 pa. 
Further particulars and application 


forms from the Personnel Office, Uni- 


< versity of Warwick, Coventry CV4 7AL. 


Tel: (0203) 523627 quoting ref no 21/A/ 


89/43 (please mark clearly on enve- 


lope). Closing date for applications 2. 


. February 1990. 


An Equal Opportunity praclonse 

















E Relevant experience preferably gained within the private sector |. » — 


. | andconsultancy. —. 
= Good communication skills. 


| Assignments. might involve travel throughout the UK and Europe. Opportu- m 

nities for equity participation exist for senior appointments. — - su jo 

-` Applications and curricula vitae should be sent to Nick Bozeat, Director, d: 
.. ECOTEC Research and Consulting Ltd, 28-34 Albert Street, Birmingham. do 


B4 TUD. Tet: 021-616-1010 























" London SWIA iG. 








| BUSINESS 








“Ty LONDON um 


Quality serviced apartments offering best s 
value for money. Our apartments. offer a 


reat savings compared to hotels. 
me 


ully serviced, private. bathroom, etn a 


& TV, telephone, centra ae. el 
a Tourist App 


CUT THE COST OF 
YOUR STAY IN LONDON 


.] Take a fumished self-contained service apartment in 

-x | Knightsbridge, near Harrods. Fully equipped kitchen- 

“4 dinette, bathroom, phone, colour TV, central heating, 

P. elevator, Sylt 1-2 persons, bins airmail, 
‘Knightsbridge Service 


dog Ennismore G fe ay 
.] Tepi "584 4123. Telex: M o yl in 


Free Toll: 800 525 2811 (USA only} 
Mastercard) arnd/Access — 


~AMGHTSBRIDGE 
- GREEN HOTEL 


A small tamily owned hotel in Krighis- 

bridge which has been totally remodeled 
and refurnished to a high standard, 

| Suites £95 Doubles £80 Singles £65 inci 

VAT & SC. 


“A comfortable, spotlessiy kept little hotel 
fua iem ge —Egon 












For: 


Own Your Dm 
Private | 


International Bank | 


@ Offshore bank secrecy laws 


permit total secrecy. for J 


money andassets — - 


@ invest for quick profits - 


through foreign — stock 
, exchanges 


. Offshore mutual funds offer | 


; | Toll Free 
| (800) 229-7988 


| 16929 East ne Drive, 







Pho E A802) 837.7088 
a 1 837-1885 





Needs a self-starter with Upper 2nd degree and fast learning 
curve. Suitable for economist with about one. year s expe 
ence or recent graduate of exceptional calibre. a 






: 011-4413702 
| k Fax 011-441 370 8743 a= ol 
"umm NE NUN EDO NN 















: © complete pua: $1 0, 000 | 
| Corporate Stratum, Inc. | 
















Peter Wann/Bill Dinning/Said Desaque 01 -377 0055- p) 













and eal fabricatin in Latin America ‘and the largest division of a 
$3.2 Billion U.S. Multinational Company, has an immediate penin ] 
for a WORLD CLASS STRATEGIC PLANNER. & IMAR KE TIN a : 
EXPERT to assume the position of —  . ES | 


DIRECTOR, COMMERCIAL STRATEGY 


We are looking for a leader who can bring & new dimension of management 
expertise to our already highly successful business. 



















The successful candidate will have the following: 

€ Outstanding business credentials and a track record of success in strategy 
development, business planning, marketing and sales. 

m Experience in mergers, acquisitions and joint venturing in multinational 
environments. 

m Excellent people management skills and leadership abilities. : 

m At least 7 years of management level experience with a leading multinational | 
company. cif 

i Outstanding academic credentials. — | 

mFully bi-lingual English/Spanish. (Additional Portuguese preferred.) 

B Excellent executive image and an ability to grow. _ 

E The position reports to the Division President and the successful candidate 
will be a member of the Division Executive Management Board. 

m Compensation is in US$ including base pay and incentive. compensation. 
Benefits include U.S. medical and dental plans and an off-shore pension plan 
denominated in US$. 

B The location is at the Armco Latin American Division Headquarters in 
Montevideo, Uruguay. i 

m To apply, please send the following material in confidence: 

- Acover letter in English outlining your background and experience 
- Asummary of your compensation history over the past 5 years. 
- Aresume of your career and academic training. 


Please send the material to: 
Mr. Daniel M. Nickel 


ARMCO Director, Human Resources 
| | | Armco Latin American Division 
. Puntas de Santiago 1604 
11500 Montevideo, URUGUAY 


ARMCQ LATIN AMERICAN B DIVISION. 















UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT (AID) 
.. REGIONAL OFFICE FOR CENTRAL AMERICAN PROGRAMS (ROCAP) 
| seeks the followinggnvironmental advisor 


For a position with the Regional Environment and Natural Resource Management (RENARM) project. RENARM, funded with $40 million 
from AID, will work with local public and private institutions to generate and apply the rechnology essential for the sustained use of natural re- 
ES and protection of biodiversity in Central America. The participating countries are presently Guatemala, Honduras, Belize, El Salvador 
and Costa Rica. 

The position will involve varying degrees of travel to the participating countries and require fluent English and Spanish (FSI 3 level minimum). 
The contract will be for three years with the option for a three year extension. | 

Policy Advisor. Post: Guatemala. Responsibilities: Serve as technical advisor on policy issues affecting the environment and natural resources 
in Central America. Work closely wich USAID missions in each country. Travel required. Qualifications: Advanced degree in E/NR policy or 
related field; at least five years of relevant experience, preferably in Latin America. Closing date: January 31, 1990. 

Applicants: Specify position being applied for and submit CV and SF-171 to Regional Contracting Office, ROCAP/Guatemala, APO 
iami FL 34024 USA prior to closing date. ROCAP Fax No is (502-2) 345-007. us 


















Learn how easy itis to become a Certified 
Professional Consultant. (CPC) in. your 
own field. Write for free catalogue. 

The Consultants Institute 
Dept EF, 640 South Washington 
Boulevard, Sarasota, FL 34236 USA 

































BBC Czechoslovak Service 
BBC World Service is looking for a radio journalist to join its Slovak Production 
team based in Central London. The job involves fast accurate translation of 
English into Slovak, interviewing, writing original scripts in Slovak, producing 
and presenting radio programmes. 

You must have Slovak as first language, thorough knowledge of English, skill 
in translation and original writing, and a good knowledge of Czechoslovak and 
international current affairs. Degree level education and/or previous experience the 
of journalism essential. GTruUDY WORKS 


Applications are also welcome for future vacancies in the Czech Section. 





For further details and an application form write within 14 days to: | Tel: 01-402 9877 
Recruitment Office, BBC World Service, PO Box 76, Bush House, Strand, | Prepare effectively for the 
London WC2B 4PH quoting ref. 44 I9/EC and enclosing s.a.e. March GMAT. 

WE ARE AN EQUAL OPPORTUNITIES EMPLOYER | nr cuce ue MT 


MBA & GMAT 
ADVICE CENTRE 


For choosing an MBA course we supply 
rankings & guide books. To help with 
GMAT we sell the Official Guide, practic 
papers and a course on Feb 17th. 


For immediate attention esi 

Research Analyst Wii 
H . T 7] , f j l 

Policy & Planning Unit UN... 


; n ; Ambar | 
A challenging opportunity exists for a bright, analytical, self motivated person to YOURSELF arabic” Beine 
join the small team analysing the broadcasting market place and the BBC's Bulgarian Polish 










aes AR E oe Chinese Portuguese 
position within it. | ONEOF emn 
"This wiil be an intellectually challenging job demanding good acquaintance 40 anan 
with sources of information on the broadcasting industry and experience in Fi Sparush 
att ; FY a4 T ^» 3 i 34k ati t ¥ Ey * SY 3 Tw Swahih 
collating and presenting complex information in a clear and precise way. LANGUAGES German Swedish 
Familiarity with computer analysis software packages, such as Lotus 123, would ^. Tagalog 
also be an advantage. ; IN ONLY Creole sis 
This position is offered initially on a one year contract basis. Salary up to | ! beer we kish 
£19,044 perannum. _ | Hindi . Urdu 
Based Central London, moving to White City in 1990. | E | Heb Meis 
Contact us immediately for application form (quote ref. 4468/EC and enclose |, COURSES Missan © Yoruba 
sae.) BBC Corporate Recruitment Services, London WIA LAA. | scenes cute 
Tek: 01-9275799. — À To oaa RINGUS | 
J WE ARE AN EQUAL OPPORTUNITIES EMPLOYER MEME 1 | 


FREE 
CATALOGUE 











HOME STUDY COURSE in economics. - BACHELOR, MASTER, DOCTORATE 
A 10-lesson study that will throw light — IE canna DEGREE. use your a vire ege as 
on today's baffling problems. Tuition MI CRIT ct onan SY a A bold 
free—smali charge for materials. Write . Ml upon your experience. Self-paced. Send 
Henry George Institute, 121 E 30th - — Pn adl No Cost Evaluation. 
Street, New York, NY 10016, USA. - 















1-year HOTIS DIPLOMA COURSE 
(Hotel Information Systems 
—€— Management! 


l 


LEARN TO SPEAK FRENCH By | 3-year SWISS HOTEL MANAGE. 
ae NATURAL IMMERSION MENT DIPLOMA COURSE with 
TOTAL NATU ene | optional ENGLISH MASTER OF 
with French participants for 7 SCIENCE DEGREE 
- intensive days in the DORDOGNE 
Cháteau LA VALOUZE Please ask for the course brochures: 


IHTTI, international Hotel and Tour- 
ism Training Institutes Ltd., P. 0. Box, 
CH-4006 Basel, Tel. (061) 312 30 94, 


dL. Lefevre CIEL.BP.180 
7.4490 LA ROCHE CHALAIS, France 


Tei: 5391 44 28 eex: 985 216 CH, Fax: (61) 312 6035 J 





| EXTERNAL UNIVERSIT UT DEGREE 


BACHELORS + MASTERS * DOCTORATE * PLUS LAW 
Full credit for work & life experience. No residency required. 
SEND RESUME FOR NO COST EVALUATION 
LA SALLE UNIVERSITY ~ DEPARTMENT 6 
Mandeville, LA 70470-4000 USA 
Phone 504-624-8932 Fax 504-624-8931 


Progra — 


One of Europe's leading university management. Shed Cranfield's 
international reputation for excellence has been built upon providing 
ambitious managers with the skills to excel. Our courses are designed 
with quality in mind, reflecting the latest thi aking in iii dia 
development. Bor ee BN a. 

Relevant and rigorous teaching combined 






..'. with extensive personal: development activities | 
s ensure that our range: feral Management | 
. Programmes provides a unique experience, ` 
- combining evaluation of your own strengths and | 
development of your managerial talents. 

. Qur 1990 schedule includes: 

27M Young Managers Programme 

— 4 Management Development Programn 
@ General Management for Specialists 

W Senior Managers Programme 


For more information, contact - Punk 
Sparkes at Cranfield School of Management, 
Cranfield, Bedford MK43 OAL Tel: 0234 751122. 


& Cranfield 


"Schoo! of Management 


























E organisa ü 


" informal basis. 
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Nine inóntlis | Sniensive - 


development. Results. that will last ^ 


The Sloan. Fellowship: is bir an in Europe only 
atl an Punes MEET i The other two centres - 








a aoa one year : MBA BA hare | is considerable. 
practical field work in Britain, Europe and the 
USA, together with the opportunity for 





participants to examine the wide 


i issues affecting .. 
busi iness decisions. i 













| Information sion 

The next programme runs from October | 
1990 to 5 July 1991. For those wishing to learn - 
more about the Sloan Programme; a series of 
information evenings is held at. which past and 
current sloans, as well as faculty can be met on an 


For further details a the Programme and our 
next two information evenings on Monday 22 
January and 5 March 1990, please telephone Kate 
Chalk, Registrar on 01 -262 5050 (ext. 306). 

Please send me a Sloan Information Pack PRUNUS: hs 
NIME usaba cop A Tp T NP KADER OTT ENTE ind ] 


BABE Scot Aa CA RM em ce eben Re UE ONE RE ae fat os 


ACANAY AREER ALAS E AD ERAN ERATE REDO feia ARKH ERE SATE E EHO ee HEAT O EES ve eh cOnAT EA HEAP ENTE EVEN EEE ERA ERT SERED 


DAA PRETORIA ERE E EE TAA AE ZA) JA UMTS ER IE TAVERN SRE EEE EE DEA EEE SAFE EERE FETA ROTHER TNA E SD REESE )huJAavvvarkévtaote 


Telephone ....... Mop ue PS Wil hse dtt cte eave ts bonds 


The Sloan Programme, London Business School, 
Sussex Place, Regent's Park, London NWI 4SA, UK. 
Tel 01-262 5050. Fax 01-724 7815. Tix 27461 LBS KOX G. 






























The advantages a "CERAN 66" concept, ] 
— with h residential: courses : | 


2 Plus ihe constant practice | of what you have learnt, every day 
from 8 a.m. to 10 p.m., with teachers ane present at meal- 
times, breaks and in the evenings. 


3. A total of 66 hours per week of full immersion in the language. E 


Ceran is a top class school for leaders in business management 
and government. Our clients since 1975 include Alcatel AT & T, 
Canon, Deutsche Bank, Dow Corning, European Par 





arliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


We also run holiday courses in French for young people ( 3-17) 


CERAN 66 
diede courses for motivated 2 people: R 



























E Avenue du u Chateau B-4880 SPA, 
| BELGIUM Tek (+92) 87/87 71 64 


BP. " 7/2 

F-30130 PONT-SAINT-ESPR jg 

FRANCE - Tal. (+83) 66 2938 38 ipm | FAX 1492) 87777 36 29 
PAX (633) 66.3837 2 Telex 49650 ceran b 


in SA; Languagency - Te "m "m 1698 - FAX (203) 284-1827. 





For High-Tech Products, March 4-9, 
Berkeley, and Oct. 14-19, Sturbridge, Mass. 


For Service Businesses, July 15-20, Berkeley 





> Corporate Financi cial Management and 
tegy , May 13- 18, Monterey, Calif. 


> The Be wd 7 Executive Program, 
h en 300a. 26, Beikeley 


y Managing Hi gh-Technology Companies, 
March 25.30. n and Oct. 14-19, Sturbridge, 
Mass. 





ue » Management Development, July 2 22-21, 










Ub Competitive Strategies and Public 











JA Awith aunique | 
perspective on Europe 


if you're taking a Master's in international business, why not take iL in the 
. heartol Europe? 
We offer an intensive, twelve-month, D tl-time programme. in English, 
to graduates with at least three years’ professional: à : on 
Our faculty is drawn from ten different countries, : 
And our locatian in the centre of Pari s helps: attract participants fon 
all over the world. 









The melting pot that results will give you 4 new vision of Furope as a 
single entity 
Just the perspective, in fact, that employers are crying out for 


For further information contact 


EMIB ADMISSIONS OFFICE, m 
EAP - ÉCOLE EUROPÉE NNE DES: AFFAIR RES 
. 108 BOULEVARD MALESHERBES, 
75017 PARIS - | 
TEL: 4754.65. 00 (EXT 6796) - 
TELEX: EAPFRAN 640611 - ES 425746139 ^ 


:DUCATION 1990 





Berkeley 


Policies for Telecommunications 
SREE Nov. 4-9, Berkeley 


| rogram in Executive 
Conipensétion, jus 10-15, Monterey, Calif. 





Custom-Designed Pi 






Fi or wem information: Betty R: Robinson, 
Administrator, Berkeley Executive Education, 
University Extension, Dept. 587, University of 
California, Berkeley, California 94720, USA 
Telephone: (415) 642-4267, ext. 587 
Fax: (415) 643-8683 © 
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F. BALISATION 
| TWO NEW eh FOR MANAGING IN A GLOBAL ECONOMY 


— Finance: April 26-28, 1990 
 Merging Strategy w/Action: April 29- -May 4, 1990 
z forr more information. «afit or FAX | 


eb Xue Cae 2d of 
International Management 
|. 15249 N. 59th Avenue x 


. Glendale, AZ 85304. E 
602-978 715. FAX: 502970362. | 


Ir e paid oai EB ERAI ER PEAS I CPV Lb HAMA HLTA HINT RAS EV SEHE Aims ttt 


Penn State Executive Programs 
College of Business Administration 


General Management t "ro 
Executive Management Program - 
] Program for Executive Development 
| Managing the. International Enterprise 
Engineer/Scientist as Manager 
1 Financial Concepts tor General Management 
C] Management of Managers Program 


Functional Programs | 


-N | ) Human Resources Management — 


or people who want obe more effective and 
secure hale dobe or. ro 


Eam a ru te we na een ot. ‘DOCTORATE Sees by 
ualizing your a onan care "T ls. 


vinou orm cases o seminars a ou ow pace and re 
Seod detailed résumé on work tile. and. bos we ne j 
evaluation. ; 


600 N Sepulveda Bivd a € : irc 
Phone: M gren cett i82315 Fane 21347-6456 


Industrial Marketing Management Program 
| Industrial Sales Management Program — 
| Manufacturing Strategy and Technology Program 
| Physical Distribution and Materials Management Program. - 
j Strategic Purchasing Management Program 


FOR ADDITIONAL INFORMATION. PLEASE WRITE 
nn State Executive Programs 


ss Administration Building 
The Pennsylvania State University 
University Park, PA 16802 
(814) 865-3435 or FAX (814) 865-3372 


| 
E 
] 
m 
| L 
| E 
a 
|] 
j 


4 anagement, Finance 


‘Period of MBA program: October 90 - july 9 

- Language of instruction: primarily English | 

:Student profile: High potential decision makers, 

aged 28 -35, with advanced university degrees, 
H ationalities. 


© thrive on challen 


ION, INTERVIEWS AND GMAT IN 


THESEUS will organize presentations in selected European cities. 
For information and application forms: 

THESEUS oe 

BP 188 SOPHIA ANTIPOLIS 

06561 VALBONNE CEDEX 

FRANCE 


Telephone: 33 92 94 51 00 F Fax: 33 93 65 38.37 


JANUARY 13 1990. 








The etes in » Eastem m is: Mem pearen opparin for 
investment and trade, and radically reshaping the rules of international 
business in Europe. 


This groundbreaking conference provides important new intelligence, specific 
guidelines, and strategies enabling business executives and investors to 
participate in the opportunities white avoiding pitfalls and minimising risk. 


Speakers will guide participants through the maze of political, economic and 
legal upheaval and provide a framework that allows you to better identify and 
evaluate current and emerging opportunities, assess risks, determine the - 
impact of future developments, and understand the implications for business 
strategy in Europe east and west. 


Comparative assessments will be made of business opportunities on a 
country-by-country basis. Checklists for investment decision-making and 
guidelines for risk analysis will be presented. Actual case studies will be 
discussed, and strategies identified. 


Keynoter is Dr Zbigniew Brzezinski, tormer National Security Advisor, and 

author of The Grand Failure: The Birth and Death of Communism in the 

Twentieth Century. Other speakers are leading experts from business, 

finance, law, tax and ar consulting, and Eastern European and Us 
| Qoverrhents. RS 




















TE Sponsored by: 
i Global Conference Network 

| 44 Montgomery Street, 5th Floor - 
| San Francisco. CA 94104. 


| For further details call or write: 
|. Tel: 415-955-2745 (8am-5pm a 
| Fax415-397-6309 (24 fears. 
d. Telex: 279004. | 






February 21- -22, | 1990 
Waldorf-Astoria Hotel 
New York — 








DOING BUSINESS WITH THE SOVIET UNION 














OUTLOOK FOR A NEW DECADE 
APRIL 3-5, 1990, HOTEL MEZHDUNARODNAYA, MOSCOW 
| Business International, in cooperation with the Soviet Chamber of 
cP Commerce and Industry, is pleased to announce a special conference 
cF in Moscow to help companies deal with the complexities of the rapidly 
| changing Soviet Market. Senior Soviet bankers, economists and trade 
~ Officials, as well as leading Western business executives, will be 

» speaking at the conference on: 
"U* HOW DO THE LATEST REFORMS AFFECT DAY-TO-DAY BUSINESS? 
WHAT ARE THE BEST MEANS OF CONTACTING SOVIET BUYERS? 


* 
* 
* HOW TO ORGANISE DIRECT MAIL, ADVERTISING, EXHIBITIONS? 
* 
* 





WHAT'S THE OUTLOOK FOR FOREIGN TRADE? 


^ Please së ore information's on the conference 
DOING BUSINESS WITH THE ae UNION. 






————M——————————O—— 


Retum to: Julia Mart, Content 


London WIA IDW, Tel: 01 493 6711, 
Fax: 01 491 2107, Telex: 266353 












Business International Ltd, 40 Duke St., 








Yes, learn the aei of your choice in thé 
country of your choice in your private 


teachers home. 


HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. 


“The TWO essential courses for 








Private Bankers & Investment 
| Advisers? . 





“World Investment 
Markets for 
: A Private Bankers" 
1990 venues: Dubai, Hong 
Kong. London and Cayman but wanting more detail " 
Islands. All courses 2 weeks, knowledge. 1990 venues: 
except Hong Kong 1 week. 


"Investment Markets Briefing" 
A 3- day course for.private 
investors or those working 
with investment managers, 


Dubai, Hong Kong, Londua. 


Full details from: Investment Education Plc, Regency Court, 62-68 Deansgate, 
Manchester M3 ZEN, U.K. Tel: (0)61 833 8658. Fax: £006: 632 0131, or(0]1 493 a280. Telex: 665474 


& p SC 


LUXURY SERVICE APARTMENTS | 


CENTRAL LONDON 


Well sited for theatres, business and late night | 
| shopping. Individuality furnished studio and 

one bedroom apartments for rental from £220. | 
ito £550 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


US IMMIGRATION 


Licensed US Attorney 


| Legal counselling for individuals 


and corporations wishing to immi- 
rate or do business in the US. 
Multilingual. 

Daniel A. Austin 
Attorney at Law 


| 1301 West 22nd Street-Suite 807 


Oak Brook, iL 60521-2077 USA 
. Tel: (708) 571-1734 
Fax: (708) 573-8540 


THE 
ECONOMIST 


| Ear information about 
fied advertising 


^ contact 


-Elizabeth Bisson 
The Economist Newspaper Ltd 
25 St James's Street 
London SWIA IHG 
Telephone: 01-839 7000 
Fax: 01-839 4104 
Telex: jpa ECON G 


Nicki } Barth | 
The Economist Newspaper Ltd 
10 Rockefeller Plaza 
New York, NY 10020 
Telephone: 212 541 5730 
Fax:(212) 541 9378 
Telex: 148393. 


~ LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


| FULL DETAHS: TEL 01-225 0184. FAX 


01-225 0280. TELEX 893095. 


US REAL ESTATE 


As lawyers and investment 
bankers we advise, evaluate 
and arrange real estate and 
business acquisitions. 


Amerivest A York-Miami. 


Tel 305 6254. Tele 


159264508. 


| ZURICH-ZURICH-ZURICH 


NHOFSTRASSES2  - 
YOUR ees AWAY FROM HOME 

@ Office/Secretarial Services 

@ Company/Fiduciary Formations 

@ international L/C Docs/invoices 

€ How to do business infor from 

Switzerland. 

Business Services Consult Corp 
Bahnhofstrasse 52, CH-B022 Zurich 
Tet: 01/211.92 07. 

Fax: MIO Telex: 813 062 BSIC 


Obtain US Immigration threugh purchase of 
secured and weil-rewarding real estate or 


-$ opening of American branch companies, etc. - 
4 ALL MATTERS HANDLED BY A LICENSED US 
= ATTORNEY/PhD ECONOMIST. E: 


i | Visiting Hong Kong, Taiwan, "Thailand, | Paki- 


stan and London during February. 7 
Contact: Edward P. Gallagher, Attorney-at- - 


_ | Law, PO Box 70302, Washington, DC 20088 
|j USA. Tel: (301) 299-7268. Fax: (301) 983- 
439. dfi 









































PROMPT BUDGETS/CASH FLOWS. 
FCA/FCMA service via fax 0823- 
433874 (24hr tel 432420). 





2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 KI éoménous, Ath- 
ens 10675, Greece. | 








MARBLE ARCH: & KNIGHT SBRIDGE 
Selection: of luxury: studios, 1 & 2 Bed 
Flats from £280/£420- pw. Long/short 
et. Tel: 
3636. 





OVERSEAS POSITIONS. Hundreds of 
-paying positions. All occupations. 





Free details. Overseas. Employment 
Services, Dept EC, PO Box 460; Town 
id Mt Royal; Quebec, Canada. H3P 





s “arch - 800 ps. 0 (index) 4 4 Phe E 


“ft ideas. ‘Books’, Box 248, Man- 
chester, MA, USA. 











IMMIGRATION TO BRITAIN 


Do you naed sound advice on UK immigration 
matters? tf so, come to the Professionals. 
:Former senior officials of the UK Immigration 
Service will assist with every aspect, including 
business investor cases. work permits, over- | 
“Seas company representatives and all individual : 
requirements. Further details from: ; 
Cooper Associates, Suite 316, Premier 
"House, VIT (ace Londo SWIP. Tel: 
(01) 222 8858. Fax: (01) 222 5358 









INTERNATIONAL 
PROPERTY f 












- ANTIGUA, WEST INDIES 
|. Well established! beachfront apartnient development f} 
Cafers Tor sae blocks of 2 or 4 two-bedroom 
ignia Excellent investment particularly. for 


investors with longterm interest inf. ©» 


[eati will provide ongomg 
sagen Services. 
< interested im purchasing, try us for a quiet, 
cnp vacation. 






| qum a. Tix 2069, Fax 809 462 4140. 











| CU YORK Ci Gn ! 
-PARK AVENUE - 


Finest: (prewar apartment, 2,700 square feet, 










ster bedrooms, 234 each 







ght, Move-in condition. Price $1,600,000. 
“Offered exclusively by Dorothy Langan at 
/: Douglas Hliman Inc. Office phone 

“9405, Home phone (212) 534-3886. Fax 
12) 891-7233. 














WSWITZERLAND] 


Purchase by foreigners authorized. 
Lake Geneva 








01-723 0707. Fax: 01-487 


n rooms. Living room, marble wood |  . 
irning fireplace. Formal ging room. Three ob ~ 
$ arge Kiichen T... 
and servants quarters, High ceilings, excellent f 


(212) B79 Poo 





PAN-EUROPEAN, World Federation of 


Europeans (by birth or descent). Box 
peo N. Palm Beach, FL 33408 USA. 





START an. Import/Export Agency. No 
capital or risk: Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55. 
exei -ia EH TAY, Scotland. 











"QUALITY SHIRTS individually made to 


measure. 300 fabric samples and bro- 
chure. Seymour Shirts, Freepost Dept 
29, Bradford BD1 1BR. Tel: 0274 
726520. 











regions and in Africa. 


Constitution: Street, 


jet, will travel. Multimate & Wo: 
5 compatibility. Speak to James O Oliver 


RENT-FREE HOLIDAYS. Fine houses 
for exchange in 25 countries. World- 
wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. Tel: 01-589 6055. 





A COMPANY OF WRITERS LTD. Ex- 


perienced freelance writer (BSc) able 


to undertake all- manner of assign- 
ments: training & corporate literature; 
report writing, scripts, etc. Good re- 
search & interview skills av Laser- 












on 01-379 0733 or write. 12 Neal's 
Yard, Covent Garden, London WC2H 
9DP. 








is the EAT institution ofthe European pao jf i he. — 
long-term financing of projects inmember states and i in more - 
than seventy countries in the Mediterranean, Caribbeen, Pacific 


For its Research directorate i in Luxembourg it it is seeking 


1 ) for the Department of Economic Studies within the Community (Pet ET9 9003) 





. Tasks: 





ists 


in a team he will be required: 


[I to develop the level of economic expertise i in 1 the Bank i in the a areas s of his competence; 
LJ to carry out economic evaluations of investment projects and programmes, and for 
some member states to monitor their economic Situation and their structural policies, 


particularly i in investment and regional one Ssues.- 


. Qualifications: 


specialisation or experience in micro-economics inan area such as industrial, regional or 
- environmental economics would be preferred along with at least 4 years professional ex. 


perience in applied economic analysis. 





Tasks: 


Ui withina pluridisciplinary team to evaluate the economic c aspects of investment projects, | E 
` mainly located in Africa; pi 
Cland to elaborate sectoral and macro-economic studies on the financial and economic 


es 2) for the Department of Economic Studies outside the > Community (Ref. ET 9004). 


Situation of these countries and investment programmes. 


t Qualifications: 
spe 





T reference to: 


cialisation in development economics with at least 4 years experience of sectoral or r pro- 
ject economic evaluation i in developing countries, preferably on the spot. 


. These posts require a high level of economic studies to 
sound judgement, common sense, an aptitude for teamwork, availability for travel abroad 
and an ability to analyse rapidly and prepare notes and syntheses Clearly and concisely. - 


The Bank offers good conditions of employment, competitive remuneration and well- 
developed welfare programmes and is an equal oppor 


Candidates with the nationality of a member state of the Community, and with good 
knowledge of two Community languages of which one must be English or French and aged 
28 to 33 years are invited to send their curriculum vitae with a photograph, quoting 








for collaboration on “A 
. Venture. Box No 3684, The 


-START YOUR OWN 
IMPORT AGENCY. No risk 
-proof business. We sh 
Personal service. Established 1 
‘offices worldwide. Free informa 
pack: Wade World Trade Ltd, D 
^2C24, Wade House, Queen: Stree 
Swindon. Tel: 0793 613161. Fax: 

. 619527. 


nasters or doctorat level, as well as o 


unity employer. 





Newspaper Ltd, 25 St Ja 
London SWIA 1HG. 





" EUROPEAN INVESTMENT BANK 






ountain resorts. 





L-2950 LUXEMBURG. 


Recruitment and Training Division, 
boulevard Konrad Adenauer 100, 


Candidatures wili be treated in strictest confidence. 









BUSINESS & PERŞ 3 


| ITALY. CASTLES IN THE 


SK Ya villas in the vineyard. The best 
city or. country rentals all over ITALY. 
American specialist based in Rome will 


















COMPANIES | 


help design the perfect holiday. INTER- 
NATIONAL SERVICES, Piazza di Spagna 
35, Rome, Haly. Fax: (011-39-6) 684- 
0d43: tel: (011:39.6) 474 6439. in US 
em 794 1534. 





“HOW TO LEGALLY OI OBTAIN r | 
SECOND FOREIGN PASSPORT - 


SECOND PASSPORT OFFERS 

| MORE FREEDOM GREATER SECURI- 

INVESTMENT OPPORTUNITIES 

| AND CAN HELE TO SAVE TAXES 

| The exclusive. PASSPORT REPORT is 
the most up-to-date A ng on M 



















USSON E 
COLIN FOSTER 































OVERSEAS COMPANY __. | passports from legal 
. REGISTRATION AGENTS LTD. id [5 giae diri and often oneec y (if not not 
COMPANIES HOUSE countries examined in detail. 
TOWER STREET Money back guarantee if not completely 
B ISLE OF MAN £60 £60 (US$100) + , : Airmail £12 
$$20) extra or surface tree. Or details 
. TEL: 1.800 2834444 (TOLL FREE IF Nom Seopa DAR LBL BOR MOIS RE 


PHONING USA). Murray Roa Road, Honden, Hanke POSSUL, 


TEL: 0800 269900 (TOLL FREE) Dedi dd udis b. ene ar s 
0624 815544, TELEX 628488. coepted. Tel: (0705) 592255. Fax. 
FAK 0624 815548 | (0705) 5€ canara 



















USAT TORNEYS_MUL TISTATE CAPABILITY 
Corporate Formation, Business Organisation and Acquisition, 


Financing, Taxation, Distributorships, and Commercial 
. Transactions. 


WEBER NEVILLE & SHAVER- 


Two Greenwich Plaza—Suite 100 
Greenwich, Connecticut 06830 USA 
Tel: 203 622-7640 Fax: 203 622-1533 

















..Wehavethe 
numbers to prove it. 
North America's £1 management 
training organization is seeking 
additional representation for many 
countries in Europe and Asia. Join a 
worldwide network with 300,000 
clients in 35,000 companies. 
Confidential inquiries regarding 
Master Franchises to: 

















PRIORITY 
MANAGEMENT" 
Broadway Plaza, 

M5-601 W. Broadway 

Vancouver, B.C. Canada VSZ 4C2 
(604) 879-6121 Fax: (604) 879-3394 











| Cost ef lective aparts T.V tel maid 




















: ^ Us HOUSING EXPORTS 


Largest. custom builder in Virginia will 
containerise and ship homes to your loca- 

tion. Many models to choose from or send 
us your plans for bid. 


Call or write for free brochure. Northern 
Counties Lumber Inc, Route 50 West, PO 
Box 97, Upperville, VA 22176. Tel: (703) 
592-3232. Fax: (703) 592-3552. 


APARTMEN 


WITH ALL THE COMFORTS] 
OF YOUR OWN HOME] 


New Year, January Sales 
tres, and much 


RACEHORSE 
TRAINER 
requires owner for 
steeplechaser with good 
winning form 
Tel: 056 886 253 


service - call or send for details . 
Perfect for business or leisure 
SERVICED APARTMENTS 
26/27, Collingham Gardens 


Plea SWS TEL: 01-835 1144 
01-373 969 Telex: 918595 











| MMC INVITES EVIDENCE n 
ON BRITISH STEEL'S 
ACQUISITION OF 
C WALKER & SONS 
(HOLDINGS) LTD - 


The Monopolies and Mergers Commission would 
like to hear from any person or organisation with 
information or views on British Steel PLC's 

roposed acquisition of C Walker & Sons 
[Ho oldings) Ltd. 

The Commission will be studying the possible 
effects of the acquisition on the steel stockholding 
market. 

The Commission would like evidence in writing 
by Friday 26th January 1990 to be sent to: The 
Reference Secretary (British Steel/Walker 
Inquiry). Monopolies and Mergers Commission, 
New Court, 48 us Street, London WC2A 2JT. 


SOLVAY & CIE 


The Directors of the Company have declared an Interir 
Dividend for 1989 of 100 FB net on Bearer Shares 


Payment will be made by Belgian Franc Draft, or, in 

Sterling at Bankers Sight Buying Rate for BFs on day of - 
presentation of Coupon No 44 at the offices of Schroder 
Investment Management Limited, 36 Old Jewry, London 

EC2R 8BS or Banque Belge Limited, 4 Bishopsgate, 

London EC2 between the hours of 10am and 2pm 
(Saturdays excepted) on or after Tuesday, 23 January 
1990. 


UK tax will be deducted from the Net. Dividend unless 
lodgements are accompanied by the necessary affidavits. 


Payments can only be made to persons residing outside 
the Belgo/Luxembourg Customs Union. 


Under the terms of the UK/Belgium Double : Fascallón 
Convention shareholders residing in the UK are eligible | 
upon submitting a duly completed form 276 Div (GB) to a 
partial reimbursement of Belgium Withhol Iding Tax equal 

to 13.33 per cent of the Ne Dividend. - : | 
quired can be obtained from the 
above-mentioned agents.  ... > IE Ro 

































CONOMIC AND FINANCIAL INDICATORS 


j ou PUT, DEMAND AND JOBS West Garnany s industrial productíon increased by 5.1% in the 12 
-months to November, up from October's 3.3% increase. Also in the year to November, West Coffee prices fell: 
~ Germany's retail sales climbed 3.096; in December its jobless rate edged down to 7.8% (compared * 40% in the second ha 
with 8.3% a year ago). In the same month America's unemployment rate remained at 5.3% (where — 1989 after the suspension of export quot: 
it stood in December 1988), while Italy's was unchanged at 10.8% in November (compared with The market free-for-all enabled Brazil to sh 
10.9% a year before). Canada s industrial production fell by 0.6% in the 12 months to October. — 10.7m 60-kg bags of coffee—the bigges 
% change at annual rate | second-half shipment in 19 years. For the : 
industrial production GNP/GDP retail sales [volume] unemployment % rate. year as a whole Brazil's exports totalled. 


3 mthst 1 year 3mthst 1year 3mthst 1year latest — yearago - 18.3m bags, compared with 17.1m in 1988. 
3 123 w 128 4u 3138 BO ^ ^59» ^e ^  Dutits earnings fell 18% to $1. em because 
[4B à4498 aq ve ve +439 1 386 xi — 102 «^ 109 — E depressed. world prices. Brazil's 'stocks 
— 06 oc +23 +235 m — 09 = 11 ox 78 Now 77 are now falling fast. This year's crop will be. 


à EE E E EE EE 


+52 of +24  -32m — 44 +11 ott 95 o 102 only 22m bags, compared with over 40m 
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y+ 18 +54 we ~21 +393 0 +45 +30 hw — 789 ^ 83  bagsin 1987, while early estimates suggest - 
| +19 oe +15 *47m 1102 ^, * 8! Mat —— 56 o 61 — that 1991's crop will be less than 30m bags. 
4195 TR @ T3931 m, 09 6r, DB T. 109 Nonetheless, Brazil is shunning a scheme 
CEGB CSI BR xm T s x US TAR S, - E E — si ee = = cae devised by Central American producers to 
bus “a 28€  àoF38 083 9 d3o* 1d hold back 1596 of their output. 
~ 456 qm +20 +290  -—25 — 28 xt 05 sw — 07 00 | 
ree P241 $1908 31) 005 —. BBje 75, MM n uM m 
Dee +11 ow +30 +30 m +28 +07 mw 53 o 8S month — year 
iè e index deflated by CPi. $1988. T New Series. Dollar index | 
PRICES AND WAGES American workers had a pay rise of 4.196 in the year to December, Food 983 983  -^ 14 -180 





equivalent to a real pay cut of 0.696 after allowing for inflation. West German wages climbed 4.096 — 

Ps LI Eq s iini . 1479 1498 +03 —218 

in the 12 months to November, a real pay rise of 1.1%. In the same period Dutch wages increased ~orn a 

by 1.5%, or 0.3% in real terms. Sweden's wholesale prices climbed 5.7% in the year to November. Metis 1571 1598 + 01 209° 

In December Belgium's 12-month consumer-price inflation rate stood at 3.6%, Holland's at 1.3%. Stering index — ^ 

k^ change at annual rate All items 97.1 96.2 — 22 —1541 
consumer prices" Wholesale prices" wages/earningst Food. 78.5 762  — 16 —126 

1 year | 
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— Industrials | 
All 439 1150  — 16 -—216 |. 
 Niatt j038 1042 -12 —31 | 
Metas — — 1210 1226 — 16 -—297 
$peroz — ^ 401.10 403. 75 442 —23 of 
Crude oil North Sea Brent | "om at 
$ per barel — — 2060 à— 2030 -— 32 1259 


d wage rates in manufacturin rg exon Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 


$ Provisional’ ++ Non-food agriculturals 
K, monthly earnings for all employees. a" 



























w POPULI TION Although growth in the 
world's population will slow over the next 35 
years, the World Bank still expects the total. 
to rise from 5.3 billion in 1990 to 8.4 billion in 
. 2025. Asia now accounts for 60% of the 
- world's. population, a share. forecast to be 
` unchanged in 2025. But its population is 
-expected to grow from just over three billion 
: to almost five billion. Europe's share of world 
- population is expected to decline from 16% 
. to 1096 by 2025, and America's from 14% 
to 1296. Africa, now home to 650m people, 
. is the fastest-growing continent. In 1980 it. 
` accounted for 11% of the world's popula- 
. tion; by 2025 its share could rise to 1996. 
: But while the World Bank thinks Africa's 
. population will be growing by 2.696 a year in 
: 2010, some aps researchers estimate its 
| grow will have Ebo to a halt. 











Bi EXTERNAL BALANCES dn 1990 the. OECD. WORLD BOURSES. Frankfurt surged 4.0%, thanks to strong foreign buying. Despite a cut in prime 
expects West Germany's current-account | rates, New York lost 1.6%. Tokyo dropped 2.5%, amid fears of a weakening yen. London rose by 
surplus to exceed Japan's in dollar terms. | 0.1%, having earlier reached an all-time mgn, The world index lost 196. 






















































West Germany ran a current-account deficit | Stock price indices | "e Change on 
of 1.7% of ane in 1980. By 1985 this had Jan 9 I E E one one record 31/12/88. 
become a surplus of 2.6%, and this year its. high M we — "PS ee NON 
Surplus 2 forecast lo be 3:4% of idi Australia — 16906 17818 14129 - 422 +126  -—267 4137 +47 ~~ 
Japan S surplus is expected to shrink from Belgium 65641 ^ 68053 ^ 55193 4 11 i 168  — 35 ^ 11798 OP 
3.7% of GNP in 1985 to 2.1% in 1990. | Canada — 39524 — 4038 — 3308 — — 13. * MJ — — 38 — 31172 05 — 
America's deficit is set to fall from 2.896 of | France — 5451 5616 3 4179 X -— 14 4 249 -— 29 4312 4887 
GNP in 1985 to 2.1% this year. Over the past | W.Germany — 22907 22913 15957 +40 +361 nl +387 4463 
-. five years Britain, with an estimated deficit of. | Holland — ^ 2021 ^ 2105 ^ 1667 -09 +192 ~ 40 &— 4219 ^ 4285  — 
3.4% of cop in 1990, Spain and Portugal are. | Hongkong — 28222 à 33096 à 20936 ^ 06 ^ =~ 04 ^ —285 +50 +50 
the only countries to have. switched from e eode e maig Wd iP CR C 2$ ma pag 
ieit- inntann + att i apan — 2. - 22. — 2. ; l 
ups to deficit foetan, hurt by the fallin | PEE a — ius at ris ae 
eficit this year: 4.8% of GDP. in 1985 New | Spain 298.4 328.9 2086 +03 + 87  - 93 +87 4120. 
Zealand ran the second-largest deficit (be- | Sweden ^  . 45428 46603 33339 4 69 7 302 — 25 ^ 34319 4817... 
hind Greece): 6.8% of app. in 1990 itis set | Switzerland — 7773 8291 6131 +22 4 253  -— 62 4287 4267 
to have a surplus of 0.496. UK — — 24963 24637 . 17828 +01 4327 =~ 11 4359 4242 
m USA 27660 28102 21446 — 16 4261  -— 16 4275 +27.5 
Worldt — 4944 5690 480.7 — 10 MOM o0 — 139 7 1199 — 9. 


cst mp MEN ital ceca Duaci at ucc csset ais 
MONEY AND INTEREST RATES America's prime lending rate fell from 10.596 to 1096. West 
Germany's long-term government bond yield rose by a quarter of a point. France's broad money 
supply grew by 8.5% in the 12 months to September; its narrow measure by 10.2%. 











Money supply . — Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3 months — long-term 3 months 
Australia + 37 — 4247 vv 18.00°* 17.33'* — 20.50'* 17.00'* — 1200** 13.00'* 17.13 1379 
Belgum +48 +79 o 1038 1040 1275 1025 9.95 984 1056 9.78 
Canada +23 +120 mv 1250 1223 1350 1220 972 10.55 1206 10.43 
France +102 + 85 sp 1050 1131 1100 11.50 9.97 1014 11.38 1053 
W. Germany + 48 +48 on — 770 830 1050 830 800 8.00 850 — 7.92 
Holland +69 +144 863 888 10.25 888 813 873 881 8.09 
italy — - +97 +87 o 1275 1325 1400 na 1220 1194 1298 11.74 ^ 
Japan — 14 +99 w, 631 595 488 204 617 637 688 6.19 
Spain — 140 _ +13.5 sv 15.96 1593 1625 — T75 — 1847 — 1451 — 1560 — ma 
Sweden na + &7 on 1230 1295 1300 1265 1325 1412 1250 1304 
Switzerland — 5.1 + 60 se 975 938 11.00 850 589 649 944 6.95 
UK + 57 +175 ww — 1400 1509 1600 1509 10.26 1212 15.09 1164 
USA —  -* 04 +33 w 819 808 ^ 1000 813 ^ 806 ^ 904 825 868 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day interbank 15.0%, clearing banks’ 7-day notice 4.0%. Eurodo 
rates (Libor): 3 mths 8.2%, 6 mths 8.2%. 
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E excep! TUK MO; M: M3 except Beigium, Holland, Haly and Sweden M2, Japan M2 plus CDs, UK MA, Definitions of interest rates quoted available on request. 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
' ANZ Bank, CSFB, The WEFA Group. ee rates are indicative only and cannot be construed as offers by these banks. " *Last weeks rates. 


TRADE, EXCHANGE RATES AND RESERVES The dollar's trade-weighted value fell 1.2% during the week; at one point it dropped to DM1.66, its 
lowest since April 1988. Japan's current-account surplus fell to $61.5 billion in the 12 months to November, compared with $79.6 billion in 1988. 
Australia's current-account deficit was $15.9 billion in the same period. The table shows new figures for reserves in November. 





trade halancef current- — trade-weightedti currency units per$ currency units foreign reservestt 
$bn account exchange rate $bn 
latest. latest 12 balance $bn 


months latest 12 mths latest year ago latest year ago per £ perSDR per ecu Nov X year ago 
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Japan, UK and U and USA imports fob, exports fob. Alt others cif/fab. tt Bank of England index 1985 = 100 New series. tt Excluding gold. **October 11988 | 
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i|. WANG ETALE 
III It's instant access 

| to original Ming 

and Ching Dynasty 

masterpieces. 


When you need to refer to priceless 





historical manuscripts every day, nor 
mal wear and tear is something you 
can t afford 

In R.O.C. Taiwan, the Fu Ssu-Nien 
Library at the Institute of History and 
Philologv Academia Sinica has found 
the answer Wang Integrated Image 
Systems (WIIS) 

Their WIS allows scholars direct 
access to over 120,000 original Ming 
and Ching Dynasty documents. The 
irreplaceable manuscripts are completely 
safeguarded against harmful handling, 
environmental factors and possible 
accident. So they re preserved for future 
generations to share 

Wang Integrated Image Systems are 
the answer to all vour document storage 
and retrieval needs. To find out how 
WIIS can enhance the accessibility and 
security of your companys most 
valuable files, contact your local Wang 
Office today 


WANG 
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In Malaysia, as construction management `- 
advisors on the North-South Toll Expressway, 


Taylor Woodrow Intemational have got the green 


light to help steer this major project through * - 
. varied terrain, from thick low-lying icc: 


to steep rocky hills. 


valued ái-arounacelrbilem Gad with juo 


hundred bridges, forty-seven interchanges, and 
thirty-five toll plazas, this new road will cut travel 
time between Penang and Singapore from 
twelve hours to six. 

The Expressway will open up new areas for 
agriculture and industry- and stimulate the — 
economic development of Malaysia. 

Meanwhile in Kuala Lumpur we have 
completed the new British High Commission, 
recently opened by Her Majesty the Queen. A 
new General Hospital at-Penang Is under way 
and the spectacular. galleried 173, 500 square 
foot Weld Supermarket is already completed. 

All this proves we Te, well equipped to 
handle a variety of projects. - 

- That's why Taylor Woodrow is an inter- 
national force in four related business areas — 
construction, housing, property and trading. 

. ln construction, we're a leading building 
and civil engineering contractor offering a wide 
range of services from conventional contracting, 
design. and management to consultancy. 

in housing, our quality developments 


bring success in Australia, Cariada, Spain, .UK 


and USA. 

In property, our success Is due to carefully 
developing a high quality portfolio and being 
very selective in the disposal of our assets. 


And in trading, we meet industry's neéds. 


for many products from videos to tools, and 
aggregates to ready mixed concrete. 
In all four sectors we're a driving force. 


‘And who knows which turning we'll take next. 


For further information, please contact 


Trevor Jones, Taywood House, 345 Ruislip Road, Southall, 
- Middlesex. UB] 2GX.Tel. 01-575 4411. 


TAYLOR 
WOODROW . 





“Skill and technology 
puling together worldwide. 
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Andi the most hospitable financial climate 


may not be close to home. 


Yesterday, globalization was a word. 

Today, it's a reality. 

As the world's markets have become unified, so should 
a banks ability to take advantage of them for you. 

Today, Bankers Trust can move effortlessly to wherever 
the climate is most favorable to each element of your transaction. 


A swap in London, a private placement in New York, 
yen from Sydney, dollars from Zurich — we can put the pieces 
together swiftly and efficiently. 

Long ago, perfecting our ability to take advantage of the 
global market became an important part of our merchant 
banking strategy. Today, we run a single, integrated book of 
worldwide business that encompasses New York, London, Tokyo, 
Hong Kong, Sydney and Zurich. 

Yesterday, many markets. Today, just one. That dramatic 
change is exactly reflected in the way merchant banking goes 
about its clients business. 


BBankers Trust Company 


Because today isn’t yesterday. 


FCconomist 
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Putting Nazis on trial - 


Sig—lImmanuel Kant once said 
that if a murder were committed 
on a small island, all of whose in- 
jabitants save the murderer 
'e then scattered around the 
obe so that no further bad con- 
‘quences could flow from the 
illing, the crime must still be 
unished. For Kant it was simply 
matter of "justice". Your lead- 
ron prosecuting Nazis (Decem- 
er 16th), claiming it to be "es- 
tially a moral decision”, takes 
e same position. 

You list a series of arguments 
ainst prosecution (the slim 
rospect of conviction, the lapse 
f time since the crime, the age 
| health of the would-be ac- 
sed and the lack of any threat 
now pose) while omitting 
rs such as the credibility 
i. trials lend to neo-Nazi 
ups and the sympathy engen- 
ed by such Eugene You 





dy Bises is Tes go cut 
than that. | 
- Over 200 years. ago Jeremy 
entham said thát punishment 
; itself an evil and could be 
stified only by consequences of 
er good. Such utilitarian 
ghts lead me to ask two 
tions. First, how can you be 
sure of your moral position 
you would expend great re- 
'urces in a show trial of several 
ogenarians when today the 
mers Rouges effectively have 
at at the UN, and the United 


| Short Hills, 
A New Jersey 
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States is busy restoring ties with 
the same Chinese leaders who 
only last year slaughtered thou- 
sands of their brightest students? 
Second, is there any irony in the 
fact that of the two great think- 
ers mentioned above, it was the 
German who demanded retribu- 
tion and the Englishman who re- 
sisted such claims? 


Kowloon JAMES ALLAN 





Sirn——Nazis are guilty of the most 
horrible crimes ever committed 
by any civilisation. Although 
some may see it as 300 harmless 
men just living their lives out in 
peace, one must never forget. 
There can be no excuse made; 
all Nazi war criminals must be 
brought to trial and made ac- 
countable for their past actions. 
Their crimes have made millions 
endure tragedies beyond de- 


scription. None deserves to live 


out his life in peace. 


ee 


Sir—Don’t you think it is a bit 
late to introduce legislation con- 


cerning war crimes committed 


50 years ago! 

A strong case could have been 
made 30 or 40 years ago—but 
where was Britain then? 

Tel Aviv Uri PELED 





Good for you 
_Sir—-New York's Ed Koch (Let- 


ters, December 2nd) raises some 
challenging ideas as to how 


KENNETH ÁLTER 
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that he digresses ir into misleadizig - mai 


comparisons between narcotic- 
drug abuse and alcohol use. 

The comparison, too often 
glibly drawn, between the tragic, 
criminal area of drug abuse and 


the sensible, sociable consump- . 


tion of alcoholic beverages, 
bears no reasonable analysis. 

In most societies, alcohol is a 
legal, socially acceptable product 
enjoyed sensibly by a large ma- 
jority of people. Part of human 
society for over 5,000 years, alco- 
hol continues to be a pleasurable 
accompaniment to many social 
activities as well as providing 
some health benefits to most 
users. | 

Contrast this with illegal 
drugs such as heroin, cocaine 
and crack, which are wholly anti- 
social in effect. Their continued 
use can only cause ill health, if 
not death. And their trade is in- 
extricably linked with severe 
criminal activity. No reasonable 


logic can equate the moderate al- 


cohol consumption of the major- 
ity of Americans with the catas- 


trophe of drug addiction that so - 


rightly concerns Mr Koch. 
This is not to ignore the real 
problem of alcohol abuse. That 


it affects only a small proportion 


of drinkers does not lessen its 
importance as a minority prob- 
lem—which the drinks industry, 
with many other bodies, contin- 
ues to address. To use this as a 
basis for strained comparisons 
with narcotic-drug abuse almost 
trivialises the horrendous prob- 
lem the latter. rin As Mr Koch 
observes, the real drugs crisis re- 
quires radical and bold thinking. 
We should concentrate on that 
rather than getting sidetracked 
by unrelated issues. 

PETER MITCHELL 
London Guinness 
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Subsidising health care - 


St&— Your account of America's 
troubled health-care system was 


perceptive (November 25th). 


The private sector (health-care 
providers, employers and the 
carriers of their financial cover- 
age) subsidises the loss due to 
underfunded ^ patients — with 
Medicare and Medicaid, as well 


as the unfortunate 37m Ameri- - 


cans with no cover at all. 
This informal “tax” is not ac- 


PU companied by mechanisms giv- | 


. ing those taxed much influence 
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inappropriate services and too 
few preventive ones. 

Inevitable, in my view, is a 
managed-care solution that gives 
broad and reliable access to qual- | 
ity care, emphasising preventive 
services; increases payments by 
individuals who can afford to 


pay; and gives physicians and. 


hospitals incentives to deliver 
services cost-effectively. 

One error. Maxicare did not 
"go bust". We arrange health- 
care services. for more than 
375,000 enrollees in seven states 
and pay out well over $400m a 
year for health-care coverage. 
And we expect to emerge from 
reorganisation in 1990 as a fr 
nancially strong competitor. =. 





Sik&— Your. article on Bangkok 
(December 16th) sneers at Gen- 
eral Chamlong Srimuang for 
sleeping on the floor. But Gen- 
eral Chamlong sleeps on a bam- 
boo mat, as do millions of Thais. 
Your wtiter sounds like a Lon- 
don provincial to whom all non- 
Anglo-Saxons are quaint and ex- 
otic. He expects peasants to 
sleep on water beds? 

General Chamlong sleeps on 
a bamboo mat because it is com- 
fortable in the tropics, where 
bedding makes one perspire, 
and to demonstrate his empathy 
with the ordinary Thai people. 


Hua Hin, E 
Thailand . MLE. DRAPER 





























Special Report No. 2013 
India's Motor industry: 
Outlook to 2000 | 


As india begins vehicle exports to Europe, 
this new report analyses the changing 
situation of the country’s motor industry 
and examines its potential over the next 
decade. it draws attention-to the limi 

of the manufacturing: 
highlighting the én 


are the Ies a genesik 
to do business in. India? 









Price including postage: UK & Europe £265; 
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rironment. The successful candidate must be an innovative and energetic developer of sound 
Existing management is good, so the job will accent business development and marketing for 
tunities. Marketing strength is therefore also important. Continued efficient management of 
existing operations is necessary. | um x NE 
Salary will not be a barrier to the right person who is unlikely to be currently earning less than US$150,000 and 
possibly substantially more. A full and attractive expatriate package with term contract will be offered to the 
right person. | n M | 
Interviews with potential candidates will be arranged in London, the Far East and the Middle East during 
February. Replies please, which will be treated in the strictest confide nce, to: 
| The Managing Director, - 
_ The Ivy League Consulting Group, 
GPO Box No 4AH, . 
London W1A 4AH 
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_ Director Ol 


City l c.£100,000 + benefits. 


Our CI substantial international professional practice: . promotion and advertising of the Firm. | ; E 
which is putting in. place a newly developed organisation and Ideally, candidates should have at least 10 years’ experience, 
management structure. The key role of Director of Business either as an Economist or in Corporate/Strategic Planning gained: 
Planning has now been identified in order to assist the Partnership. within a service industry, a professional practice or consultancy and 
in achieving its medium to long-term objectives, whilst ensuring they should have the ability to make. sound judgements. in 
that short-term business and profitability targets are maintained. evaluating market trends and developments. They will have strong 

The Director of Business Planning will participate in all academic backgrounds, probably with a second degree or an MBA, 
meetings of the Partnership Board and Executive Committee, and together with good analytical skills and numeracy. "3 
be expected to make an important contribution to policy matters at This is an excellent opportunity for a strong and able 
Board level. He/she will report to the Managing Partner, with a individual to make a Significant contribution to the strategic 
dotted line relationship to the Chairman of the Firm. The main objectives of this Partnership. = | 
responsibility is to provide clear direction and marketing activities . All applications will be treated in the strictest confidence. 
in Europe, The Far East and the United States and so enhance its Please send a detailed curriculum vitae, including current salary, to 
competitive position within the marketplace. This role will also Clare Tattersall, quoting reference LM328, at Spicers Executive 
encompass economic and business research, business education, Selection, 13 Bruton Street, London WIX 7AH. | | 





















 SPICERS EXECUTIVE SELECTION: 


A MEMBER OF SPICER & OPPENHEIM INTERNATIONAL | l 
















































For its reorganised Product Planning. 
Department Volkswagen requires a 
number of 
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The department reports direct to the Chairman of the Board of Management 































The requirements: 


Degree in a technical subject or. 
economics. Several years. 
experience at motor 
manufacturers or their suppliers 
in various departments. 
Pronounced analytic approach. 
Very good coordinating ability. 
Facility for precise summarising. 
of complex processes. Very .good 
spoken and written German and 
English. 


Product decisions and product 
ponnn are to be given a 
igher degree of innovation, 
technology and quality in order 
to increase customer relevance 
and target-oriented 
implementation. 
This will require: 
© Performance of tasks arising 
in connection with the Group 
product range - in particular 
contributing to the planning 
of products in line with 
corporate objectives for 
technology, ` inance, | 
ennt and deadlines - in 











VW offers a progressive 
personnel policy, modern 
working methods, performance- 
reflecting salaries and 
comprehensive further training. 
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this demanding work interests 
you, please send your detailed 
c.v. together with salary 
expectation and earliest date of 
availability to: 














[ossa ng Gehalt 
conmnisaoned from ja _ | Personalabteilung Gehalt | 
bodies (e.g. consultancy firms). : nis ede 11/G 8 
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plann 3180 Wolfsburg 1 
Applications from qualified 
women will be especially 
welcome. . 


strategies. ‘taking ull account 
of the activity o ie 
competition. 






nalysis of the competition, 
reco ognition of trends and = 
scenarios and suggestion of E 
possible alternatives. — 
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|; Landell Milis Commodities Studies " : i Ps ay 

A ere (LMC) seeks an omist to play a lead- “ita 
| ing role in its research on the rubber and 
tyre industries. LMC's work in this area in- 
cludes the preparation of regular analyses. and 
forecasts of developments in demand, supply and 
prices of natural rubber and the principal synthetics. 
Starting from this basis, the work has expanded to 
include regular reports onworld tyre production, con- 
sumption and trade, and a wide range of studies for 
organisations involved in. rubber, tyres, or other rubber 
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Candidates mus be able jidevelop ideas about the economic 
forces shaping these industries, to express these ideas clearly, 
and to identify, assemble and use quantitative and other 
forma’ test 1 ie validity of these ideas. Equally essen- 
| dge of the technology, companies and institu- 
“tions - n the industry, though we are willing to consider 
candidates who would build up this knowledge to the 
required level after joining. Candidates must be willing to 
undertake industrial market research as well as economic 
analysis of commodity markets. Limited periods of travel are 
an essential feature of the work. 
The company offers pleasant working conditions in the centre 
of Oxford. A salary up to £25,000 is offered in addition to 
benefits such as a personal pension fund and profit sharing 
scheme. 


Please send a curriculum vitae together with a short sample 
of your written work to Jenny Alien, LMC, 14-16 George 
Street, Oxford OX1 2AF. 






EAST ASIA 


u Asia’s largest pe ublisher of trade magazines, b based in Hong Kon ng and operating in ei ht other Asian countries plus Nort i 


recommend relevant personnel policies for our 800-plus staff. 
Candidates should possess the following attributes: 






: 'ersonnel management or behavioural science. 

Td and of spoken and written English. 

* stri bility to function effectively in a multicultural environment. 
: Ability to lead ina young, very dynamic organisation. 







0na fax if available) and salary history to: 








: urope seeks a high calibre and pelkeenenerce 

e Reporting to top management, the appointee will be responsible for overall human resources functions with em i ip e on lo 

"expat recruitment and placement, manpower planning, salary administration and documentation, training an 
counselling, and monitoring all aspects of personnel policies. The appointee will also be epaod: to constantly review an 


At least eight years solid experience, five of which should be at managerial level. 


` Prior working experience in an Asian country or a country different from your home, ability to sak Chinese or Anchor Asia 
. language, and knowledge of computerised personnel recording systems are all desirable, additional attributes. 


We offer an attractive remuneration. package with excellent fringe benefits including a non-contributory provident fund, 
working days annual leave, a subsidised medical scheme and more. Please apply in confidence with full résumé, contact address 


The Executive Vice President 
Asian Sources Group 
GPO Box 11411 
Hong Kong 
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Both these challenges are vital to your busines 
GHN can help you meet them by creating a person 
development programme tailored to suit each individua 
executive. | 

Each programme is one-to-one,. confidential. and e 
highly cost-effective. Why not consider it for your top 
people now? Call 01-493 5239 to arrange 
an exploratory discussion. ' 
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FF International Institute of 
io ) Tropical Agriculture 
AF Ibadan, Nigeria 
DIRECTOR 
GENERAL 


IITA invites nominations and applications for the position of 
Director General. | 
IITA is an international agricultural research mstitute in a 
world-wide consortium of 13 centres co-sponsored by the 
World Bank, Food and Agriculture Organisation (FAO) and 
United Nations Development Program. The Institute has sub- 
stations and outreach programs in many countries of sub- 
Saharan Africa. ITA scientists from 45 nations work in 
partnership with national agricultural research agencies to 
raise the productivity and income of small-scale African 
farmers, and thereby to increase food production in Africa. 
_ The Director General is the chief executive officer, headquar- 
` tered in Ibadan, Nigeria, responsible to an independent Board 
of Trustees which includes distinguished scientists and lead- 
ers from around the world. The Institute has an annual budget 
of $33 million and it employs approximately 200 internationally 
recruited and over 1,200 locally recruited staff. 
Candidates should have: 
@ Vision and leadership qualities. 
= @ Successful record of management of science at a high level. 
| Extensive international experience, including knowledge of 
agricultural research. ] 
 @ Ability to communicate and inspire the loyalty of scientists 
. and administrators of different nationalities and discliplines. 
@ Ability to command respect at high levels of government, 
donors, international cooperation agencies, and scientific 
. . associations. 
@ Energy, initiative and innovative ability. 
' Experience in African agriculture would be preferable. 
This position provides an opportunity for an experienced 
leader to contribute to the resolution of one of the most 
serious problems of international agricultural development 
today. 
-Remuneration is competitive and includes housing, personal 
car, assisted education, health insurance and annual home 
leave travel. The Institute is situated on an attractive 1,000 
hectare campus outside Ibadan and has excellent recreational 
facilities, medical clinic, and school. 


















































Applicants for the position of Director General are 
invited to send their curriculum vitae, date of avail- 
ability and names and addresses of three referees to 
Trustee Search Committee for the Director General of 
ITA, c/o L. W. Lambourn & Co Ltd, Carolyn House, 
26 Dingwall Road, Croydon CR9 3EE, England. 
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The World Bank, based in Washington, D.C., is seeking specialists to 
work on developing countries in the following areas: 

Bank Supervisor with at least 10 years experience in central 
banking/bank supervision or examination to provide advice on 
banking system supervision and restructuring problems, 
Commercial Banker with at least 10 years experience in commercial 
banking to evaluate the internal management of credit, project 
appraisal, asset and liability management, budgeting, internal auditing 
and personnel; 


Securities Market Specialist with at least 5 years experience in a 
Securities Exchange Commission or Capital Market Board, in a 
securities firm, or as an academic specializing in this area, to help 
improve the role played by securities markets in developing countries; 


Contractual Savings Specialist with at least 5 years experience as a 
regulator, or an economist in this area, to analyze economic and 
regulatory issues pertaining to life insurance companies, pension funds, 
and other contractual savings institutions. 


All candidates should have an advanced degree in economics, banking, 
finance or business administration, knowledge of developing country 
economic issues, excellent writing skills in English and fluency in either 
French or Spanish. 

For immediate confidential consideration, interested individuals should 
send a detailed curriculum vitae to: The World Bank, International 
Recruitment Division 901R.DOO1, ‘Financial Specialists", Room 
O-4147, 1818 H St., N.W., Washington, D.C. 20433. 





international Civil 
Aviation Organization 


Economic Policy Staff 


(2 posts) 
Montreal, Quebec, CANADA 





The Air Transport Bureau of ICAO seeks to fill two positions 
vacated by recent career promotions with well-qualified profes- 
sionals who will research, analyse and write various important 


policy areas involving the economic regulation of international 


air services by governments. Candidates should have at least 
one university degree, preferably with some specialization in 
transport economics, at least ten years’ experience in the 
economic regulation of air transport within a government, inter- 
national organization or airline, and an ability to write clearly, 
concisely and accurately. Proficiency in one of the ICAO lan- 
guages (English, French, Russian, Spanish) is essential and a 
good working knowledge of one or more of the others is 
desirable. Familiarity with personal computers would be advan- 
tageous. 


Selected candidates for initial three-year appointments can 

expect to receive an annual salary, free of tax, of US$45,225 

(assuming atleast one dependent), plus generous fringe bene- 
fits such as dependents’ allowances, children's education grants, 
six woeks' annual leave, home leave travel, contributory insur- 

ance and pension schemes. Apply by March 1, 1990. Request 

Vacancy Notice PC 89/51/P-4 ECONOMIST and application 

forms from: Chief, Personnel Branch, International Civil 

Aviation Organization, 1000 Sherbrooke Street West, Sulte 
400, Montreal, Quebec, CANADA H3A 2R2. 
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aa ITALIAN LOTTERIES 


HUNDREDS ARE WINNERS 


e THAT'S RIGHT! 

Hundreds will win up to 2 billion lire 
(Approx. ONE AND A HALF MIL- 
LION DOLLARS). 

Every year Italy has many Interna- 
tional world class lotteries. More are 
to be approved presently. The LOT- 
TERIES are Government controlled 
and under strict supervision of Fi- 
nancial Authorities. Numbers and 
amount of prizes are fixed by the 
Government. 


HUNDREDS WILL WIN 
MILLIONS! 


e NO LOTTERY IS EASIER 
TO PLAY! 

All tickets are pre-numbered. Sim- 
ply decide how many blocks of 12 
numbers you want. Then fill out the 
form below and with payment enclo- 
sed mail it to our Express office. Be 
sure to check the current exchange 
rate if not paying in Italian Lire. 


EURO-LOT EXPRESS! 


ORDER COUPON 


Attach payment for the tickets you want, using 
either cash by registered airmail-postage, inter- 


national postal order, cheque drawn by bank, 





travellers cheque or credit card. 

Make order payable to: Amount 
EURO-LOT EXPRESS e 
P.O. Box 75613 e 
1118 ZR Schiphol Centrum 
NETHERLANDS 
Fax: (+31.20) 6010319 

Number 
For each purchase of of Blocks 


12 ticket blocks: 

120,000 lire 

(approx. 92 dollars) 

+ The quoted US$ or equivalents are only a rough esti- 
mate. For exact exchange rates please ask your bank. 
All prices are including air mail postage and winning list 


after each draw. No additional charges! 
Valid only where legal! 


ITALY’S GIVING AWAY 


YOUR NEXT MEETING WITH LUCK IS WITH THE 
ITALIAN LOTTERIES. 


MAYBE YOU WILL BECOME ONE OF THE MANY 
MILLIONAIRES THAT ITALY PRODUCES! 





Next Draw is in FEBRUARY. This year italy has 
games every few weeks. Your tickets are purcha- 
sed from the ongoing lottery at the time of your 
orders arrival. The drawing date will accompany 
your tickets speedy return. 








MILLIONS! 


e WINNERS! 

Winners will be notified immediately 
after the numbers are drawn. 
EURO-LOT Express service 
extends to the assistance of forwar- 
ding your prize money to anyone 
anywhere so ordered by the ticket 
holder. The service will be kept 
strictly confidential. 


e EURO-LOT Express guarantees 
SPEEDY RETURNS! 

After receiving your payment we fill 
your order immediat'y and have 
your lucky numbers on their way 
back to you FAST! We mail winning 
number lists to the players along 
with info on the future games. Now 
anyone in reach of a post office can 
play the Italian Lotteries! 





For faster service fax your credit card order direct to Schiphol Centrum: (--31.20) 6010319! 


NAME 





TELEPHONE 


ADDRESS 











CITY 
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o ENON FEY, e ER. LUE 


CHEQUE [] DRAFT ([(j nx la incon Oe 





EXPIRY 
DATE __ 





pk ol ae eT E CII 


signature 





Not available in Netherlands. Vaiconty where legai. Not avaiatis ON all Credit Card payments a handling fee of U.S. $ 19. will be added. 
to residents o! Singapore 
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there, we've placed 
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Cs 


EI 





chemistry. Health care. Clean. energy. These are the 
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world leaders. Bringing forth solutions that are tech- how long a train ride we have to: 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735s 


BLANCPAIN 


A Monument To The An Of Watch- the rarities in the watchmaking art. Only 
making a very limited quantity of these indivi- 
dually-numbered watches leave the 


workshops of the oldest watch name in 


A World First: Blancpain presents the the world every year. 


exclusive ultra-thin automatic chrono- The movement is writing a page today in 
graph with split-second hand — one of tomorrow's watchmaking history. 


LONDON Asprey, Carringtons, Mappin & Webb, Davis Morris, Garrard, London Hilton Jewellers. The Watch Gallery GUILDFORD Nina Phillips JERSEY Robert 
Fardon MANCHESTER Hancock & Son Lid READING Bracher & Sydenham RUISLIP C.S. Bedford, and at branches of Watches of Switzerland 
informations by Blancpain SA - CH-1348 Le Brassus - Switzerland - Fax 01041-21 845 41 88 Tel. 01041 021 845 40 92 





On Russias rim 


AD as they look, things will get still worse 
for Mikhail Sergeyevich Gorbachev.This 
week he faces a civil war between Azeris and 
Armenians that could set a murderous fash- 
ion for Muslims and Christians in other 
places. Last week, on the streets of Lithuania, 
he was face to face with a different, politer 
sort of nationalism, but one that could pull 
: Soviet Union apart even faster than the 
tnuggery in the south. Both revolts are taking 
place amid mounting economic misery in a 
country whose people have to cast their 
minds back 40 years to remember when they had it so bad. 
This could be the year when the three big challenges to Mr 
Gorbachev— nationalist fervour, economic discontent, and 
conservative Communists' alarm about both—combine to 
drive him from office, or the Soviet Union deeper into strife, 
or both. In an effort to avoid that happening, Mr Gorbachev 
has just taken the two biggest gambles of his career. 

Sending the troops into Azerbaijan is not one of them; 
nobody but the perpetrators of the violence there will fault 
Mr Gorbachev for trying, perhaps vainly, to keep the warring 
groups apart (see page 51). By contrast a military clampdown 
on peaceful separatists, such as Lithuania's, would spell a sud- 
den end to everything he has worked for. Hence the first of 
his gambles: to stop saying a flat No to nationalists wanting to 
pull their republics out of the Soviet Union and to start talk- 
ing about how the separation might be done. 

That is sensible, but dangerous. Gorbachev the Idealist 
sull hopes that, given time, perestroika can produce enough 
new goods in the shops and enough new freedoms to make at 
least some separatists change their minds. He concedes the 
principle of secession but demands a breathing-space, be- 
cause working out a legal separation of the non-Russian bits 
of the Soviet Union in which many Russians now live cannot 
be done quickly. Yet just as the enraged Azeris are unin- 
terested in the constitutional niceties of their demands, so 
most Lithuanians, Estonians and Latvians—and maybe some 
other Soviet westerners—are unlikely to abandon their 
dreams of independence. To them, if not so much to the less 
developed republics of Central Asia, colonisation by Russia, 
in their eyes an inferior power, has left none of the grudging 
respect that former French, British or American colonies still 
have for their old overlords. Not even Mr Gorbachev can 
smile away the Russian legacy. 

So Gorbachev the Realist seems to have accepted that he 
may not be able to hold the Soviet Union together and that 
the next best thing is to keep everyone talking long enough to 
make the sorrow of the parting sweet, not bloody. His let’s- 








talk gambit is therefore aimed not just at the 
secessionists, but also at the militant anti-sep- 
aratists back home in the Russian republic. - 
The use of the Soviet army in Azerbaijan this 
week is a lesson to nationalists elsewhere not 
to do anything that would offer a pretext for 
the law-and-order lobby in the Kremlin to | 
move in and squash them. But the scale of the 
bloodshed is also a warning to trigger-happy 
Russians in the Baltic republics who may be 
contemplating a provocation to bring the 
troops in there too. 

Never underestimate Mr Gorbachev's capacity to pull off 
the impossible. Yet he now hes little to bargain with. Eco- 
nomic perestroika has started too late and too slowly to help. 
Indeed, discontent among workers in the Russian republic - 
has encouraged the change-resisters in the party to dig their 
heels in harder. Hence Mr Gorbachev's second big gamble: — 
his belated, grudging admission that the Communists may 
have to put up with some competition from other parties. — 

Mr Gorbachev is partly bowing to reality. Some republics - 
have allowed multi-party politics in local elections. Their na- 
tionalist movements have long been acting as a political oppo- - 
sition, if not a quasi-government. Lithuania’s Communists re- 
cently voted themselves out from under Moscow's command. — 
Other party factions had already established themselves with- _ 
in the new Soviet parliament. The strains inside the party are 
close to breaking-point. 

But Mr Gorbachev is also gambling he can remake t 
Communist party in time for the party's congress in ded au- 
tumn. He has tried before to persuade his comrades to 2 
radical reforms in the way the party works. Now he jon De 
trying to frighten them into it. He has carefully not s e. 
whether he favours genuine multi-party politics, or the com- 
munist-dominated sort. But the lesson from Eastern Europe is J 
that ruling parties that cannot adapt to change are sooner oi 
later swept away by it. i 


The chaos ahud ; 


If Mr Gorbachev is very lucky, he may be able to negotiate an 
orderly separation of some of the smaller republics from the 
Soviet Union: the Baltic trio, Moldavia, possibly Georgia 
Azerbaijan. Most cf the rest either (like Armenia) need Sovie 
protection from hostile neighbours or (like the Central 
Asians) have a lot to lose economically. In the still-huge union 
that would remain he might conduct a limited retreat from 
the party's monopoly of power or, better, oversee a transition 
to a multi-party democracy. Even this would take years and be 
fraught with danger. After all, no empire in history has 
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-= shrunk quickly and peacefully. And there are few signs yet 

a, SON aclara have lost their will to rule. 

The odds are that one or both gambles will fail. If so, Mr 

Gorbachev will be out. The main risk is that his careful com- 

. promises will be swept aside by new disciplinarians in the 

Kremlin. Theirs would be an appallingly difficult restoration. 
The sheer scale of change in Eastern Europe would make it 


Ten billion mouths 


-+ 


“JUST as Maynard Keynes observed, the great events of his- 
tory are often due to slow changes in demography, hardly 
... noticed at the time. The second half of this century has 
seen an astonishing acceleration in the world's population 
growth—followed by an equally astonishing fall in fertility. 
. The first makes it virtually certain that human numbers, now 
around 5.1 billion, will reach 8 billion by 2025, and double by 
the end of the next century. The second makes it possible— 
no more—that this increase will then give way to stability. 
What kind of world will this be? Blacker and browner, for 
‘sure (see pages 19-22). Today's developed countries, includ- 
ing Japan, the Soviet Union and all of Europe, are home to 
roughly a quarter of mankind; by 2025 they will have barely 
one person in six. By then the combined populations of 
North America, Europe, Oceania, Japan and the Soviet 
. Union will be outnumbered by Africa's. And India will be 
overtaking China as the world’s most populous nation. Some 
places will see their numbers as a strength. For countries fight- 
ing foot-slogging wars (eg, Iran v Iraq), babies are soldiers-in- 
| waiting. But numbers will not guarantee military muscle. The 
naby-burgeoning countries will increasingly be the poorest, 
Beoccupied with the struggle for food and jobs. 

.— On paper, the world can feed double its present mouths; 
but only on paper. Some of the most heavily populated coun- 
ries have least ability to grow more food. Cereal farmers may 
rejoice that there will be 3 billion more customers for their 
grains by 2025. But customers in Bangladesh, say, or Kenya 
are unlikely to be able to pay their bills. Within the third 
world, countries that are good at organising their finances 
and their industries tend to be good at contraception, too; 
they will get richer while the badly organised continue to get 
babies. In 50 years’ time income gaps within today’s third 
world may be as large as those that now exist between rich 
nations and poor. Countries like South Korea—poorer than 
Ghana at the end of the second world war—will have as little 
sympathy as nouveaux riches the world over feel for those too 
feckless to better themselves. 


Old and rich or young and jobless 

Fast population growth in poor countries may often be a pow- 
cause of unrest. Crimes in rich countries are mainly the 
work of teenaged boys. Lots of babies means, 15 years on, lots 
of underemployed youngsters, better educated than their par- 
ents but with less chance of a job or a plot of land. They will 
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| Slowly but profoundly, demography is changing the ways of the world 
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hard for a NeR yA ERAY to restore od 
there, were he to try. And even inside the Soviet Union, some 
errant republics—particularly Moldavia and Azerbaijan, with 
ethnic ties across Soviet borders—might still choose to make 
a fight of it. 

The Soviet Union is at a turning-point. Whichever way it 
lurches, years of pain and instability lie ahead. 








look longingly at the job vacancies in the rich world. For with 
only a handful of exceptions (the Soviet Union, Poland, Ire- 
land) the number of children that rich-world women are 
likely to have is now too low to maintain the population. It 
has almost overtaken West Germany on the way down: in- 
deed, around Milan, present births indicate that women will 
have an average of 1.1 children in a lifetime. This fall in fertil- 
ity will have lasting effects. Just as rapid population growth 
boosts the numbers of young mothers and guarantees lots of 
future babies, so it is hard, once a population starts to age, to 
reverse the trend. 

Already, employers in rich countries are queueing at 
school gates for a shrinking supply of youngsters. If the 
workforces of the industrial countries no longer expand, all 
economic growth will have to come from higher productiv- 
ity—either through technical ingenuity or investment. That 
will force employers to hunt as never before for ways to raise 
productivity in the labour-rich service industries. It will put a 
premium on education: no country will be able to afford to 
waste labour on unskilled unemployment. And it will im- 
prove the position of women. Even the Japanese will find that 
they cannot afford to waste half their person-power. 

Equally important, though, will be the effects on world 
trade. Immigration would be an obvious way to fill vacanc 
in rich countries and put money in the pockets of the poor, 
but immigration will get tougher, not easier. Instead, compa- 
nies that need lots of labour will face a choice: invent a way of 
doing without, or move to the third world. There, they will 
find a labour force made cheap and pliable by sheer numbers. 
The poor countries that do best will be those that welcome 
such investment; the companies that succeed will be those 
that learn to manage third-world workers. The prototype may 
be Hongkong, whose manufacturers employ more people in 
China than in the colony itself. 

Quite early in the next century, countries now labelled 
"third-world" will themselves be aging fast. By 2020 the me- 
dian age of Mexico's population will be 33.4 years (Europe's 
now is 33.9), and a third of the citizens of Singapore will be 55 
or older. More dramatic still, China in 2025 will have as big a 
share of over-60s as Europe in 2010. Some poor countries will 
soon be aging faster than the West, but with little state welfare 
to replace lost traditions of families caring for the old. They 
have perhaps two generations to build up the national in- 
come to look after granny. 
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The industrial countries are already the oldest nations the 
world has ever known. They will get older yet. The flip side of 
the baby boom is the grey glut. On present trends a fifth of 
Americans, and a quarter of West Germans, will be 65 or over 
by the middle of the next century. A stable world population 
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implies, in time, such figures for every country (ion yerum 
stan to Zimbabwe. The birth dearth, that preoccupation of | 
the West in the 1930s, will once again raise the question: are - 
such elderly societies preferable to yet more babies? Many í 
countries may come to doubt it. 





Homework for Bush 


While other countries are dominating the headlines, America can do itself good 


by sorting out its domestic troubles 


XACTLY one year into the Bush presidency, Americans 
feel the world’s attention shifting away from them. 
Mikhail Gorbachev, not Ronald Reagan, is named man of the 
decade by Time magazine. The biggest foreign deployment of 
American troops since Vietnam is quickly overshadowed by 
volution in Romania. Europe's future is avidly discussed by 
turopeans, east and west, with barely a nod in the direction 
of Washington. America watches, under a vision-free presi- 
dent elected to do (more kindly and gently) the same things as 
his predecessor. 

No news may be good news, but that has not stopped Mr 
George Bush attracting some of the blame for America's new 
mistiness. For the first half of last year, his critics found the 
reason in Mr Bush's curious passivity towards foreign policy. 
Elected as the man “ready to be president on day one”, he 
spent five months waiting for an obsolescent strategic review 
to tell him what he could expect from Mr Gorbachev. He 
learnt from that hiatus, so used the next six months to con- 
found his critics. He grabbed the initiative with a plan for 
conventional-arms control in Europe; he welcomed 
perestroika; he sprang a summit on the world; he invaded 
Panama. In doing so, he disposed of the epithet “wimp” as 
firmly as he laid to rest the charge that he was fiddling while 
communism crumbled. His popularity rocked along—Mr Jim 
Baker’s term—at more than 70% in the polls. 

Yet still the feeling persists that America is a spectator at 
tne ringside of world events. To some extent this is inevitable: 
most of the events are happening elsewhere. But Mr Bush can 
do something about it. If the 1980s taught anything, it is that 
even a superpower's influence abroad depends on its self-con- 
fidence at home. Hamstrung by its twin deficits, America can 
offer only derisory amounts of aid to Eastern Europe, the So- 
viet Union or even new democracies in its own hemisphere. 
Mr Bush will not be more influential abroad until he solves 
some problems at home, starting with those deficits. However 
tempting foreign policy now seems—and 1990 will probably 
have a full menu of summits and treaties—he would do well 
to take the opportunity of his first state of the union speech 
on January 31st to show the boldness on domestic issues that 
has paid off in foreign affairs. 

The temptation to travel is certainly great. Mr Bush has 
been out of Washington for 132 days of the first 365 he has 
been in office. When not abroad or on energetic holidays, he 
hops about the country lending a hand to Republican candi- 
dates in forthcoming elections: this week he was in Florida to 
help the governor's effort to get re-elected. After campaigning 































for president on and off for 15 years, it must be hard to stop. 
And since he has won fewer congressional roll-call votes than 
any previous postwar president in his first year save Gerald 
Ford, his increasing neglect of Congress is understandable. 
Understandable, but foolish. Mr Bush began his e 
dency with plenty of bipartisan goodwill on Capitol Hill z 
promptly won that rare prize, an early deal to tackle the bod 
get deficit. He lost much of that goodwill—and the deal— 
partly through the intransigence of both sides over cutting - 
the capital-gains-tax rate and partly by frittering away his en- 
ergy on things like a constitutional amendment to ban flag- - 
burning. This convinced many Democrats that he was not - 
serious about reducing the budget deficit. They are now say- — 
ing there will be no early budget deal in 1990. Mr Bush still - 
regards the cut in capital-gains tax as a main domestic goal for — 
1990. Add to that a new congressional enthusiasm for reduc- — 
ing the regressive payroll tax (see page 36), and the E 5 
deficit looks tougher than ever. 


Congress can be unblocked 4 


Cast in the role of consolidator of the Reagan revolution, Mr 
Bush has been cautious about new legislation. He proposes s 
little and opposes much, giving ground only when under pres- _ 
sure, as he grudgingly did on the raising of the minimum " | 
wage. He has spent the first year of his administration clean- 
ing up his predecessor's messes (in the savings and loans in- 
dustry and the Housing Department), resisting social-welfare 
legislation proposed by Congress, avoiding intractable issues 
such as health altogether, exhorting people on drugs, crime 
and education, and occasionally proposing a new idea with a 
flourish, only to admit there is no money to back it up (educe 
tion, a trip to Mars). 
True, the Democrats control Congress. But for an exam- 
ple of how to handle Congress, Mr Bush need look no furt he 
than his own clean-air proposals, which promptly broke a c e- 
cade-long stalemate between powerful congressional i inter- 
ests. A bill much like Mr Bush's is emerging, with bip: 
support, from the House of Representatives. Mr Bush has no 
need to be afraid of Congress. He can afford to put some of 
his considerable political capital (his approval rating passed. 
80% in the polls after Mr Noriega's capture) behind dsl nes stic 
initiatives. Education reform, a fresh approach to drugs and 
crime, a balanced budget: these are the things that would re 
vive the world’s interest in America, not a president w 
spends his time avoiding domestic entanglements. 
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Hope for Cambodia - 


. The key is still in China's hands 


F ANYBODY deserves a break, it is the Cambodians. 
Their civil war has been going on for 25 years. During that 
time they have endured America's war with North Vietnam 
| spilling over into their country (in the early 1970s); a murder- 
. ous four years under Pol Pot’s Khmers Rouges, whose misrule 
-. killed off 1596 or more of the population (1975-78); then 11 
years of military occupation by their old enemy Vietnam and 
incompetent (though at least not lunatic) government under 
another communist, Mr Hun Sen. The civil war continues. 
But this week, for the first time, comes a flicker of hope. The 
five permanent members of the United Nations Security 
Council, meeting in Paris, have agreed on a plan that just 
might bring the Cambodians something they have only ever 
dreamt about: peace and free elections. 
— Achieving these will be even harder than it sounds (and 
more complicated—the Paris meeting produced a 16-point 
plan to nudge things along). The core of the five-power pro- 
»osal is an "enhanced role" for the UN in Cambodia. It seems 
that Mr Hun Sen's Vietnam-backed government would sur- 
render the top reaches of the administration to UN officials. A 
 ceasefire, to be policed by the UN, would come into effect be- 
tween the Hun Sen regime and the three-party opposition 
coalition, headed by Prince Norodom Sihanouk but militarily 
lominated by the Khmers Rouges, which has been fighting it. 
e UN would run the country for perhaps a year, during 
which it would organise and oversee elections. It would then 
withdraw, leaving the elected government to rebuild a Cam- 
$ odia poor but, with luck, at peace. 
- For the five powers to have agreed even on this vague 
outline is a big achievement. It required two changes of heart. 


i 


One has come from Vietnam, which last August refused to 
bend at another Paris conference on Cambodia. Urged on by 
e Russians, it has now become so alarmed at the deteriora- 
ion of Mr Hun Sen's battlefield position (and so desperate 
for western credits and technology) that it is willing to sacri- 
fice him to the whims of the ballot box. More crucially, 


China, having wrung all it could out of Vietnam, has come to 
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FF CHAIRMAN MAO was now a European businessman, 
. he would tell his shareholders that the way to a single mar- 
k was to let a hundred schools of thought contend. Luckily, 
that is what is happening amid Europe' s biggest corporate 
shake-up since 1945. Companies are using a strikin 
of methods to meet the challenge of serving 325m borderless 
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Think of the 1992 company 


Size alone may not help companies to prosper in Europe’s single market 
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understand that the West cannot live with the idea of the 
Khmers Rouges shooting their way to power. It implies it is 
now ready to tame them by cutting off their weapons. 

All this is welcome. It promises a solution in Cambodia 
that both protects the West's (and South-East Asia's) inter- 
ests in a shrinking of Vietnamese power and, more impor- 
tant, at last gives Cambodians the chance of choosing a gov- 
ernment instead of being shot or starved by one. Of the 
dozens of loose ends that must be tied up before this can hap- 
pen, though, two are likely to present special problems. 


Heel, Pol Pot 


The first is the role of the UN. Running Cambodia for a yea 
would be both more expensive and more complicated than 
the election-watching operation the UN has just carried out in 
Namibia. A year in Namibia cost the organisation $420m and 
the presence of 4,500-7,500 people. The bill for Cambodia 
could run to four times that, with twice the personnel. The 
money may be less of an obstacle than trying to administer a 
whole country (Japan has promised to underwrite much of 
the cost). Both will be easier than keeping the ceasefire force 
out of harm's way. The big powers in Paris made it clear that 
the UN's armed men would be there to watch, not to keep the 
peace, Will that really be possible with the Khmers Rouges at 
large? 

This points to the bigger unanswered question. Even 
though the outsiders may have agreed on a settlement, the 
Cambodians who have been killing each other all these years 
still have not. Can China force the Khmers Rouges to go 
along? Will it? The logic of western leaders, notably President 
Bush, who have argued that it is against the interests of the 
West to isolate China will be vindicated only if the Chins 
now do what they can to strangle the Khmers Rouges’ abili: y 
to wage war. If the Khmers Rouges go on fighting anyway, the 
big powers, and the UN, will be forced back to a decision they 
do not even want to consider: whether they are willing to 
muster a real peacekeeping force for Cambodia. 








consumers. Some had feared that European firms would copy 
the mad takeover rush that happened before London's finan- 
cial Big Bang in 1986. The consequences of that obsession are 
still being felt in City job losses. So far, Europe has resisted 
the same excesses. 

Well, almost. Some of the companies now appearing in 
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Europe—such as the industrial-financial conglomerate 
formed by France’s Suez group (see pages 87-89)—have a 
distinctly transitional feel to them, born out of opportunism 
rather than a long-term search for commercial sense. But 
plenty of managements are hunting selectively for the longer 
term, using strategic alliances or joint ventures to pursue a 
clear post-1992 strategy. France’s Matra has sought out allies 
across Europe (including Saab, British Aerospace and Nokia) 
to help it gain market share in the defence and telecommuni- 
cations businesses. Britain’s GEC has behaved similarly. So 
has Hambros, a British merchant bank, in organising itself for 
cross-border corporate finance. 

All that said, a merger bandwagon is undoubtedly rolling. 
Last year cross-border acquisitions in Western Europe to- 
talled a record of more than 50 billion ecus ($55 billion). Most 
of these purchases, along with many joint ventures, have been 
spurred by the notion that, in the single market, biggest will 
be best. BSN, France’s largest food company, is swallowing 
businesses in Britain, Italy and Spain in a breathtaking guzzle. 

engineering, Asea Brown Boveri (ABB), itself the product of 
“a successful pan-European merger, has been stakebuilding in 
Britain and France. 

To the impatient, cross-border mergers look the swiftest 
way to grow across Europe—and seem the surest route to 
market power if they snare well-known brands as well. Brides 
and bridegrooms get instant access to foreign suppliers, fac- 
tories, sales-and-marketing networks and often cheaper la- 
bour. Some of Europe’s smaller carmakers have decided that 
the only way to survive the spiralling costs of product devel- 
opment is to team up with a sugar daddy. So Miss Jaguar mar- 
ried Ford, and Miss Saab is living with GM. 

Such mergers can be messy. Cross-border acquisitions 
may take up to three times longer to complete than domestic 
ones, thanks to accounting complications. Once they are 
completed, the most talented local managers often depart 
through the revolving doors. The newest technologies (flexi- 
ble manufacturing, faster computers and better telecommuni- 
cations) have reduced the optimum size of many businesses. 
The odds are that they will reduce it even more. No longer 

ill manufacturers need to mass-produce to maximise profits. 
Computer-controlled flexible manufacturing, tailored in 
batches to changing customer needs, can now be just as prof- 


On the brandwagon 


Valuing brands on corporate balance sheets adds more fog to the 


murky art of accounting 
AN oe you pay to watch a contest where nearly all the 


players cheat, where the scorers help them and where 
nobody pays any attention to the result? Welcome to “Global 
Accounting", a game made even more incomprehensible be- 
cause each country follows different rules. Companies around 
the world have bullied accountants into permitting too many 
strange accounting practices. The only (dubious) compensa- 


tion has been that most professional investors ignore the re- 
sult. The latest fad—which goes to the core of what is wrong 
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itable. Consumers will happily pay to be different. | i ; 
In such a world, the best strategy may be for companies to — 
subject each bit of their business to a test of "critical mass”. — 
Companies are a bundle of diverse functions: R&D, purchas- _ 
ing, manufacturing, distribution, marketing and sales. Each 
function has its own optimal size—creative marketing type: 
don't work well in battalions—so going for a merger that re- 
quires bigness across the board can be elephantinely 
inefficient. 

































Pizzas are not computers 


In general, computer makers have found that large economies 
can be won only in R&D and component purchasing: so link- 
ing with other companies' R&D or buying divisions, or form- 
ing joint ventures with component suppliers, might be the 
best strategy. Siemens has just decided to buy 5196 of 
Nixdorf, a West German computer company. Had Nixdorf's 
sorry state not forced the pace, a joint R&D venture between 
the two companies might well have been wiser. jf 
For fast-food firms and retail banks, on the other hand, 
economies of scale seem to depend on owning clusters of out- 
lets. Once a company has a certain number of shops in a par- 
ticular city or region, its market share takes off. Fast-food 
firms should not merge with other fast-food companies 
wholesale, but should snap up all the outlets they can find in 
the areas where they most wish to expand. In carmaking, in 
contrast, the benefits of bigness are to be had in the 
centralised development of new engines. That is why compa- 
nies like Renault, Peugeot and Volvo now develop their en- 
gines jointly. m 
In short, the route to pan-European efficiency in what is 
done centrally may be quite different to the best strategy for 
building market-share where the actual sales are 
Benetton, an Italian clothing company, shows how to serve a 
big but variegated market. Behind Benetton's shops lies a 
computer-controlled network of flexible factories, ware- 
houses and suppliers: a high-tech hub-and-spoke network. 
When local fashions change, Benetton's manufacturing cen- 
tre can respond in a trice. The company’s network allows it to 
act local while reaping the benefit of being transnational. 
Megamerged Euro-conglomerates—riveted together, lock 
stock and barrel —may find that rather harder. | 


TALIC 


with accounting—is recording brands as assets in a firm’s bal: 
ance sheet. This implies a customer’s loyalty to a name is a 
solid and easy to value as the firm's head office. f 
Brand names undoubtedly are valuable. In 1988 Switzer- 
land's Nestle paid £21% billion ($4!/2 billion) for Rowntree, < 
British confectioner—six times Rowntree’s reported asse 
value. At RJR Nabisco, Winston cigarettes and other brand: 
were bought for $25 billion. Brand groupies argue that names 
such as Kit Kat, Coca-Cola or Marlboro have a pulling power 
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with consumers that i is rac eled | in cie company’ s ac- 
counts or in its pre-bid share price. They think it right to 
remind the stockmarket of their value. 

Recently, many British consumer-goods companies, in- 
. cluding Ranks Hovis McDougall and Grand Metropolitan, 
have jumped on the brandwagon. The former decided that its 
. existing brands were worth £678m; the latter said that brands 
it acquired were worth £588m. And Australian newspaper 
publishers have persuaded their auditors—hardly the most 
-steely-spined professionals—to treat their mastheads as intan- 
gible assets. Now Britain's Accounting Standards Committee 
| (asc) has called a halt. It says it will allow companies to value 
 brands— but only if they are acquired in a takeover and only 
- if they are then depreciated over 20 years against profits. De- 
spite its tardiness, the ASC deserves support. 


After a tussle it’s fair—for a while 

There are several reasons why valuing brands seldom makes 
much sense. Brands can be awkward to separate as assets. 
With Cadbury's Dairy Milk, how much value comes from the 
name Cadbury’s? How much from Dairy Milk? How much 
merely from the product's (replicable) contents or design? 
: Per ips more important, this is a game played within self- 
imposed limits. Though many companies want to ramp up 
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their ame in investors’ eyes, none wants to reveal the fall 
market value for its brands. The prudent prefer to keep some- 
thing in reserve in case of a hostile bid. 

Brands bought in a takeover are different. There the ac- 
quiring company thinks it knows how much its expensive ob- 
jet d'art is really worth. But what if that value ebbs away? The 
brand is really part of that familiar item "goodwill"—the dif- 
ference between the target's purchase price and its balance 
sheet net-worth. Many other valuable but easily lost assets fit 
into the same category—a company's staff, its potential in- 
ventions or its close relations with its biggest customer. Cor- 
rectly, the ASC now wants British companies to follow the 
conservative American practice of gradually writing off that 
goodwill (brands and all), rather than writing it all off 
straightaway (as now), which produces violent swings in re- 
ported assets and earnings. 

Anything that helps to harmonise accounting standards is 
welcome, but the Asc has still left brand-rich British compa- 
nies with a problem: how to keep investors informed of their 
true worth? The answer is to be more open: to list the prof 
earned by each of a firm's biggest brands. Analysts would 
then give a higher rating to strong bits of earnings and the 
company's value might rise. Unless of course the brands were 
less profitable than all those clever valuations implied? 




























(of 
small way to help capitalism spread beyond the Elbe 


NECIL RHODES knew how to champion a dream. One of 
the institutions he set up to promote British imperialism 
E ill flourishes, long after the idea behind it has gone. Since 
s death i in 1902, money left by Rhodes to Oxford University 
as paid for American, German and Commonwealth stu- 
d ts to study at Oxford. The scholarships have helped to 
earn Britain goodwill and influence around the world quite 
out of proportion even to Rhodes's legacy. 

— The same is true of other schemes. The Harkness and 
edy fellowships have done for America what Rhodes's 
endowment has done for Britain. But international scholar- 
hips have proved more than just a cheapish way of winning 
à f iends overseas. They have been one of the best tools for the 
$ ie of western skills and ideas. Both these precious goods 
> now desperately needed in Eastern Europe, if a culture of 
pre rofit-making and risk-taking i is to redeem those 40 devastat- 
z years of communism. A new breed of Rhodes scholars 
could be one of the most effective responses open to the 

Vest—and Britain would be their best school. 

A dozen or so scholarships that brought high-flying East 
Europeans to Britain for one year, perhaps even less, would 
handsomely repay the meagre investment involved. The 
scheme would certainly provide for them to attend university 
or business school; but it would also include time to travel, 
ind to work in the commercial or professional atmosphere of 
à western company or institution, an experience entirely miss- 


ing from East European societies. 
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E ast Europe's Thatcher scholars 
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A century ago no one would have asked why Britain 
should lead the way in providing such scholarships. Today 
the question is inescapable, but not unanswerable. Britain has 
spent the past decade moving away from an increasingly cen- 
trally managed economy towards a free-market system. The 
British economy is at its strongest in precisely those areas 
where Eastern Europe’s economies are at their weakest: fro 
financial services through the media to supermarkets. Ana 
many East Europeans, especially the elderly who remember 
the second world war, are well-disposed to British people. 


Call them after Herself 


Britain’s claim has as much to do with its politics as its eco- 
nomics. Eastern Europe is struggling to establish freedom and 
democracy; before 1939 it was a hot-house of ethnic antago- 
nism and authoritarian politics. Worried about the resur- 
gence of such long-suppressed but powerful impulses, East 
Europeans are attracted by Britain’s traditions of tolerance, 
parliamentary sovereignty and an independent judiciary. 

By sponsoring a scholarship programme, British business- 
men could make a real contribution to the revival of Eastern 
Europe and, into the bargain, help to ensure open access to its 
expanding markets. What is more, such scholarships have a 
ready-made name. In view of her contribution to the revival 
of market economies, call them the Thatcher scholarships. 
Do we hear £1m? 
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WORLD POPULATION 








Squeezing in the next five billion 


The 


pulation explosion is over, say bold demographers. Maybe, but the 


world’s numbers will still double before they stop growing 


N THE second half of the 1960s a remark- 

able thing happened. After millennia of 
creeping upwards, and a quarter-century of 
hectic dash, the rate of growth of world 
population began to slow down. Since then, 
some developing countries have seen the 
speediest falls in fertility ever known. 

Only since the second world war has 

pulation growth in the poor countries 
overtaken that in the rich. The 1960s saw 
their population growth peak at 2.4% a 
year. Even now, annual growth in the third 
world is running at 2%—double Europe's 
mid-century peak. In 37 countries (22 of 
them in Africa and ten more in the Arab 
Middle East) the population is still increas- 
ing by more than 3% a year. 

Though the rate of growth is falling, the 
numbers being added each year—87m—are 
unprecedented and still rising: the annual 
increase will reach 90m a year in the late 
1990s, before starting a long decline. Yet the 
crest of the wave is passing. The transition 
that took a century to achieve in the West 
has come about in a generation in some 
developing countries. Third-world fertility 
has dropped further and faster than any- 
body foresaw 20 years ago. 

Except in Africa and much of the Mid- 
dle East, birth rates are now declining in ev- 
ery country. The most dramatic and signifi- 


cant fall has been in China, whose birth rate 
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has more than halved since 1965. Since 
China is home to one-third of the develop- 
ing world's people, that decline alone ac- 
counts for much of the change in prospects. 


What happens next? 


Death matters as much to demographers as 
birth—indeed more. As public health im- 
proves, deaths decline, mainly because more 
babies live to grow up. So a country's popu- 
lation becomes more youthful. More young 
adults means more births. Only after a spurt 
in total numbers do parents begin to limit 
their families. Eventually, the birth rate may 
fall till population stabilises. 

In the rich countries this transition took 
place slowly. Life expectancy crept up, as 
real wages, living conditions, public health 
and medical care improved. In poor coun- 
tries antibiotics and immunisation have 
helped many more babies to survive; infant 
mortality is now as low as it was quite re- 
cently in rich countries, and life expectancy 
has risen accordingly. In the early 1950s life 
expectancy at birth was over 70 years in only 
five countries, all in northern Europe. Now 
the list includes Costa Rica, Chile and Sin- 
gapore. Already life expectancy in Mexico is 
66 years—as high as in France in 1950. 

This fall in infant mortality means that, 
even if every mother decided tomorrow to 
have no more than two children, the world’s 


numbers would continue to grow. In many 
developing countries, the number of young 
women now reaching child-bearing age is 
larger than ever before. So the number of 
babies will go on rising long after birth rates 
have started to fall. In Brazil, for example, 
the fertility rate—the number of babies the 
average woman will have in her life, given 
her society's contemporary pattern of child- 
bearing—has dropped by 3096 since 1965; 
yet the birth rate—yearly births per 1,000 
people—has dropped by only 1996. The to- 
tal of births each year has risen from 3m in 
the late 1950s to 3.7m now. 

So population will go on rising. But the 
sooner the world's fertility falls to replace- 
ment rate (ie, just above 2) the lower the fig- 
ure at which the numbers may eventually 
level off. At what figure, when? The United 
Nations offers a range of projections. The 


medium variant assumes that the world will — 


reach replacement fertility by 2035. If so, its 
population will stabilise toward the end of 
the twenty-first century at 10.2 billion— 
double today's numbers. A 20-year delay in 
reaching replacement fertility would mean 
an eventual population 2.8 billion higher; 
replacement fertility by 2015 would cut the 


final number by 2.2 billion. The difference ` 
between these two extremes—5 billion—is 


the world's present population. 


There are some grounds for optimism: — - 


e The number of children women want is .— 


lower than ever, and the younger the 
women, the fewer they want. Many coun- 
tries show signs of a large unmet demand for 
contraception. A survey of married women 
found that 4696 in Peru had not wanted 
their latest child; 3796 in South Korea; 3496 
in Sri Lanka. Modern contracéption is not 
essential to restricting family size (only 6096 
of married women in Japan use it, fewer 
than in Costa Rica), but it helps. 


19 


E 


loi 
LI 


WORLD POPULATION 





@ Recent signs from Zimbabwe, Kenya and 
Botswana suggest that fertility may at last be 
starting to fall even in black Africa. Those 
three countries have increased contracep- 
tive use dramatically. In Botswana, with its 
scattered population, few couples used con- 
traception ten years ago. Today around 2796 
do so. In Kenya the figure is just over 2096, 
in Zimbabwe 4096. But these are small coun- 
tries compared with Nigeria or Ethiopia, 
where contraception is rare. 

@ As people move into towns, they have 
smaller families. A recent survey of 22 devel- 
oping countries found that in all of them ur- 
ban fertility rates were lower than those in 
the countryside. Evidence from Asia and 
Latin America suggests that the bigger the 
city, the more likely women are to use con- 
traception. One reason may be that services 
are easier to reach; another, that children 
cost more to raise in cities. As roughly half 
of the world's people will live in cities by the 
end of this century, that is good news. 

Yet caution is in order. Past forecasts 
grossly underestimated population growth. 
In 1945 America's most eminent demogra- 
pher thought that by the year 2000 the 
world would have 3 billion people. Since 
1963 the UN demographers have repeatedly 
raised their projections. Their middle vari- 
ant now predicts 8 billion people by 2020. 
Even this rests on conservative assumptions 
about mortality, which would, for instance, 
leave life expectancy in the less-developed 
world in 2020 no higher than in North 
America in 1950. In contrast, the assump- 
tions about births are bold. Fertility in Eu- 
rope and North America is assumed to stay 
below replacement level until 2020; in most 
poor countries to fall almost to that level; in 
Africa, where most women still want at least 
five children and have six or more, to be 

two-thirds of the way down to replacement. 

This may be too bold. Since 1975 the 
decline in fertility seems to have levelled off 
in some third-world countries. In India, the 
world's second most populous country, the 
fertility rate has got stuck at 4.8. At that rate 
India would overtake China by the middle 
of the next century. In Indonesia fertility has 
dropped by more than a quarter since 1962, 


to 4.3; but it has stuck there, close to the 
average number of children—4. 1 —that In- 
donesian parents want. So the population is 
still rising by 296 a year. 

What happens to world population will 
depend disproportionately on China. Fertil- 
ity there, after falling fast from six children 
per family to two, seems recently to have 
stalled. Why? Part of the answer may be that 
Chinese parents, like most Asians, long for 
a son. Experience in other Asian countries, 
such as South Korea, suggests that this long- 
ing may ultimately prevent fertility rates 
from declining to replacement levels. 


Babies: for and against 


Demographers tell of an African leader who 
(supposedly) began a speech warning his 
countrymen against over-population, with 
the words: "My people, our birth rate is so 
high that our numbers will double in only 
25 years and..." Wild cheering drowned 
the rest. Most developing countries now 
share the view of the leader rather than his 
audience. But the old Malthusian arguments 
against population growth have become 
more cautious and sophisticated with time. 
The predictions of the early 1970s that 
all those extra mouths could not be fed have 
so far proved pessimistic. The proportion of 
the world’s population suffering from mal- 
nutrition has declined (although the abso- 
lute number has risen). One reason is that 
food output in the poor countries rose by 
3.1% a year between 1961 and 1980, well 
ahead even of their soaring populations. 
China and India, the two most populous 
countries, became self-sufficient in grain. 
Nor is population growth necessarily 
bad for economic growth, as many people 
argued in the 1970s. Other factors—unsta- 
ble government, anti-market economics— 
clearly matter more. A committee of Ameri- 
ca's National Academy of Sciences studying 
the economic effects of population growth 
in 1986 found little evidence of damaging 
links. Mr Julian Simon, an American econo- 
mist, goes further and argues that popula- 
tion growth can foster development: “The 
ultimate resource is people— skilled, spirited 
and hopeful people." More people means 
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more new ideas, a bigger market, bigger pro- 
duction volumes, higher productivity, small- 
er transport distances. 

Conversely, even the links between 
population growth and environmental dam- 
age are not clearcut. Fast-growing popula- 
tions destroy more trees, but the stable ones 
of rich countries use more energy and pro- 
duce more filth. 

So why worry? One reason is that new 
births will not be evenly spread around the 
globe, but concentrated in countries which 
are already poor and often have difficulty 
feeding the mouths they already have. 
Above all, that means Africa, which will 
have three times as many people in 2025 as 
it does now. Its largest country, Nigeria, will 
have almost 370 people to the square kilo- 
metre—more than Holland today. 

[n theory, the world could almost cer- 
tainly grow enough food to feed twice as 
many people as it now has. One stuc 
quoted in the World Bank's 1984 Woru 
Development Report, reckoned that, if aver- 
age farm yields rose from the present two 
tonnes of grain equivalent per hectare to 
five, the world could support about 11! bil- 
lion people. Each could enjoy "plant en- 
ergy —food, seed and animal feed—of 
6,000 calories a day, the current global aver- 
age (the typical North American uses about 
15,000 calories, but most of that has gone 
long before he gets his mouth to it, in keep- 
ing his T-bone steak on the hoof). 

A different approach, in a 1983 study by 
the UN Food and Agriculture Organisation, 
put together information on soil and cli- 
mate. With basic fertilisers and pesticides, 
all cultivable land under food crops and the 
most productive crops grown on at least half 
the land, the study concluded that the world 
could in the year 2000 feed four times its 
projected population. Even with one-third 
of cultivable land under non-food crops, the 
world could feed 1!2 times its projected 
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WORLD POPULATION 
population in 2150. Both Africa and South 


America could feed roughly ten times more 
people than today, if—it's a giant if—they 
switched entirely from peasant agriculture 
to the best practice of North America. 

Even so, individual countries might 
starve. Using peasant techniques, 65 coun- 
tries would need imports to feed their peo- 
ple by 2000. They would include 30 of Afri- 
ca's 51 countries. Many of these—in east 
Africa and the Sahel—lie close to the 
sparsely populated lands of the central belt, 
which holds most of Africa's underused cul- 
tivable land. But increasingly tough controls 
on immigration may stop people moving to 
where the food is; and the poorest countries 
will not have the money to import it. 

Rapid population growth may not pre- 
vent fast economic growth. But growth 
might be faster still without it, and would 
certainly be more equitable. Countries with 
high birth rates need to divert rising sums to 
education simply to stand still. They will 
need to raise investment rapidly, if income 
per worker is not to decline. A relatively 
large part of their workforce will be young, 
inexperienced and unskilled. That will hold 
back wages. Unemployment—or at least un- 
der-employment—will be endemic. Where 
most people work on the land (in poor.coun- 
tries the average is over two-thirds), many of 
the extra ones will have to find jobs in farm- 
ing. Because the poor tend to have the big- 
gest families, and the poorest countries (ex- 
cept China) tend to have the highest 
fertility, population growth will widen the 
gap between rich and poor both within and 
between countries. 

Fast population growth does not always 
hurt the environment, but it makes harm 
more likely. People need fuel, and in many 
third-world countries wood is the main op- 
tion. Already, the world is burning three 
times as much wood for fuel as it is growing. 
Cutting down trees causes soil erosion, 
which damages cropland, silts up dams and 
makes rivers less predictable. 

Bulging cities bring other problems: Af- 
rica by 2025 will have 36 cities of 4m or 
more inhabitants and an average of 9m, 
more than greater London today. Yet as re- 
cently as 1950 no African city between 
Johannesburg and Cairo had even Im in- 
habitants. Already, third-world cities face 
intractable problems of pollution and waste 
disposal, often linked. Fewer than a third of 
Indonesia's town-dwellers have safe ways to 
dispose of human waste, which therefore 
pollutes the water supply. The same story 
could be told from Lagos to Delhi, even 
though many third-world cities now spend a 
third or more of their budgets on collecting 
and disposing of refuse. 

But the strongest arguments for slower 
population growth are not collective but in- 
dividual. Fewer children means healthier 
and happier children. Short gaps between 
births do not just mean more babies; they 
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mean weaker mothers and higher infant 
mortality, more hunger and greater poverty. 
With a gap of less than two years between 
births, infant mortality is more than twice as 
high as when babies come four years apart. 
China grasped quickly the links between fer- 
tility and mortality: it added 27 vears to life 
expectancy in the space of 30 years. Increas- 
ingly, family planning will be seen as a way 
to lessen not just births but child deaths. 


How to slow down 


So how is population to be slowed? Broadly, 
as people get richer and—women espe- 
cially—more educated, they want (and 
have) fewer children. But things are not 
quite thar simple. 

Under a fierce government, China, still 
one of the poorest countries, has cut fertility 
faster than any other. Brazil and Venezuela, 
well-off and rapidly industrialising, cut birth 
rates in 1965-75 by less than Sri Lanka or 
Thailand. Countries where income is eq- 
uitably shared tend to have lower fertility 
than those where the gains of growth go to a 
lucky few. 

Nor are the links between education 
and fertility straight-line. In general, well 
educated women do indeed have fewer chil- 
dren—four fewer in Colombia, for exam- 
ple—than the least educated. In poor coun- 


A way to cut child deaths 


tries, though, women who have never been 
to school at all breastfeed for longer, and so 
have fewer babies, than those who have 
spent a few years at primary school. 

At any given level of wealth or educa- 
tion, culture influences family size: Muslim 
societies, for instance, like those of Bangla- 
desh and the Middle East, tend to large fam- 
ilies, perhaps because of the inferior status 
they accord to women. But the link is intri- 
cate. The Catholic church condemns birth 
control, and Catholic Ireland duly has Eu- 
rope's highest fertility; but parts of Catholic 





Italy have its lowest. 

Much depends on governments. Except 
for oddballs like Iraq, Kuwait and Singa- 
pore, which are trying to raise fertility, in the 
past 20 years most poor countries have be- 
gun to see the case against rapid population 
growth. The most dramatic change has been 
in Africa: the UN's population division 
found that in 1976 only one-third of Afri- 
ca's governments thought fertility was too 
high, by last year two-thirds. But practice 
takes time to catch up with perception: in 
[976 a quarter of them had policies for re- 
stricting fertility, in 1989 still only half. 

Not that government promotion of fam- 
ily-planning services, or even their exis- 
tence, is essential: countries whose govern- 
ments are lukewarm or hostile to birth 
control, such as Colombia and Brazil, have 
still seen steep falls in fertility, and nine- 
teenth-century France had a birth rate half 
that of Kenya today. But governments c 
certainly help. 

The rich world too can help—if it 
chooses. In the 1980s, after a long period of 
rapid growth, foreign aid to family-planning 
programmes dropped sharply, thanks nota- 
bly to the American right and President 
Reagan. Of course, foreign aid is not neces- 
sary: China has paid all the costs of its birth- 
control programme—around $1 a head—it- 





self, and India four-fifths of its. But in most 
of the third world foreign aid has met 
roughly half the cost of family-planning poli- 
cies, and the newer the policy, the higher 
the foreign share. 

And rightly. Population programmes 
are a highly cost-effective way to raise living 
standards. More than 20 years ago President 
Lyndon Johnson argued that $5 spent on 
family planning was as effective a way of pro- 
moting development as $100 invested in in- 
creasing production. That ratio still holds. 





THE ECONOMIST JANUARY 20 1990 





Let's talk about resources 


Planning for the future means cultivating new skills, nurturing fresh 
ideas, and adapting to new environments. It means depending on 
people 

All of us at Deutsche Bank are busy planning for tomorrow. And our 
commitment to the future takes shape in how we address the 
manpower resources of today 

Around the world, you'll find us ready to talk business - real busi- 


ness — today and for tomorrow. 
Deutsche Bank — y 


Your Partner in the World . 


VA 





Deutsche Bank Group 


Branches, subsidiaries and representative offices in Europe North and South America. Buenos Aires, Carnpinas, Caracas, Chicago. Deerfield 
Amsterdam, Antwerp. Barcelona and more than 100 branches Los Angeles, Mexico. Montevideo, New York, Porto Alegre, Santiago de Chile 

in Spain. Brussels, Budapest, Federal Republic of Germany Sado Paulo. Toronto. Willemstad 

with more than 1300 branches. Geneva, istanbul. Lisbon, London, Africa and Middle East: Cairo, Johannesburg, Lagos, Manama, Tehran 

Lugano, Luxembourg. Madrid. Manchester, Milan and more than Asia-Pacific: Bangkok, Beijing, Bombay, Colombo, Hong Kong, Jakarta, Karachi 
100 branches in Italy. Moscow, Oporto, Paris, Rotterdam Kuala Lumpur, Lahore, Macao, Manila, Melbourne, Nagoya, New Delhi, Osaka 


Strasbourg. Vienna, Zurich Pusan, Seoul, Singapore, Surabaya. Sydney. Taipei, Tokyo 


It is often said that Hong Kong looks best from the water. 





THE TERRACE SPA POOLS 


AUCKLAND 


I GK 





OK. BEVERLY HILLS. CHICAGO. FIJI. HONG KONG 
HONG KONG: TEL (852) 721-1211, TLX 37134, FAX 











BERKELEY EXECUTIVE EDUCATION 1990 


University of California, Berkeley 





D Competitive Marketing Strategies: 
For High-Tech Products, March 4-9, 
Berkeley, and Oct. 14-19, Sturbridge, Mass. 
For Service Businesses, July 15-20, Berkeley 
For Consumer Products, Sept. 23-28, Berkeley 


Advanced Strategic Market Planning and 
^ Analysis, March 11-16, Berkeley 


Corporate Financial Management and 
Strategy, May 13-18, Monterey, Calif. 


$ The Berkeley Executive Program, 
* Sept. 30-Oct. 26, Berkeley 


Managing High-Technology Companies, 
March 25-30, Berkeley, and Oct. 14-19, Sturbridge, 
Mass. 


xb Management Development, July 22-27, 
” Berkeley 


o» Competitive Strategies and Public 


Policies for Telecommunications 
Companies, Nov. 4-9, Berkeley 


p The Berkeley Program in Executive 


Compensation, June 10-15, Monterey, Calif. 


$ Custom-Designed Programs 


WSF SSS EOE 

For further information: Betty R. Robinson, 
Administrator, Berkeley Executive Education, 
University Extension, Dept. 587, University of 
California, Berkeley, California 94720, USA 
Telephone: (415) 642-4267, ext. 587 

Fax: (415) 643-8683 


Once you immerse yourself in 
the many pleasures unique to 
The Regent, vou will no doubt 
agree that some of its best assets 


are liquid. 


HONG KONG 





A REGENT* INTERNATIONAL HOTEI 


ALA i MPUR MELBO 


852) 739-4546. HONG KONG: 366-3361, SINGAPORE: 737-3555. 


| NEW YORI SING RI SYDNEY TAIPEI 














Do you travel on business? 


GIVE YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER’S GUIDES 





While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 


e Business practice and etiquette € Law, tax and employment 


è Political and economic e Importing, exporting and 
circumstances distribution 

e Major industries and € The financial and business 
professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 


Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 


"xa Please send orders with payment to: 
I h v Marston Book Services 


i P O Box 87, Osney Mead 
F conomist OXFORD OX? ODT 1 
PUBLICATIONS 





Facsimile: (0865) 791927 Telex: 837515 
For credit card orders and enquiries please contact: 
Mrs Pat Crook on Oxford (0865) 791155 
Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SW1. 


(UO HEV NUI" ;8 RX 


THE BORN LEADER. 


—— 








Phnom Penh waits for 
Perez de Cuellar 


FROM OUR PARIS CORRESPONDENT 


~~ TOPE has a short life in Cambodia. Af 
ter a promising send-off, last summer's 
peace conference in Paris ended in dead- 
lock. At the end of September the Vietnam- 
ese did keep their word to pull out the last of 
their forces, winding up an | 1-year occupa- 
tion. Yet relief felt on all sides—by Cambo- 
dia’s neighbours, by the Chinese, by the 
West, and even by Vietnam’s patrons, the 
Russians, who had urged them to go 
home—was short-lived. Vietnam's with- 
drawal left its Cambodian client, Mr Hun 
Sen, alone with his shaky troops against an 
armed opposition dominated by the Chi- 
nese-backed Khmers Rouges, who had ter- 
rorised the country under Pol Pot in 1975- 
78. The Khmers Rouges wasted no time last 
autumn in moving out of their western sanc- 
~ tuaries along the border with Thailand. 
Cambodia is again in the grip of civil war. 
"Were Cambodia alone at stake, the 
world's powers would probably long ago 
— have consigned it to the lost-cause depart- 
. ment. Yet a war-wracked Cambodia threat- 
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ens its neighbours as well as itself. On top of 
this, though a large question mark hangs 
over the Chinese, whatever advantage out- 
siders once saw in taking sides now seems to 
pale beside the military and diplomatic cost 
of backing further war. The result is that the 
five permanent members of the United Na- 
tions Security Council—America, Britain, 
China, France and the Soviet Union—at 
last see a common interest in at least trying 
for a settlement. 

Although much still needs working out, 
the five agreed in Paris on January 15th-16th 
to an ambitious peace plan centred on the 
UN. This was a step forward, with shifts by 
both the Vietnamese and the Chínese. The 
plan calls, first, for verification of the with- 
drawal of foreign forces (meaning Viet- 
nam's), for a ceasefire and for the ending of 
outside military assistance; and, second, for 
a transitional period, during which the UN 
would have “an enhanced role”, leading to 
“full and fair” elections. In the minds of the 
Australian diplomats who concocted the 
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plan, and who have tried it out informally — 
on the Cambodian parties, an "e 
role" could mean sweeping executive pow- 
ers. The five will meet again this month or 
early in February, and again in March, after 
more talks with the UN secretary-general, Mr - 
Javier Perez de Cuellar, and with the Cam- — 
bodians and their neighbours. i 4 
Last summer's Paris conference had - 
made progress on the first knot of issues— 
verification, ceasefire and an arms em- 
bargo—but broke down on the questions of 
the UN and power-sharing. The Cambodian 
government and the Vietnamese refused to 
accept a role for the UN, largely because — 
Cambodia's seat there is held by the three- 
part opposition coalition. This is led by | 
Prince Norodom Sihanouk, the former — 
king, though he and Mr Son Sann, an ex- 
prime minister, are being shoved aside by 
the real power in the opposition, the 
Khmers Rouges. Russian pressure, the fail- 
ure of withdrawal to bring diplomatic re- 
wards, and Khmer Rouge success in the field _ 
have all worked to make Vietnam and its cli- — 
ent change their minds. With certain condi- — 
tions, they are now ready to accept a UN role. — 
The Chinese, too, have shifted: they are _ 
no longer insisting on power-sharing by the 
four Cambodian factions during the transi- — 
tion period. The thought of giving the . 
Khmers Rouges a share of power before elec- lá 
tions terrified Mr Hur. Sen, and the first — 
Paris conference reached an impasse. The 
art of the Australian idea is to side-step the 
issue of which Cambodian faction domi- — 
nates the transitional government by saying — 
none of them: the UN would instead. T 
Neat as it sounds, there are large prob- 
lems. The question of power-sharing has not - 
so much been solved as displaced. Under - 
the plan, there would be a Supreme Na- 
tional Council on which,- presumably, all 
four factions would sit. Like a collective 
head of state, it would represent Cambodian 
sovereignty but would have no executiv 
power. Running the interim go 
would be the UN’s job. Assume this il 
fiction works. How deep into the present. 
government would UN authority cut? Even if 
he is ready to step aside as prime minister, 
Mr Hun Sen would like his admi 1 
kept. The opposition wants most of it to go. - 
Cost comes in here. The plan would be 
expensive enough for the UN, even if it dic 
not try to replace Cambodia's junior offi- - 
cials and every last local governor with its - 
own staff. There is no strict precedent, but. 
the relative success of the UN's Namibia op- 
eration makes it a workable model for Cam- 
bodia. That operation involved 4,500-7,500 
people for a year at a cost of $420m. But that - 
ENT. 
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someone else (South Africa) in charge of the 
government. Perhaps double the number of 
troops and officials would be needed in 
Cambodia. If, as some people want, the elec- 
tions were to take place in two steps, with a 
vote for a constitution-writing assembly fol- 
lowed by a parliamentary election proper, 
the transition could take more than a year. 
Since the Congo operation in 1961, the 
UN has concentrated on peace-monitoring 
rather than peace-making. The UN is not go- 
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| FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Eg V THEN the Vietnamese army with- 
| drew from Cambodia last Septem- 


ber, Mr Hun Sen, the prime minister the 
Vietnamese had installed in Phnom Penh, 
thought he had a plan to defeat the guer- 
rillas fighting his government. He would 
| sacrifice a few border towns, to lure the 
| lightly armed opposition fighters away 
from the sanctuary of the Thai border, 
and then use his army's tanks and artillery 
to pulverise them. 

The plan has failed. This week Mr Hun 
Sen admitted that the opposition has 
"punched holes" in his front line. Parts of 
his army seem to be in a state of panic. If it 
collapses, and the Khmers Rouges—the 
main guerrilla force—grab a big chunk of 
Cambodia, the hope of arranging for the 
United Nations to run Cambodia until an 
election can be held could be punctured. 

After the Khmer Rouge raids on 
Battambang and Phnom Penh at the be- 
ginning of this month, Mr Hun Sen sent 
orders to his local commanders to launch 
a counter-attack. According to radio 
transmissions monitored by a western em- 
bassy in Bangkok, the commanders re- 
plied that they did not have enough men, 
ammunition or fuel to do so. Mr Hun Sen 
reacted by announcing that an already 
onerous system of conscription would be 
extended, and by imposing further restric- 
tions on movement in north-western 
Cambodia. His Vietnamese patrons seem 
equally rattled. Last weekend Mr Tran 
Quang Co, Vietnam's deputy foreign 
minister, suggested that partition might 
be the only way of bringing peace to Cam- 


| bodia, even temporarily. Mr Hun Sen re- 
| acted angrily to the idea. 


The Khmers Rouges' most effective 
weapon is their reputation. Most of Mr 
| Hun Sen's troops would rather desert 
. than fight them. Last month another op- 
position group, the Khmer People's Na- 


Á . tional Liberation Front, lost hundreds of 


men in an attack on Svay Chek. Its de- 
fenders put up a dogged resistance until 
the Khmers Rouges' radio station an- 
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The terror in a name 





Ls - WI 
P . t eu. 


ing to "send its troops in harm's way”, ac- 
cording to an American diplomat. There is 
nothing, in this plan, to deal with a Khmer 
Rouge decision to continue fighting. An in- 
ternational force is not going to do in one or 
two years what the Vietnamese failed to do 
in 11. In a sense, this is a peace plan which 
presupposes peace. 

The West and the Russians want it, as 
do Cambodia's neighbours. Much now 
hangs on how far the Chinese are willing 
and able to lean on the Khmers Rouges. The 


nounced they would join the attack. The 
defence crumbled before they arrived. 

So far the Khmers Rouges have been 
relying chiefly on small raids and psycho- 
logical warfare. Events may soon show 
whether this is because they are husband- 
ing their resources, or because they are 
not as strong as most people have as- 
sumed. The Khmers Rouges need a fairly 
spectacular victory before long. The cap- 
ture of Battambang would be ideal, 
though nearby Sisophon might do. They 
need it before the international pressure 
for a peace settlement gathers even more 
force, and in particular before the meeting 
between all the Cambodian factions and 
interested outsiders that is due to take 
place at the end of February in Jakarta. 

Battambang is Cambodia's second 
city, which isn't saying much; but it also 
lies at the heart of the country's granary. If 
the Khmers Rouges arrived in Jakarta 
with Battambang under their control, it 
would make up for China's decision to 
stop insisting that they must play a role in 
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Khmer Rouge reaction to the idea of a UN 
interim government, when talked over with 
the Australian deputy foreign minister, Mr 
Michael Costello, is said to have been cool. 
Whatever happens, the Khmers Rouges may 
find a way to fight their way into power. 
They have their own sources of money, and 
are Cambodia's best organised group (see 
box) Even China's ruthless and accom- 
plished diplomats will have their work cut 
out controlling them. 
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an interim government. Control of 
Battambang would also improve the 
Khmers Rouges’ chances in an election, 
since it would give them the chance to 
wipe out local supporters of Mr Hun Sen 
—or anyone else—long before any UN 
umpires arrived. 

The other main part of their election 
campaign is already under way in many 
Cambodian villages. The Khmers Rouges 
are intimidating those who collaborate 
with the Hun Sen regime. They are also 
paying peasants above the market price 
for their rice. (They get the cash mostly 
from selling gem-mining and logging 
rights to Thais.) The Khmers Rouges are 
the best-organised group in Cambodia 
anyway; these methods could win them a 
lot more votes than many people expect. 
They could then continue their bid for to- 
tal control of Cambodia from inside a new 
government. That might be safer than try- 
ing to grab power at gun-point, which 
could lead to a fight with an international 
peace-keeping force or even to another 
Vietnamese invasion. 

And if the Khmers Rouges score no 
great victory, and China cuts its aid to 
them? They are believed to have enough 
weapons to carry on a low-level guerrilla 
war, maybe for years. But if Thailand 
stopped new supplies reaching them 
across its border with Cambodia, and de- 
nied them sanctuary on its territory, the 
taming of the Khmers Rouges might at 
last be in sight. 
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Hongkong 


Hound the curve 


FROM OUR HONGKONG CORRESPONDENT 


RITAIN's foreign secretary, Mr Doug- 

las Hurd, seeks the “first prize”. A Chi- 
nese official speaks of "small showers of 
rain" threatening to become “typhoons”. 
Hongkong’s governor replies that "we are 
almost at the end of the winter and spring is 
coming round’. Somewhere behind this 
swirl of metaphors a decision is taking shape 
on the future of Hongkong's 6m people. 
How much democracy will Britain grant its 
colony before it hands it over to China in 
1997? 

Mr Hurd, visiting Hongkong from Janu- 
ary 13th to 16th, says that the answer is not 
yet known. No wonder: whatever Britain de- 
7?ss, someone will be upset. The Chinese 

ady mistrust Hongkong's freedom of 
speech. When Sir David Wilson, the colo- 
ny's governor, visited Beijing last week one 
senior Chinese official, Mr Li Hou, de- 
nounced Hongkongers’ chants on new 
year's day attacking “the Ceausescus in 
China". This week China offered another 
backhander: Hongkongers with British 
passports would not be able to seek British 
consular protection when China takes over 
in 1997, nor hold top jobs in Hongkong's 
government. Hence Mr Li's references to 
the weather. Why worsen the climate, the 
Chinese argue, by encouraging direct 
elections? 

The simple answer is that without elec- 
tions talented Hongkongers will emigrate 
even faster, and China, which relies on 
Hongkong for over half its foreign invest- 
ment, will inherit a devalued, denuded asset. 
This is why the Chinese-British agreement 
of 1984 promised that after 1997 Hongkong 

uld retain a “high degree of autonomy". 

In 1988 the Hongkong government 
pledged to introduce ten seats by direct elec- 
tions to the Legislative Council (Legco) in 
1991. After the bloodshed in Tiananmen 
Square last June, the foreign affairs commit- 
tee of Britain's House of Commons recom- 
mended that half of Legco be directly 
elected in 1991, and all of it in 1995. And in 
October the non-government members of 
Hongkong's Legislative and Executive 
Councils at last reached consensus on the 
introduction of democracy: 20 Legco seats 
out of 60 to be filled by direct elections in 
1991; 30 out of 60 in 1995; 60 out of 90 in 
1999: and 90 out of 90 in 2003. 

A Chinese government made ever more 
fearful by the collapse of East European 
communism does not like the sound of this. 
Last month the drafters of the Basic Law, 
which will act as Hongkong's constitution 
after 1997, proposed a mere 18 seats by di- 
rect election until at least 2007. On January 
17th the drafters began another, final, meet- 
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Adrift on a sea of principle 


FROM OUR HONGKONG CORRESPONDENT 


T IS unlikely that Hongkong's 55,000- 
odd Vietnamese boat people will ever 
read the Amnesty International report 
on their plight. Why should they? They 
are already familiar with the squalor, 
deprivation and callousness it describes. 
No wonder the inmates of the Hei Ling 
Chau detention centre mounted a ban- 
ner-waving (but remarkably polite) dem- 
onstration to mark the visit to their 
camp by Britain's foreign secretary, Mr 
Douglas Hurd, on January 16th. Britain, 
after all, wants to send them back to 
Vietnam whether they like it or not. 
There is bound to be suffering when- 


ever would-be immigrants are forced to 





Perhaps she can stay 


return home. Amnesty accuses Britain, 
though, of falling short of its responsibil- 
ities to limit that suffering. One of the 
group's claims—hotly denied by Hong- 
kong officials—is that acts of ill-treat- 
ment by staff at the detention camps are 
ignored or forgiven. Another is that the 
British colony provides too few safe- 
guards in the screening procedures it 
uses to separate "economic migrants", 
who are to be sent back, from genuine 
refugees, who are entitled to asylum. 
Amnesty says that Hongkong fur- 
nishes too few competent translators to 
help in the screening, and that the local 
office of the United Nations High Com- 
missioner for Refugees has only six moni- 
tors to oversee 400 screening interviews a 
week. One boa: person with a long his- 
tory of political persecution was classi- 


fied as an economic migrant until the | 
UNHCR intervened. Amnesty speculates | 
that many others were not so lucky. 

Britain should take all this to heart, 
but the fate of the boat people will de- 
pend more on political agreements 
reached by the countries involved than 


on Hongkong's screening procedures. | - 


On this front, something seems to be 
happening: the 28 governments which 
make up the UN steering committee on 
Indochina's refugees have put off until 
next week a meeting in Geneva that had 
been due to take place on January 18th. 
The reason, say those who ought to 
know, is that a deal between Britain and 
America over the boat people is being 
prepared. 

The United States has bitterly op- 


posed sending the Vietnamese back || 


against their will, even though it has not 
been willing to open its own doors any 
wider to the boat people, and even 


though it metes out an even rougher sort | 


of screening to its own would-be Haitian 
immigrants (who are stopped on the high 
seas, asked a question cr two and turned 
away). Yet the rumour is that America is 








now "close to accepting" the principleof || 


mandatory repatriation. 

Even if, as speculation in Washington 
has it, a big reason for the change of 
heart is President Bush's gratitude for 
Mrs Thatcher's unstinting support when 
he invaded Panama last month, the 
Americans must be getting something in 
return for their switch. That something 
could be a moratorium on mandatory re- | 
patriation until the queue of boat people. 
who have volunteered to go back—more _ 
than 1,000—has departed. Or it could 
be a guarantee that anyone classified as 
an economic migrant could not be re- 
turned against his wishes for six months. 
The Americans may be calculating that 
such a waiting-period would mean a sec- 
ond forced repatriation, with all its po- 
tential for acts of violence and despera- - 
tion, would never take place. 

After all, the only mandatory repatri- - 
ation so far—a Jam swoop on 51 — 


unfortunates, including 17 women and | 


26 children, on December 12th—was 
more for show than anything else. Viet- 
nam has done as little as possible to co- 
operate with British efforts to return 
boat people, whether forcibly or not. 
Hence the delay in sending even volun- 
teers home. Hence, too, the Hongkong 
government's preparations to “wel- 
come" another 30,000 boat people this 
year while seeing off far fewer than that. 
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ing on Hongkong's future. Can Mr Hurd or 
anyone else make them change their minds 
before China's National People's Congress 
meets in March and April to set the Basic 
Law in concrete? 

Maybe. The “first prize" Mr Hurd 
spoke of is the hope that China will agree to 
an "upward curve", as he put it, in Hong- 
kong's democratisation. That would fit the 
idea, dear to both Britain and China, of a 
"convergence" of pre-1997 and post-1997 
political practice. If this fails, Mr Hurd says, 
"we will have to make our own decisions 
with the government of Hongkong as re- 
gards the elections.” It is said in Hongkong 
that the Chinese government may instruct 
the drafters to insert a clause allowing the 
Basic Law to adjust itself in 1997 to whatever 
pace has been set beforehand. 

Mr Hurd sounds tough. But where will 
it lead? He has put no numbers to his elec- 
toral intentions, and committed himself 
only to a decision "within weeks "—swhich 
could be before or after China approves the 
Basic Law. The suspicion lurks that Mr 
Hurd's "first prize" will be a democratic 
progression far statelier than worried people 
in Hongkong and London want. 

But some Hongkongers are more re- 
laxed. While Mr Hurd was in Hongkong, Mr 


Vincent Lo, a prominent local businessman, 






Produce the body 


5s leader of the Bougainville rebels, 
Francis Ona, may have been mur- 
dered by members of his own gang. Or 
the story may be false, put about to dis- 
credit him. It is vouched for by the police 
commissioner in Bougainville, a tropical 
island belonging to Papua New Guinea 
whose normally easy-going life has been 
demolished since Mr Ona started to 
make trouble some 14 months ago. But 
on January 12th, the day after the com- 
missioner had announced Mr Ona's 
death, the report was dismissed as non- 
sense by Bougainville’s Roman Catholic 
bishop. Mr Ona is a Catholic. 

As in most murder stories, it is help- 
ful to have a body. The policeman was 
not able to produce one. The bishop 
said, reasonably, that with $200,000 of- 
fered for his capture, Mr Ona was staying 
in the jungle. 

The Bougainville rebellion is increas- 
ingly taking on the flavour of fiction. Mr 
Ona's original single-minded objective 
was to get the operators of a Bougainville 
opencast copper mine to promise to fill 
in the huge hole they had made and to 
make the land fertile again. The applause 
he won from local people and from envi- 
ronmentalists may have gone to his head. 
Newspapers in Australia, Papua New 
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1997 approaches, Mr Hurd 


took a delegation of fellow-conservatives to 
Beijing. Mr Lo has a "compromise" that 
calls for only 4096 of Legco to be directly 
elected by 1997, This may also be too fast for 
China, but Mr Lo was greeted by the same 
people, including China's prime minister, 
who had earlier welcomed Sir David Wilson. 
Someone up there likes Mr Lo. 





Guinea's former colonial power, call him 
a Robin Hood or, sometimes, a Rambo. 
Mr Ona has come to believe them. He 
now wants the mine to be closed perma- 
nently, for $11.5 billion to be paid to lo- 
cal landowners and, toughest of all, for 
Bougainville to secede from Papua New 
Guinea. He refuses to consider the gener- 
ous proposals for compensation put up 
by the government. His Bougainville 
Revolutionary Army is a fantasy, consist- 
ing of perhaps 100 men. Still, they can 
do harm. Some 50 people have been 
killed, seven of them in a rebel attack this 
week. The mine is closed; its operator, a 
subsidiary of Britain's RTZ, says it cannot 
guarantee protection for the miners. Re- 
cently it announced that it was mothball- 
ing the operation, which suggests it en- 
visages a shutdown that may last years. 
While the mine is closed Papua New 
Guinea's government is said to be suffer- 
ing $1,000 a minute in forgone revenue. 
The permanent closure of the mine 
could do the country some good, encour- 
aging it to diversify the economy away 
from minerals. But it is hard to believe 
that one of the world's largest lodes of 
copper will remain untouched for ever. It 
is not only the police commissioner who 
hopes that Francis Ona is dead. 









































Burma 


A silenced voice 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


SE Burmese government is taking no 
chances that the general election to be 
held on May 27th, the country's first in 29 
years, will be anything other than a charade. 
On January 16th it barred Miss Aung San 
Suu Kyi from standing. She was the most 
popular leader to emerge from the 1988 
uprising. 

Rangoon was filled with soldiers to de- 
ter protesters. All the same, a crowd of more 
than 1,000 gathered, illegally, to hear the 
electoral commission's decision. Miss Suu 
Kyi is the daughter of Aung San, the leader 
of Burma's fight for independence, and gen- 
eral secretary of the National League for De- 
mocracy. Although she has been und-- 
house arrest since July, she was allowed 
forward candidacy papers for a seat in Ran- 
goon. The commission had previously ap- 
proved her candidacy. It now says she can- 
not stand because of her alleged links with 
insurgents. Its change of mind may have 
been the result of pressure by the military 
government. 

The government, which calls itself the 
State Law and Order Restoration Council, 
has not cared to bring criminal charges 
against Miss Suu Kyi. U Nu, Burma's prime 
minister from 1948 to 1962 and the other 
main opposition leader, has also been 
barred from standing in the election. 

The government still claims that the 
election will be free and fair, with more than 
2,000 candidates representing around 100 





The generals fear Suu Kyi 
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Another solid result | 
| from one of the world's leading 
resource managers. 


BHP's performance during the half year ended November MINERALS 
1989 again produced a solid result reflecting firm demand, higher Strong world prices in all major product categories have 





prices and improved productivity. continued to drive the success of the Minerals business. The 

Group profit for the half year was $560 million’ on an construction of the Escondida copper mine in Northern Chile 
operating revenue of $7 billion. OPERATING PROFIT ($ mif) is progressing well. 
The November dividend to PETROLEUM 
shareholders was 17.5 cents Firm world oil prices have 
per share. These figures reflect produced an improved result 
the underlying strengths of from this unit. The result 
BHP's operations, and they includes a contribution from 
have been achieved despite refining and marketing by Pacific 
higher interest rates. During Resources Inc. Deliveries of 
this period investments to LNG to Japan began in August. 
expand and upgrade the Challis, the second Timor Sea 
Company's asset base continued. December. 

STEEL 
A strong demand for steel products in Australia produced For further information, please contact Dr Brian Belcher, Corporate 


a trend to added value products have contributed to this group's Company Limited, 90 Long 


: Representative Europe, 
record sales for the half year. Significant productivity gains and The Broken Hill P yD BMP 
results. Exports were increased. 





Acre, London WC2E 9RA. M 


t All figures in $A. 4 Before minorities and extraordinary items. um n e 





THE ECONOMIST JANUARY 20 1990 





31 


> 





- 
D 


ASIA TT 


parties fighting for the 489 seats in the Na- 
tional Assembly. The winner, expected —es- 
pecially now—to be the government's pup- 
pet National Union party, is to write a new 
constitution before a second election is held 
to fill parliament. 

In the run-up to the election the regime 
has been making extensive use of repression 
and propaganda. Some political prisoners in 
Rangoon have been transferred to provin- 
cial prisons, presumably to make room for 





the next batch. The state-controlled news- 
papers have not reported events in Roma- 
nia. Alternative reading is a 300-page tome 
entitled “The conspiracy of treasonous min- 
ions within the Myanmar nation [Burma] 
and traitorous cohorts abroad”, the tran- 
script of a seven-hour press conference 
given last September by General Khin 
Nyunt, the head of military intelligence. It 
will be interesting to hear what he drones on 
about on election dav. 





Sri Lanka 


Tigers on the prowl again 


FROM OUR COLOMBO CORRESPONDENT 


1 bim Tamil Tiger guerrillas, for the past 
couple of years an endangered species 
confined to Sri Lanka’s northern jungles, 
are again roaming freely in large numbers. In 
topsy-turvy Sri Lanka the Tigers owe their 
revival to the government, which once 
wished them extinct. 

Twelve months ago Sri Lanka's only re- 
maining separatist group was in trouble, 
hunted down by the 50,000 men the Indian 
army had sent to Sri Lanka to keep the 
peace. The Tigers had refused to take part in 
the election of the North-Eastern Provincial 
Council, a body set up to meet, part-way, 
Tamil demands for self-rule. Instead their ri- 
val, the Indian-backed Eelam People's Revo- 
lutionary Liberation Front (EPLRF), which 
had abandoned its fight for an independent 
country, won control of the new council. 

But Président Ranasinghe Premadasa, 
who came to power a year ago, shared the 
Tigers' hatred of India's peace-keeping force 


(it had been invited in by his predecessor, 
Mr Junius Jayewardene, who despaired of 
ending the insurgency on his own). The Ti- 
gers responded to Mr Premadasa's appeal 
for talks in April last year, and pressed for 
an immediate [Indian withdrawal as a condi- 
tion for peace in the north and east. Impetu- 
ously, Mr Premadasa ordered the Indians to 
leave by the end of July, causing a crisis in 
his relations with India. After long talks be- 
tween the two governments, the final date 
for withdrawal has now been pushed back to 
March 31st this year. 

The Indians have already left Amparai 
and Batticaloa in the east and Mannar, 
Vavuniya, Mullaittivu and Kilinochchi in 
the north. But more than 20,000 well-armed 
Indians remain in the former Tiger strong- 
hold of the northern Jaffna peninsula and 
around the north-eastern port of 
Trincomalee. 

Assuming the Indians do go on sched- 
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ule, what will happen to members of the 
EPLRF and other groups that have had the 
protection of the Indians? The Tigers c 
them collaborators, with the threat of dez 
that word implies. The Indians have set up a 
group called the Tamil National Army, 
which is supposed to take over their duties. 
But this artificial "army", made up mostly of 
conscripted teenage boys, is no match for 
the battle-hardened Tigers. Hundreds of 
youngsters have been killed as the Tigers 
swept through the areas evacuated by the In- 
dians. 

The Tigers are not neglecting politics 
this time. A party they formed in December, 
called the People's Front of the Liberation 
Tigers, held its first rallies last week. The size 
of the crowds that turned up suggests the Ti- 
gers will sweep the north and east with bal- 
lots, too, when a fresh election to the pro- 
vincial council is held after India’s 
withdrawal. 

The Sri Lankan government has done 
little to stop the Tigers. The Sri Lankan 
army has been arriving suspiciously late to 
break up battles between rival Tamil forc 
The police have to ask the permission J. 
teenage Tigers to pass through their check- 
points. The government says it would be ac- 
cused of persecuting the Tamil minority if it 
sent a lot of soldiers into the north-east to 
try to take control of the area—and this 
could lead to calls for the Indian army to 
stay on. 

But allowing the Tigers a free hand is 
dangerous. President Premadasa seems to 
hope they will agree to let the north-east re- 
main part of Sri Lanka, however loosely. 
The Tigers have said they now wish to live in 
peace with their fellow-Tamils in the north- 
east, and with the Sinhalese, who are the 
majority elsewhere on the island. But they 
have not publicly renounced their goal of a 
separate state of Tamil Eelam. Armed to the 
teeth, they may soon dominate their part of 
the island. With the Indians gone, there will 
then be nothing to stop them from declaring 
independence. 
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Source: WM Pension Fund Index, 
Weighting (excl. property) 30.6.89 
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INVESTING IN ASIA? THE PLACE IS THAILAND THE TIME IS NOW THE REASONS ARE RIGHT HERE 


hailand's skills and independence have created a multifac- 
tored economy embracing the most sophisticated technology, 


in an atmosphere of freedom and stability. Boosted by a government 


which recognises that free enterprise and foreign expertise are neces- 


sary for a healthy society, the economic revolution has reached all 
parts of the country. 

The highest standards are maintained in technical industries, 
from gem-cutting and jewelry designing to the state-of-the-art. pet- 
rochemical complex on the Eastern Seaboard. 

As Asia's only net food exporter, high-tech agro-industries are 
literally reaching the grass roots. For instance, tiger prawn production 
has brought over 13 billion Baht into the Kingdom, while the Thai 
poultry industry exports 100,000 tons to Japan, West Germany and 
the Middle East. 

Great opportunities exist today in industry, as well as meat-pro- 
cessing, agriculture, re-forestation and paper pulp, canning and food 
processing. 


The Board of Investment has played a major role for more than 
a quarter of a century in facilitating economic opportunities. Promo- 
tional privileges, incentives and tax concessions are only part of the 
job. The BOI can show you how investment can be safe and profitable 
for the international business community. 

The time is right. Thailand is right for the job. All that we need 
is your interest. 

For information, please contact: OFFICE OF THE BOARD OF 
INVESTMENT, 555 Vipavadee Rangsit Road, Bangkok 10900, Thailand. 
Tel: (662) 270-1400, Fax: (662) 271-0777 
New York Tel: (212) 466-1745/6 Fax: (212) 466-9548 
Frankfurt Tel: (069) 281-091/2 Fax: (069) 292-460 
Tokyo Tel: (03) 582-1806, 582-0976 Fax: (03) 589-5176 
Sydney Tel: (02) 247-8905, 247-8906 Fax: (02) 251-6905 


Office of the 
Board of investment 





AMERICAN SURVEY - 


A special relationship 


PANAMA CITY 


N NOVEMBER 4 1903, a day after he 

had declared Panama's independence 
from Colombia, President Manuel Amador 
tried to explain to Colombia's General Juan 
Tobar why further resistance from Colom- 
bia would be futile. “The United States has 
fully entered into this movement", the luck- 
` ss Tobar was told, "and our independence 
guaranteed by that colossus.” Since the 
colossus had no fewer than ten warships in 
Panamanian waters within a week, a 
quicker-witted man than 
Tobar might have asked 
what kind of independence 
this was. His shade could 
ask it still. 

"Una relacion espe- 
cial," the newspaper El 
Panama America called 
the connection between its 
country and the United 
States in a long editorial on 
January 15th. In Washing- 
ton, few have realised quite 
how special Panamanians 
think the relationship to 
be. They soon will. 

For, like it or not, 
America is going to be em- 
broiled in things Panama- 

an for some time. The ad- 
ministration admitted as much when it sent 
a delegation from the State Department and 
the Treasury to Panama to assess the coun- 
try's economic needs. In its wake, the usual 
crowd from USAID and other Washington 
agencies are crawling round Panama City (it 
is only a matter of time before the new breed 
of academic adviser breezes into town). 

The first priority is reconstruction. Pan- 
ama has made virtually no payments on its 
foreign debt since 1987, and now owes 
about $700m in accrued interest. The econ- 
omy shrank by about 2596 in 1988 and by 
more than 1096 in 1989. Yet Panamanians 
are natural capitalists. On the morning of 
January 13th a businessman (with a neat pig- 
tail—young Panamanians are like that) 
printed 3,000 shirts with a tasteful design of 
President Bush strangling General Manuel 
Noriega. He thought he would take three 
days to sell them. They were all gone by 
nightfall at $7 each, which, since each shirt 
cost $1.50 wholesale plus 65 cents to print, 
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represented quite a nifty return. 

Indeed, it is this freewheeling spirit that 
the Americans have to watch. In the finan- 
cial markets, for example, the Americans are 
clearly going to insist that Panama tighten 
its banking-secrecy laws, much used by drug 
barons. Yet this will probably diminish the 
attraction of Panama for those who have 
used it for more legitimate offshore pur- 
poses. The banking business has been in de- 
cline since the Americans imposed sanc- 


tions in 1988; if they now insist on tough 
regulations, it will not soon recover. 

There are other delicate economic is- 
sues. The new government of President 
Guillermo Endara is a centre-right one, 
making all the right noises about free trade 
and privatisation. The danger (of which its 
members are aware) is that it will seem to be 
no more than a committee of the Chamber 
of Commerce. Already, some businessmen 
are calling for a relaxation of the country's 
labour-protection laws. In a country with 
some of the nastiest slums in Central Amer- 
ica and an unemployment rate of more than 
25%, it would not take much to fan a few 
populist flames. That would not go down 
well in Washington, which is hitched to Mr 
Endara’s bandwagon for now. 

One economic problem is of more press- 
ing concern for the United States. This is 
the cost to business of the disruption that 
followed America’s invasion; estimates 


range from $700m to $2 billion, almost all of 
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it the result of looting. Whatever else the 
Panamanians may be, they are terrific loot- 
ers. Throughout the business district, shops | 


were stripped not only of their goods but of 
shelves, glass and fittings. Orthopaedic 
baths were stolen from a clinic, cars from 
showrooms, machine-tools from factories. — 

Reinsurers abroad nave already said this 
is war damage, against which few of the 
looted stores were covered. Many were not 
covered at all; the American Chamber of 
Commerce thinks that the looting led to- 
about $300m-400m of insured losses but 
$400m-500m of uninsured losses. » 

Who will foot the bill? Many Pz ama- 
nian businessmen think that Uncle Sam 
should. Uncle Sam disagrees. On a recent 
visit Mr Lawrence Eagleburger, the deputy 
secretary of state, left his Panamanian hosts. 
in little doubt that America 
would not pay for looting; 
that is also the 
among most members of. 
Congress who have visited 
Panama. a 

To give them their due, 
some members of the 
Endara government are em- 
barrassed about the de- 
mands for compensation, 
saying that all sectors of 
Panamanian  society—in- 
cluding its merchants— 
should be prepared to pay 2 
price for getting rid of Gen 
eral Noriega. But whatever 
the politics, the truth re 
mains that without some 
substantial American assis 
Mee many of Panama’s traders will soon go 

ust. 
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Now what treaty was that? 
Not only will the economic ri 
of Panama require continued American as 
sistance. So will the country’s security. Th 
official American line is that the troops 
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being withdrawn from Panama and replaced 
by Panamanians. In the city, to some extent 
this is so. But in the countryside 
special forces are digging in for a long stay; 
the army's top brass in Panama reckons the 
special forces will be patrolling the campe 
for at least six months, which is a lot longe 
than many in Washington seem to think. 
And then? The Endara government i: 
seriously considering the Costa Rican exam 
ple. Costa Rica formally has no army. Thi 
sounds nice. But since Panama is not onl: 
the home of the pesky canal that sta ed th 
whole business, but also a natural staging 
post for drug traffic from South America, it 
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WASHINGTON. DC 


I: HAD the authentic ring of the man. 

"Supporting freedom”, said Senator 

Bob Dole in a New York Times article, 
"will cost bucks—big bucks.” Con- 
strained by the budget deficit, the bucks 
are not there to be had. So the Senate 
minority leader proposed a sensible 
rejigging of America's foreign aid: rather 
less would go to the countries that usu- 
ally get it and rather more to the new de- 
mocracies of Eastern Europe and Latin 
America. 

About two-thirds of America's bilat- 
eral aid goes to just five countries: Israel, 
Egypt, Pakistan, the Philippines and Tur- 

. key. Mr Dole's proposal was simple. Let 
the lucky “earmarked” countries (those 
for whom Congress has earmarked a 
fixed amount each year) take a modest 
5% cut in their allocations. On the top 
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— has genuine security needs. Who, after the 
. army is di would supply them? 
The answer was, and will be, America. 

—. Quite apart from the forces it brought in for 

_ the invasion, the United States has 13,000 

= troops in Panama (Howard Air Base is one 

of the largest United States bases in the 
= hemisphere). The Panama Canal treaties, 
= signed by President Carter and General 

..— Omar Torrijos in 1978, envisaged that only 

_ Panamanian troops would stay in Panama 


they see no need to revise the treaties. They 
- will soon discover that the Panamanians- 
. only clause is unworkable. If Panama gets rid 
— of its army, then the American bases will 
. stay for good. It is that simple. 
| Panamanians understand this. They 
— know they would still be suffering under 
- General Noriega if President Bush had not 
—— sent his troops in. Those troops, so far, are 
. enormously popular. Of course, this might 
-—. change— Belfast is not the only place where 


l 
| _ troops have been welcomed one month by 


i 





. people who spat at them the next—but it 
. seems unlikely. Panama ‘City is not like 
~ ether Central American towns. Paitilla, a 
e s of the city full of glitzy apartment 
| oic mere like Mind des Mone 
gu When the daughters of the oligarchy 










— ("garchettes" in press-corps jargon) don 
| 4 gloss lipstick, tweak their underwired 
__ bras and dream of a green card and an apart- 
.. ment in Boca Raton, they think the special 
relationship they have with America gives 
them a right. 
t "Wouldn't it be nice", said a man close 
_ to Mr Endara, "if we could find a new word 
— for colony?" In a fastidious world, perhaps 
he is right, but a colony is what Panama is, 
_ just as Puerto Rico is. There is little point in 
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five alone, this would vield about $328m 
for redistribution elsewhere. 

Which makes excellent sense if, like 
Mr Dole, you come from Kansas, where 
foreign-country lobbyists are thin on the 
ground. In Washington, where they are 
thick on the ground, administration offi- 
cials have signalled that this good idea is 
not theirs. 

The lobbyists have already gone to 
work. Pakistan promptly said it hoped 
no cuts would apply to its programme. 
Israel, which has been promised $3 bil- 
lion of the total $14.8 billion bilateral 
and multilateral aid on offer, said that 
the cut would make it "almost impossi- 
ble" for Israel to admit Jewish refugees 
from Russia. Sometimes this is called 
diris and sometimes something less 
polite. 





















America pretending it is not a colonial 
power. Instead, it might concentrate on be- 
ing a good colonialist in those parts of Latin 
America where that is what it is. President 
Theodore Roosevelt and John Hay, his sec- 
retary of state, understood this when they 
backed Manuel Amador in his struggle for a 
strange kind of independence from Colom- 
bia. Does President Bush understand it 


now? 





Taxes 


Hidden treasure 


WASHINGTON, DC 


m STARTING a campaign to cut the pay- 
roll tax that pays for retirement benefits, 
Senator Patrick Moynihan has acquired 
strange political allies. Right-wing think- 
tanks cheer him on; his fellow Democrats 
keep an embarrassed silence. President Bush 
is in the awkward position of resisting a tax 
cut that would benefit all working Ameri- 
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cans, while proposing in his 1991 budget a 
cut in the capital-gains tax, plus tax breaks 
for saving, both of which would mainly help 
the better-off. Mr Moynihan's move could 
make the payroll tax, not Mr Bush's propos- 
als, the focus of tax debate this year. 

The payroll tax falls equally on employ- 
ers and workers. The proceeds go into two 
trust funds, one that finances social security 
(old-age pensions), the other Medicare, the 
health-care programme for the old. After a 
1983 report on the system's solvency from a 
commission of which Mr Moynihan was a 
member, Congress approved a series of big 
increases in the tax. The latest, to a total of 
15.396 levied on all pay below the cut-off 
level of $51,300 a year, came on January Ist. 
bo rate is now 60% higher than it was in 
1970. 


The payroll tax wreaks havoc with mar- 
ginal tax rates. True marginal tax rates are at 
their peak for two-earner couples makin 
between $50,000 and $100,000 a year (se 
chart)—precisely the middle-income people 
who would best respond to the incentive of 
lower rates. America has one of the world’s 
least progressive tax structures. The average 
proportion of income paid in tax by the 
poorest 50% of families rose in the 1980s by 
6%, while for the richest 10% it fell by 10%. 
And thanks largely to higher payroll taxes, 
the share of federal taxes in GNP throughout 
the supposedly tax-cutting 1980s stayed un- 
changed at around 19.596. 

There are big annual surpluses in both 
the social-security and Medicare trust funds 
($65 billion and $25 billion respectively this 
year, though the rising cost of health care 
means that the Medicare surplus will soon 
disappear). The social-security surplus is de- 
signed to meet the pensions of retired baby- 
boomers in the next century. But since it is 
invested in Treasury securities, it is not be- 
ing saved but used to finance spending. As 
Mr Moynihan said in the report of the N: 
tional Economic Commission last March, 
this amounts to a stealthy substitution of re- 
gressive payroll tax for progressive income 
tax in paying for federal spending. 

Mr Moynihan now wants to roll back 
the January Ist increase and, by a further cut 
next year, to return social security from an- 
nual surpluses to a pay-as-you-go system 
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(with a modest reserve). Getting rid of the 
bogus surplus would be much better than 
the administration’s bogus plan to protect it 
after 1993 by using it to retire federal debt. 
But cutting payroll tax runs into one 
huge obstacle: it would add $55 billion to 
the 1991 budget deficit. That would scupper 
any chance of meeting the Gramm-Rudman 
deficit target of $64 billion unless spending 
were cut or other taxes raised. Mr Moyni- 
han has disappeared to Africa without say- 
ing which he prefers, though it is generally 
assumed to be the second. His opponents 
fear that Congress might cut the payroll tax 
and ignore Gramm-Rudman (which can be 
suspended if GNP growth in two successive 
quarters is less than 1% at an annual 
rate—and the fourth quarter of last year 
probably met that test). 
Regardless of GNP growth, it would 
plainly be wrong to inérease the budget defi- 
`. There are plenty of ways in which that 
1 be avoided: bigger cuts in defence or 
other spending; higher income, petrol or ex- 
cise taxes; or broadening the tax base to in- 
clude fringe benefits or the full value of so- 
cial security. Mr Bush could find that using 
the deficit argument against the payroll-tax 
cut is no more effective politically than the 
same argument was against Mr Reagan's tax 
cuts in 1981. A better strategy would be for 
him to use it as tax-cutting cover to disguise 
bigger tax increases elsewhere. 





From whence 
cometh my help 


WASHINGTON, DC 


FT HE president's trade representative, 

Mrs Carla Hills, is in the cabinet's hot 
sat for the coming year. Just when she 
would like to be grappling with the implica- 
tions of so many East European countries 
wanting to join the international trading 
system, she must meet a series of congres- 
sional deadlines designed to bring pressure 
on Japan to open its markets. That could 
mean, or at least look like, protectionism; 
and if she appeases Congress that way she 
will risk seriously offending America's trad- 
ing partners at a vital moment for the world 
trading system. 

Her top priority, she says, is to help 
complete the Uruguay round of trade talks 
under the General Agreement on Tariffs 
and Trade (GATT). Nettled by repeated criti- 
cism of America's recent trade tactics, she 
points out that the round would never have 
started without American prodding. The 
aim is to extend GATT's multilateral rules to 
the one-third of world trade that they do not 
currently cover and to tighten up GATT's 
disputes procedure. 
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Easier talked about than done. Agricul- 
ture, for one, is proving tough. The Ameri- 
cans want to convert all farm support into 
tariffs and then to eliminate these over ten 
years (which will not stop Congress writing a 
1990 farm bill this summer stuffed full of 
subsidies for America's own producers). 
The European Community will fight to pro- 
tect its common agricultural policy, even 
though a recent estimate put its cost to the 
EC economy at $120 billion a year. In ser- 
vices and intellectual-property protection, 
the third world will be the obstacle. There 
will also be rows about access to third-world 
markets for manufactured goods. 

Most observers reckon the Americans 
will have to make concessions to produce 
any chance of an agreement. They may not 
be ready with enough. Mrs Hills is prepared 
to be flexible on the timing for new rules, 


AMERICAN SURVEY 


but not generally on the principles. America 
is trying to improve its own record of re- 
sponding to GATT rulings. There is talk, but 
little more, of phasing out the multi-fibre 
agreement that limits textile exports from 
poor countries to rich ones. 

The Americans could do two other 
things to help the Uruguay round. One 
would be to dismantle all their voluntary re- 
straint arrangements (VRAs) or quotas on 
imports. The example to follow is steel, 
where the administration has committed it- 
self to dropping the vRA after March 1992. 
The second would be to amend the 1988 


trade act—and in particular the hated uni- | 


lateral retaliatory mechanism known as su- 
per-301. 

That would run slap into Mrs Hills’s 
biggest problem: the United States Con- 
gress. Last year Congress was bought off 





Jumping Goliath 


SEATTLE 


MPORTS outclassed the domestic 

competition. Local officials tried to 
keep them out, citing the havoc they 
could wreak on a traditional business. 
Protectionist sentiments ran strong. So 
did the calls for free trade. 

At issue were frogs. Not ordinary 
ones: 15lb amphibious behemoths 
known as Goliaths and imported from 
Africa by Mr Andy Koffman, a Seattle 
animal dealer. Mr Koffman's plan was to 
dispatch a platoon of his mega-frogs to 
California to compete in the Calaveras 
County Fair's frog-jumping competition. 

Unfair, cried the fair officials. How 
could local 11b frogs compete against Go- 
liaths with legs the size of a man's fore- 
arm, able to launch themselves 25 feet at 








| Koffman and friends 








a jump. The fair’s record leaper, a bull- 
frog called Rosie the Ribbiter, once 
spanned 21 feet but took three leaps to 
do it. The Goliaths, they fussed, could be 
dangerous: worse, they could literally 
"eat the competition alive". 

So the officials got to work and un- 
covered a state law prohibiting Mr 
Koffman from bringing his frogs into 
California without first wading through 
a swamp of paperwork which, they 
hinted darkly, might not be processed in 
time for the jumping contest in May. But 
Adam Smith rules. Reports of the frogs 
spread. Let them in, went the cry, and 
the fair authorities, revelling in free pub- 
licity, quickly agreed. But will they be al- 
lowed to compete? Follow the news. 
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THE LIBRARY OF 
GREAT LIVES 


Bound in Genuine Leather, Accented with 22kt Gold. 


Let Today's Most Noted Figures Introduce You 
To The Greatest People Who Ever Lived. 
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President Nixon 


introduces introduces 
Albert Einstein. 


Charles DeGaulle. 


William F. Buckley, Jr. Senator Daniel Patrick Moynihan 
introduces pur introduces 


Christopher Columbus. Benjamin Disraeli. 


Lynn Redgrave 


Paul Volcker 
introduces Justice Warren Burger 
John Maynard Keynes. introduces 
Justice John Marshall. 


Jo in an unprecedented publishing event: The Library of 
Great Lives, the finest biographies ever written about the 
greatest people who ever lived. Fully bound in genuine leather and 
accented with 22kt gold, these collector's editions feature exclu- 
sive introductions written by the most noted figures of our time. 

The Easton Press has asked notable statesmen, authors, actors, 
leading authorities in every field from art to architecture, music to 
medicine, whom they would like to introduce. The result — very 
personal, reflective introductions, written expressly for these Eas- 
ton Press editions. 

President Nixon chose to introduce Charles DeGaulle— long- 
time personal friend and fellow statesman. President Carter chose 
to introduce Anwar Sadat — fellow architect of the Camp David 
Peace Accords. The late John Houseman, actor and director, wrote 
his reflections on William Shakespeare —the great Bard whose 
plays he brought to life. i 


The greatest people who ever lived. 


They are the titans of all time. Julius Caesar, Napoleon, 

Christopher Columbus, Alexander the Great. The shapers of 

our century — Churchill, Lenin, Einstein, and Freud. The most 

| civem figures who ever lived —Helen Keller, Albert Schweitzer, 
of Arc. 


Norman Cousins 
introduces | introduces 
Joan of Arc. Dr. Albert Schweitzer. 
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The most gifted musicians — Beethoven and Mozart. Most 
celebrated writers — Shakespeare and Dickens, Tolstoy and 
. Most innovative artists — Michelangelo and Leonardo 

da Vinci. 


All these towering figures and more will be introduced to you by 
statesmen, scholars, and other distinguished authorities, when you 
become a subscriber to The Library of Great Lives. 


Leather-bound luxury. Crafted to last. 


The participation of today's most noted figures adds distinction 
and interest to this landmark leather-bound collection. Prize win- 
ning authors are contributing definitive works of biography. And 
Easton Press craftsmanship will give your library the appropriate 
luxury and lasting beauty. 

Hold a volume in your hands and you begin to appreciate its 
quality — its size, heft, meticulous attention to detail...its beauty. 
The feel and smell of genuine leather. 

The luxury of these Easton Press editions is made to endure. 
The elegant moiré fabric endpapers will not tear. The acid-free 
paper does not turn yellow with the passage of time. 

Each volume in The Library of Great Lives includes an original 
cover design, gilded page ends, and a traditionally hubbed spine 
stamped in real 22kt gold — hallmarks of quality. 


Books shown much smaller 
than actual size 
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In addition, each important biography features a specially com- 
missioned full-color portrait by an award winning artist. 


Exclusive Collection. 


This extensive collection is an Easton Press exclusive — not sold in 
bookstores or galleries. These works are not available elsewhere in 
leather. The Library of Great Lives is offered at just $36.50 per 
volume -—a price guaranteed for two full years and subject there- 
after only to minor adjustments reflecting the costs of materials. 


Send no money now. 


To reserve your collection, mail the Reservation Application today. 
Note our liberal return and refund policies, and the convenience of 
credit card billing. You pay for books as shipped, and you may dis- 
continue your subscription at any time. 

Join in this unprecedented publishing event by reserving your 
collection today! 


For faster service, call toll-free: 1-800-367-4534. 


E 
Jio. ato» Press 


47 Richards Avenue * Norwalk, Conn. 06857 
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The Easton Press reserves the final right to determina the tiles included in Las collection 
RESERVATION APPLICATION 110-401 


i Rita Avene LHE LIBRARY OF 
GREAT LIVES 


Norwalk, CT 06857 

Please enroll my subscription to The Library of Great Lives and send me 
the first volume. I understand that my booxs will be sent to me one per 
month at $36.50* each. This price is guaranteed for the next two years. I may 
return any book within 30 days for a refund and either party may cancel this 
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| agreement at any time 
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Send no money. 
We will bill you. 


*Plus $2 95 per book for shipping and handling 


C Asa convenience, enclosed is $39.45** (payable to The Easton Press) 
for my first volume 


C) Credit Card Option — charge each volume when shipped to my 


C MasterCard O VISA (©) DinersClub [C] American Express 


Credit Card No. Expiration Date 


Naim EEE —— a! 
Please Prini Cœ arty 





Address —_ 
City/State — — ————— ————— Zip 


Signature 

(Ail applications subject to scceptance | 
** Any applicable staze sales tax will be billed with shipmen 

Please allow 4-8 weeks after payment for initial shipment 
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LOS ANGELES 


PENDING three years and $735,000 
on a quest into the meaning of self- 
esteem is just the sort of thing the rest of 
the world expects Californians to do. 
The teachers, social workers, policemen 
and others serving on the state’s self-es- 
teem task force hope that their report, to 
be unveiled on January 23rd, will bring 
the jokes to an end. To make doubly sure 
Mr John Vasconcellos, the state assem- 
blyman who dreamt up the idea, is 
spending more money (his own this 
time) to hire a public-relations firm to 
combat the mockery—which it is doing 
head-on, sending out a batch of hostile 
clippings and comic-strips in its press 
packet. 

The basic proposition is sound. Peo- 
ple who have a low opinion of them- 
selves are more likely to fail than the self- 
confident who believe, in good 
American fashion, that the sky is the 
limit. The difficulty is what to do about 
it. The committee’s job was to look at the 
links between low self-esteem and the so- 
cial problems that scar western society: 
crime, drug and alcohol abuse, child 
abuse, teenage pregnancy, illiteracy and 
chronic dependence on welfare. 

A study by seven University of Cali- 





with the naming of three countries—Japan, 
Brazil and India—and six products as super- 
301 targets. The administration. grandly 
launched a "structural impediments initia- 
tive" (sil) to open up the Japanese market. 


- But the deadlines under super-301 are un- 


comfortably close. A new report listing ob- 
stacles to American exports is due by the 
end of March, a new super-301 list by the 
end of April and a report on last year's list 


- by the middle of June. For telecommunica- 
- tions, a decision on whether to retaliate 
- against the European Community and Ja- 
— pan is due by the end of February. 


That means almost a deadline a month 


- for the first half of the year. These awkward 
- deadlines can be finessed, thereby avoiding 
“unpleasantness in the GATT negotiations, 
provided the administration can point to 
- some progress. That could be especially hard 
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Boopsie's task force 











fornia professors on the social impor- 
tance of self-esteem was published last 
summer as a backdrop for the commit- 
tee’s findings. The professors were am- 
bivalent, unable to establish a firm con- 
nection between low self-esteem and the 
expected consequences. Their scepticism 
is supported by a renegade member of 
the committee, Mr David Shannahoff- 
Khalsa, who dismisses his colleagues' 
findings as superficial "yuppie evange- 
lism" (no, snipes back Mr Robert Ball, 
the committee's executive director, Mr 
Shannahoff-Khalsa is just disgruntled be- 
cause the committee did not recommend 
yoga as a catch-all antidote). 

The mockers may be silenced if the 
report comes up with sensible sugges- 
tions for parents, schools and society to 
help youngsters, handicapped in one way 
or another, to make more of themselves. 
But, according to Mr Ball, it took the 
task force about a year to define self-es- 
teem as "appreciating my own worth and 
importance and having the character to 
be accountable for myself, and to act re- 
sponsibly towards others”. The danger is 
not that the committee's findings will be 
silly but that they will be worthy—and 
glaringly obvious. 





























with Japan, where a deal may be struck over 
timber and supercomputers but will be 
harder over satellites (these being the three 
products named last year under super-301). 
The Japanese will probably be ready with 
more "affirmative action" to boost their im- 
ports. But the sii talks are getting nowhere 
fast: a scheduled January meeting has been 
postponed until after the Japanese election 
in February. Mrs Hills warns Congress not 
to expect quick results; that is unlikely to ap- 
pease the Japan-bashers. 

The uncomfortable truth that inspires 
such sentiment is that the American trade 
deficit is not going away. With Japan, it is 
shrinking only slowly (see chart). The ad- 
ministration in general and Mrs Hills in par- 
ticular are better than they were at pointing 
out that this primarily reflects macroeco- 
nomic factors such as America's high bud- 
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get deficit and low saving rate. But many 
congressmen reckon the way to deal witt 
the deficit is through managed trade. 

They are getting support from a disturb- 
ing number of academics and former trade 
officials. A Twentieth Century Fund study 
of trade concluded just before Christmas 
with two separate reports, one pushing for 
trade policy by results and the other for 
trade policy by rules. The debate between 
the two camps is becoming more personal, 
too. A nasty article in the New Republic re- 
cently tried to tar many free-traders by 
pointing to financial links with Japanese 
firms and organisations. Washington's 
many lobbyists on both sides deserve a lot of 


criticism; but the new anti-fr line is 
uncomfortably reminiscent of 1950s 
McCarthyism. 


The trade argument could also spill over 
into the continuing debate about American 
industrial policy. This week saw the collapse 
of the computer industry’s attempt to set up 
a consortium called Us Memories that would 
foster domestic memory-chip production t 
counter Japan’s market dominance. Ne>.. 
year the 1986 agreement that manages bilat- 
eral trade with Japan in semiconductors 
comes up for renewal. And congressional 
legislation to offer more support to high- 
tech industry is likely this session. 

The administration’s stand against such 
interventionism would be more convincing 
if its own free-trade credentials were stron- 
ger. But the commerce secretary, Mr Robert 
Mosbacher, is not the only cabinet member 
who looks to be in the wrong camp. Mrs 
Hills herself, though a paid-up free trader, 
does not subscribe to the pure doctrine that 
free trade is in America’s interest even if 
other countries refuse to dismantle barriers. 
With the Democrats threatening once again 
to turn trade and industrial policy into parti- 
san political issues, a clear free-trade lead 
from Mr Bush both at and before the July 
economic summit in Houston is needed 
more than ever. 
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Cities 
Lighting up Main 
otreet 


COLUMBUS 


LD and new money is fighting for the 

soul of Columbus, the capital of Ohio 
and home to Ohio State University and 
Wendy's hamburgers. Mr Leslie Wexner, 
the founder of The Limited, a $45 billion 
chain of speciality shops, wants to turn this 
conservative, rather boring, former 
cowtown, into a world-class city that can 
compete with Pittsburgh or Minneapolis, of- 
fering a new transport system and a range of 
highbrow culture. 

A regional distribution point that is 90 
minutes’ flying time from 40 commercial 
-2ntres, Columbus is regarded as the epit- 

me of mainstream Midwestern America, a 
testing ground for consumer products and 
political attitudes. The city’s economy has 
grown steadily, balanced between retailing, 
banking, insurance, manufacturing and re- 
search. Heavy industry is dominated by 
Honda, which makes more cars at its Co- 
lumbus plant than anywhere else in the 
United States. In bad times the local econ- 
omy is buttressed by the university's 52,000 
students and by the state bureaucracy. 

But, until lately, central Columbus has 

been starved of art, theatre, dance and 
shops. Now Mr Wexner has given it the 
avant-garde Wexner Art Centre, designed 
by an unconventional architect, Mr Peter 
Eisenman. Though some visitors are unset- 
tled by the dissonant tones of late-twentieth- 
century music, the centre has become the 
place to see. Mr Wexner, a shy bachelor of 
52, also offered to build a centre for the per- 
forming arts, but the city has turned him 
“awn. He prevailed on a friend, Mr Alfred 
_aubman, to launch a shopping mall, which 
is attracting 100,000 shoppers a day and is 
said to be the largest shopping centre be- 
tween New York and Chicago. 

Mr Wexner is determined to use his 
wealth to make Columbus a finer city. Apart 
from culture and shops (and plans for a con- 
vention centre, an art museum and a re- 
search building), he did yeoman service in 
helping the city’s United Way raise more in- 
dividual $5,000 gifts for charity than any 
other American city in 1988. 

But his inability to share responsibility 
with the city’s older families, led by Mr ] W 
Wolf, the owner of the Columbus Dispatch, 
the city’s undaring daily newspaper, makes 
his generosity less than appreciated. Hence 
the city's refusal of a performing-arts centre. 
And in a small Midwestern metropolis, 
much like those immortalised by Sinclair 
Lewis, progress depends on co-operation be- 
tween new and old wealth. 
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T HAS taken a century for mankind to 

wake up to just how rude the tele- 
phone is. People scramble from their 
showers, groggily abandon their dreams, 
interrupt their conversations and drop 
whatever they are doing just to take the 
chance that the somebody who wants to 
talk to them is somebody they want to 
talk to and not a salesman or a bore. Two 
inventions which make it possible to do 
something about this have set off a de- 
bate about telephone ethics. 

The first is "call-waiting", a simple 
service that most Americans now take 
for granted. During one telephone con- 
versation, a small squeak indicates that 
somebody else is trying to get through; 
by briefly hanging up on the first caller, 
you can switch to the second caller and 
back again. You can then tell whichever 
you like less to call back later. Miss Man- 
ners herself has deplored call-waiting as a 
barbaric invention based on the princi- 
ple of last-come-first-served. For once she 
may not be right. Call-waiting metes out 
to callers the insult that telephones do to 
face-to-face conversationalists. 

Call-waiting is here to stay; "'caller- 
identification" is a controversial new- 
comer. This would turn the tables on the 
caller by revealing his telephone number, 
on a small screen, to the called. It would 
give ordinary people the protection that 
bosses with secretaries have had for 
years—without the need for white lies 
about "meetings". 

Caller-tp is ideal for dealing with nui- 
sance callers, bomb-threat hoaxers and 
kidnappers: calls could be traced in an 
instant. Ideal, too, for those who wish to 
avoid bores and salesmen, perhaps even 
aunts. But not a great invention for "I'm- 
stuck-at-the-ofice” — philanderers, for 
nervous types scared of rejection, or for 
whistleblowers and leakers. 

With some effrontery (in view of what 


Gambling 


On a roll 


boat gamblers ply the 


gamblers again 


HE 1980s saw unprecedented growth in 

legalised gambling in America. After de- 
cades of moralitv-driven prohibition it is 
now possible to place some kind of legal bet 
in every state except Utah and Hawaii. The 
choices range from bingo and state lotteries 
to horses and poker, but nearly everywhere 


Telephone manners 


Cowpokes sidle up to ue tables in Deadwood, South Dakota, and riv oe | 
ississippi. 1890? No, 1990. America is a nation of 





telephones do to the privacy of the 
called) civil libertariars are arguing that 
caller-ID interferes with the caller's con- 
stitutional right to privacy. They are lob- 
bying and litigating to prevent its spread. 

The first experiments with caller-ip 
took place in New Jersey last year: by the | - 
end of October 25,000 homes and 2,500. || 
businesses had the service there. Other 
states are now following suit, some with 
more controversy than others. Califor- 
nia has passed a law that would require 
companies to offer a way of allowing the | 
caller to retain his anonymity by block- | - 
ing the appearance of his telephone | 
number on somebody’s screen. 

Unless that law becomes the norm, 
the outlook for bores is bleak. Answer- 
ing machines forget them. Caller-iD will 
expose them. Call-waiting will be their | 
one remaining ploy. 









Guess who this is, Stan 


















, 
the results are the same: record amounts of 
money are being gambled. 1 

In 1988 Americans and foreign visitors 
legally wagered $211 billion (including recy- 
cled winnings). This is about the same pro- 
portion of their income that Americans 
spend on meals and drinks at restaurants. A 


41 A 


AMERICAN SURVEY 


further $42 billion is reckoned to 
have gone in illegal bets. 

Most of this money was re- 
distributed into the hands of lucky 
winners, but a lot of it stuck with 
the various public and private 
gaming organisations. Gross re- 
ceipts for the legal sector in 1988 
totalled $22 billion, about what 
America's liquor shops took in 
during the same year. Every year, 
the industry's trade magazine, 
Gaming & Wagering Business, 
creates a fictitious company, US 
Gambling Inc, and treats gross re- 
ceipts from gambling as the com- 
pany's sales. In 1983 the firm 
would have ranked 22nd in 
Forbes's list of top companies; in 
1988 it would have been 13th. 

The main ingredient in this 
boom is the rise in state-run lotter- 
ies. In the early 1980s, facing fiscal 
difficulties and seeking to avoid 
raising taxes, a number of states 
discarded their traditional opposi- 
tion to gambling—based on meral 
objections and the fear of encour- 
aging crime—and introduced lot- 
teries (New Hampshire was the 
first, back in 1964). Gambling spread like an 
oil slick, as next-door states, resenting the 
loss of revenue to neighbours, set up their 
own lotteries (or had them foisted on them 
by referendums). Lotteries are now legal in 
32 states and the District of Columbia. 

State-sponsored lotteries undermined 
the moral argument against privately spon- 
sored gambling. They also confirmed how 
much money could be made from it, both by 
governments and private firms. After 
payouts, some $8.4 billion was raised by 
states from lotteries in 1988. Private compa- 
nies flourished on the proceeds: in 1984 Sci- 
entific Games, a division of the entertain- 
ment firm Bally, sponsored an election 
initiative to create a state lottery in Califor- 
nia, spent more than $2m promoting it, and 
won the $40m contract to print the tickets. 

State-run lotteries come in all shapes 
and sizes: instant "scratch and win" games, 
weekly drawings, keno games (a variation on 
bingo) and, relatively new, video lottery ma- 
chines. The states promote their lotteries re- 
lentlessly, typically paying out 5096 of the 
money bet (compared with a Las Vegas casi- 
no's 8596). The payouts can be massive, if 
not quite as generous as they seem. Last year 
Pennsylvania's lottery awarded a record 
prize of $115m; unfortunately for the win- 
ners, it was paid out over a number of vears 
and was taxable. 

The lotteries attract people who do not 
have much money, or are stuck in dead-end 
jobs, because they offer a one-off opportu- 
nity of becoming a millionaire. But the odds 
they are offered would make a back-street 


bookie blush. 
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The dream behin 





-e 


d it all 


Encouraged by the success of lotteries, 
states began to consider legalising other 
forms of gambling to boost growth and 
bring in more revenues. Choices now 
abound. Thirty-two states permit various 
forms of gambling as a way of raising money 
for charity; 30 states have betting on thor- 
oughbred horse races (up from just five a de- 
cade or so ago); 15 states have greyhound 
racing; six have slot machines (fruit ma- 
chines to Britons) in at least some places. 
Others offer specific pleasures: in Florida, 


Betting in America 
Gross wagers 


Casinos 
Tote (parimutuels) 
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Indian reservations 


Non-casino gaming devices 0.3 
Total 210.7 
Source: Gaming & Wagering Business 











Rhode Island and Connecticut, 
punters can bet on jai-alai (a ball- 
against-wall game of Basque ori- 
gins). Bingo halls are widespread 
on Indian reservations, where 
state laws do not generally apply. 

Add to this list some 
newcomers. 

@ In 1989 Deadwood, South Da- 
kota, joined Nevada and Atlantic 
City in allowing casino gambling. 
Deadwood will limit its casinos to 
blackjack and poker, in keeping 
with the attempt to boost Dead- 
wood's historic wild-west image 
with tourists. South Dakota also 
has recently legalised video-gam- 
bling machines in bars. 

@ This year the Mississippi will see 
its first riverboat gambling in 
years. Casino boats have been ap- 
proved by the lowa legislature ar ? 
lawmakers in Illinois look like d 
ing the same. Mississippi is consid- 
ering it. Louisiana probably will 
not be far behind; it recently al- 
lowed ocean-going cruise ships to 
keep their casinos open while vis- 
iting Louisiana's waters. 

e Last year Oregon became the 
only place outside Nevada to permit betting 
on National Football League games. Dela- 
ware tried this once, but it proved too com- 
plicated and was not a success. 

Not surprisingly, gambling's hub, Las 
Vegas, has had a lovely time of it. The gaudy 
Mecca that organised crime helped to create 
in the southern Nevada desert in the 1940s 
has seen huge growth. Gambling revenue 
for Clark county, which includes Las Vegas 
and the boom town of Laughlin, grew by 
3596 in real terms between 1980 and 1988, 
reaching more than $3 billion. The metro- 
politan population, which numbered 
463,000 in 1980, is expected to be as mui 
as 800,000 when the census is taken lat. . 
this year. Personal incomes grew by more 
than the national average. 

The gangsters are gone from the casinos 
now, replaced by smart entrepreneurs, well- 
versed in marketing and working for multi- 
million dollar international entertainment 
companies. They have made the most of the 
boom—Las Vegas is flashier than ever— 
and they clearly think it will last. Golden 
Nugget has built the Mirage, a 3,000-room 
$620m casino-hotel; Circus Circus Enter- 
prises is building the Excalibur, which may 
cost less but will have 4,000 rooms. 

The pundits all predict that America's 
gambling boom will continue, if not at quite 
the same rate. Demographics will supply the 
punters mainly from among the newly rich 
and leisured old; revenue-hungry, tourist- 
seeking state governments will keep up the 
pace of legalisation. They are on a winning 
streak. 
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Discover how 
one mans vision 
can change 
the way you look 
at the world. 


In every series, no two 
pictures are exactly alike. A single 
theme. The same object. But envel- 
oped in varying light, changing 
seasons and atmosphere. This is 
Monet in the '90s. 

Digital Equipment Corporation 
and its employees are proud to 
sponsor the exhibition that brings 
together, for the first time, the serial 
paintings of Claude Monet. 

Discover this representation of 
changing light, weather and season 
that was to make him world famous. 
Discover Monet in the '90s. 


Museum of Fine Arts, Boston 
February 7-April 29, 1990 
The Art Institute of Chicago 
May 19-August 12, 1990 


Royal Academy of Arts, London 
September 7-December 9, 1990 





Lending institutions from top to bottom: 

The Metropolitan Museum of Art, Philadelphia 
Museum ot Art, Tate Gallery, Philadelphia 
Museum of Art. 





© Digital Equipment Corporation, 1990. The DIGITAL logo is a trademark of Digital Equipment Corporation. 





INTERNATIONAL 


The other country with some 


awkward Azeris 


Which bank is the foreign one? 


ORTRAITS of unlucky Fath Ali Shah, 
the uxorious and philoprogenitive lra- 
nian monarch who lost the Transcaucasus 
to Russia in 1828, have been carried by So- 
viet Azeri nationalists demonstrating on the 
Soviet Union's border with Iran. So have 
-ictures of Ayatollah Khomeini. And so 
ave pictures of Mohammed Reza, the shah 
whom the ayatollah overthrew. The loyalties 
of Soviet Azeris are ambivalent. No less so is 
lran's nervous response to Mr Mikhail 
Gorbachev's troubles in Transcaucasia. 
The Iranian government seems anxious 
to help Mr Gorbachev calm things down. 
On January 5th Iran's envoy to the United 
Nations, Mr Kamal Kharrazi, said that the 
Soviet Azeris’ demand for autonomy was 
“an internal issue of the Soviet Union”, and 
Iran would not support it. An Iranian dele- 
gation sent to Moscow on January 6th 
signed an agreement to ease travel across the 
border, thus taking the steam out of one of 
the Soviet Azeris’ principal demands; the 
foreign minister, Mr Ali Akbar Velayati, 
said Iran could receive up to 50,000 Soviet 
Azeri visitors a year. The preparations in- 
clude rebuilding an old bridge, destroyed by 
Stalin, at Poldasht on the border. 


The more moderate Iranian newspapers 


have followed the official line. The Tehran 
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Times reflects the views of President Ali Ak- 


bar Rafsanjani, and says Iran would never 


align itself with those who advocate the disinte- 
gration of the Soviet empire. The growth of ex- 
treme nationalism calling for the demolition of 
borders between the two Azerbaijans will not 


serve the best interests of the two nations. 


Others disagree. Jumhuri Islami, 
a radical daily, has said that what is 
happening in Azerbaijan is the "Is- 
lamic awakening" predicted by 
Ayatollah Khomeini. Not long before 
his death last June the ayatollah sent a 
letter to Mr Gorbachev declaring that 
the Soviet Union was about to col- 
lapse and that its leader could save 
himself and his country only by em- 
bracing Islam. Kayhan Intemational, 
speaking of Iran's Islamic mission, 
says the country has the duty 
to support the oppressed Azeris in every 
possible way and work out a deal with 
Moscow for remapping Azerbaijan. 
Had Ayatollah Khomeini been alive, 
his government could have taken the 
threatened disintegration of the So- 
viet empire as a heaven-sent opportu- 
nity to export the Islamic revolution. 
It might openly have encouraged 
Azerbaijan, and the Soviet Union's 





The peoples of Iran 

Main language groups and population M 
[ ]Persian35m [ll Kurdish 4m £] Arabic 1m Fj Baluchitm f 
[7] Turkic 13.5m (of which: Azeri 12m, Turkoman tm , Qashqai 0.5m) a 


other five Muslim republics, to break free: — - 
even, in the case of those with large Shia 
Muslim populations, to join Iran. Some Ira- 
nian radicals still want this. Cooler heads, — 
including President Rafsanjani's, do not, - 
even though by helping Mr Gorbachev they - 
lay themselves open to the charge of betray- — 
ing Soviet Muslims. | 
By and large, except in special corners of - 
the world like Lebanon, Iran's days of ex- 
porting militant Islam may be over. So re- 
cently a powerhouse of ideology, the Iranian _ 
government has begun, however faintly, to 
feel the wind of liberalism sweeping across | 
the globe. This may have helped it to under- — 
stand that the trouble in Transcaucasia | 
could do it more harm than good. If the So- 
viet Union once feared that its 50m Muslims 
would be inspired by Iran's Islamic revolu- 
tion, Iran now has reason to be wary of the. 
spread of infectious ideas—not least angry | 
nationalism—coming the other way. -i 
To give Iran a more acceptable image, 
Mr Rafsanjani has clipped the wings of the - 
radical missionaries who want to spread  - 
Iran's version of Islam to the Arab world, 
though he has not yet ordered a complete 
stop to their activities. He now has practical. 
reasons not to get into a quarrel with the 
Soviet Union. Relations between the two _ 
countries have improved recently. This im- 
provement has already produced several - 
large trade deals. Now Iran wants to sell gas 
to the Soviet Union, and hopes eventually — 
to build a gas line across the Caucasus to sell 
gas to Europe. Still largely cut off from the: 
West, lran relies heavily on Soviet technical 
help for its floundering economy. 
Other dangers could flow from support- 
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ing the Soviet Azeris. More autonomy, or 
even independence, for the 7m inhabitants 
of Soviet Azerbaijan might spawn similar 
ideas among the 1 2m Azeris of Iranian Azer- 
baijan—not to mention the other groups 
(see map) who, with the Persian majority, 
make up the Iranian empire. 

lran's Azeris are not as independent- 
minded as its Kurds, the most rebellious of 
Iran's minorities. They have always been 
well represented in government and trade; 
their capital, Tabriz, is regarded by Iranians 
rather as Edinburgh is by Britons. They 
were prominent in the mullahs’ revolution 
that overthrew the Shah. But they have 
grievances, including restrictions on the 
teaching of their language. The Tehran re- 
gime cannot assume their quiescence. 

The Iranians watch events across the 
border with feelings as mixed as those com- 
ing the other way. Some Soviet Azeris may 
want the reunification of Soviet and Iranian 
Azerbaijan. Few would relish becoming part 
of poor, zealot-ridden Iran. 


. — '——— 


Colombia 


Pax, leggo 


6“ E ACCEPT the triumph of the 
state," said Colombia’s self-styled 
Extraditables on January 17th, in a state- 
ment released along with one of their vic- 
tims. Mrs Patricia Echavarria was set free on 
January 17th, a month after being kid- 
napped. The offer she carried was that the 
country’s drugs gangs would halt their activ- 
ities in return for an amnesty sparing them 
extradition to the United States, which they 
fear, or trial, which hardly scares them. 
The Extraditables is an alliance de- 
scribed as the armed wing of the Medellin 
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and Cali drug cartels. They were taking up 
the suggestion of some very senior Colombi- 
ans, including the cardinal and three former 
presidents, that they be offered "less rigor- 
ous treatment” if they stopped their traffick- 
ing, murdering, bombing and kidnapping. 
They were, more to the point, reacting to 
President Virgilio Barco's United States- 
supported campaign against the cartels, 
which has included the seizure of their prop- 
erty and aircraft, the extradition of several 
leaders and, most recently, the shooting of 
one kingpin, Gonzalo Rodriguez Gacha. 

The other bosses of the two cartels are 
in hiding or on the run. They cannot have 
been encouraged by the arrest on drugs 
charges of Panama's ex-General Manuel 
Noriega. They may also have wished to do 
something in advance of February's “drug 
summit", at which President Bush will visit 
Colombia to meet its president and those of 
Peru and Bolivia. Their statement said: “We 
have decided to suspend the shipment of 
drugs and to surrender the weapons, explo- 
sives, laboratories, hostages, the clandestine 
landing strips and other effects related to 
our activities at such a time as we are 
granted constitutional and legal guaran- 
tees." The hoped-for guarantees are "re- 
spect for our rights and our return to our 
families and communities". That seems to 
mean freedom to enjoy their profits. 

The offer has been turned down, 
though perhaps not definitively. The drugs 
barons have offered deals in the past. In 
May 1984, from Panama, they said that, in 
return for a pardon, they would stop pro- 
ducing drugs and bring their profits home. 
That offer was rejected. In 1988 they made 
soundings about a similar offer. Nothing 
happened. Then they murdered Mr Barco's 
presidential heir-apparent and the country's 
most popular politician, Luis Carlos Galan, 
and Mr Barco counter-attacked. 

The new offer is somewhat different. It 
acknowledges the government's victory, 
promises no more killing now, and is spe- 
cific about how the traffickers would wind 
up operations. This raised the hopes of the 
many Colombians who simply want the kill- 
ing to stop. But it was never likely to bring 
peace. Letting the villains go free would in- 
furiate the United States; and assurances are 
hard to accept from men bloodstained to 
their elbows. President Bush said: "They've 
got a credibility problem with me.” 





Nigeria 


Own goal 


NLAGOS they call him the Maradona of 
Nigerian politics, in tribute to his deft po- 
litical footwork. But recently President Ibra- 
him Babangida has been caught with the 
ball dangerously close to his own goal 





The president's looking for friends 


mouth. His most immediate problem is the 
recent cabinet reshuffle—the biggest upset 
since 1986, when he had 13 officers shot for 
plotting a coup. The cabinet row highlights 
Nigeria's ethnic and religious divisions. 

By dropping some of his most powerful 
lieutenants, including those who helped him 
to power, General Babangida raised the 
spectre of yet another coup by disgruntled 
officers who think it is their turn at the top. 
The soldiers' disaffection has focused on 
Lieut-General Domkat Bali, who as minister 
of defence was regarded as second-in-com- 
mand of the regime. Rather than accept de- 
motion to the ministry of the interior, he re- 
signed in disgust in early January. He was 
thought tougher than General Babangida 
and, as a Christian from the country's mid- 
dle belt, free of links to any powerful faction. 

The remodelled administration is seer 
as giving more power to the strongest fac 
tion, the Hausa-speaking northern Muslims. 
After the reshuffle the chairman of the joint 
chiefs of staff, the chiefs of the army and the 
police, and the ministers of defence, foreign 
affairs, petroleum resources and the budget, 
are all northern Muslims. In a diverse coun- 
try of 110m people, whose governments 
must maintain a delicate regional and reli- 
gious balance, the charge of sectarianism is 
serious. In the northern towns of Kaduna, 
Bauchi, Jos and Yola, Christians reacted to 
the cabinet changes by parading with plac- 
ards denouncing “forced Islamisation" and 
“religious discrimination”. 

President Babangida has insisted since 
his own coup in 1985 that he wants to end 
the division between the northerners and 
the diverse peoples of the south and centre, 
most of whom are Christians. The general is 
himself from the centre, a Muslim but not a 
zealot. He insists his appointments are made 
solely on merit: “There is no north, no 
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south and no middle-belt," he says. “No 
Christianity, no Islam. There is only Nigeria 
and a Nigerian nation.” 

To create it, he wants a non-sectarian 
political system for 1992, when he promises 
to hand over the government to civilians. In 
particular he wants to avoid the corruption 
and vote-fixing that characterised the more- 
orless elected government of Mr Shehu 
Shagari, the northern Muslim who was pres- 
ident from 1979 until his overthrow in the 
coup of 1983. 

Last October the general announced 
rules providing for the creation of one party 
on the right of centre, one to the left of it, to 
compete on the basis of social and economic 
issues rather than region, religion or tribe. 
The retiring soldiers would write the party 
manifestoes. Nobody who has served either 
in his own administration or in Mr Shagari's 
would be entitled to stand for office. But 

^o would lead such parties? 

It is not in the interest of the old politi- 
cians to derail the transition, which would at 
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Pedal power 
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least get rid of the soldiers. But they do want 


to rewrite the rules that would keep them 
out of power. They are pleased that Presi- 
dent Babangida is in trouble, but realise that 
yet another coup might entrench the sol- 
diers in office for yet another stretch. 

After six years of army rule and eco- 
nomic austerity, many Nigerians want to see 
the “soja boys” back in barracks. Mr Wole 
Soyinka, who won a Nobel prize in 1986 for 
his plays and novels, speaks for many when 
he says he does not want to wake up and 
hear the radio say, “My fellow country- 
men,” the too-familiar preface to the an- 
nouncement of a coup. 

Western aid agencies and bankers think 
President Babangida's military government 
has tried harder to resolve Nigeria's eco- 
nomic difficulties than any previous admin- 
istration. They fear the return to a civilian 
administration that would spend what it 
does not have and borrow what it cannot 
repay. That is hardly what Nigeria needs. 
———Ó— € ÀÀ——Perrá——— Hn '— —— P" 





HEAP, clean and fun for all the fam- 
ily, the bicycle could be the vehicle 
for an unpolluted future. In Asia it is the 
urban transport of today. Rickshaws, 
trishaws, pedicabs, becaks show how the 
technology of the 1890s, almost unmodi- 
fied, can meet the transport needs of the 
many and generate wealth for the small- 
scale entrepreneur. Bicycles have proved 
themselves the appropriate technology 
even in war, as when the North Vietnam- 
ese maintained their supplies along the 
Ho Chi Minh trail by bike-lanes beneath 
the jungle foliage. 

The world boasts 800m of these simple 
devices of tubes, wire and gearing. China 
alone has 300m bikes, up from 100m ten 
years ago; there, the two-bike family gains 
status the way the two-car household does 
in the West. Indians pile their 45m bikes 
high with goods and passengers. The odd- 
ity is Africa, whose rural people make 


90% of all trips on foot. So why is pedal- 
power not the driving force of black Af- 
rica as of Asia? 

In some African countries—Zimba- 
bwe, Burkina Faso, Ghana—the bicycle 
business is doing well. For Nigeria 1989 
was “a good year for bicycles" (according 
to Raleigh, the Nottingham firm whose 
boneshakers are copied all over the devel- 
oping world). Elsewhere, it cannot be lack 
of initiative that causes the bike shortage; 
Africa's private buses and bush taxis run 
by miracles of mechanical improvisation 
and commercial ingenuity. Nor is there a 
lack of innovation; Zaireans make 
wooden scooter-bikes with trailers, on 
which they whoosh down one hill before 
getting off to plod up the next. 

But most African economies are so 
poor and small that even bicycles are be- 
yond them. Few countries have cycle fac- 
tories of their own. Those that do tend to 
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South ect : 
Unschooled 


FROM OUR SOUTH AFRICA CORRESPONDENT 


N South Africa's schools open at 

the start of a new year, you see what 
apartheid does to the young. Black pupils 
queue for admission to overcrowded and. 
sometimes derelict buildings, and many are — 
turned away. There are not enough white 
students to fill their race's well-maintained 
schools. Numbers are part of the trouble; 
black high-school enrolment has grown by 
nearly 2096 in the past two years. Money is 
another part; white pupils get almost five 
times as much capital expenditure per head 
as black ones. The 1990 reopening was, if 
anything, even more dismaying than usual, 
because of 1989's appallingly low matricula- 
tion pass rate in the black schools. | 
Last year nearly 196,000 black students 

sat the matriculation exam. Only 42% of 
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allocate their scarce foreign exchange to | 
imports other than tubes, gears and rub- 
ber. (Some Africans find unexpected an^ 
swers to the shortage of spare parts, pack- 
ing tyres with sand as a substitute for 
inner tubes.) Where average incomes are 
around $25 a month, it can take eight 
months to earn the price of the cheapest 
bicycle. Even though that investment may 
recoup itself in a matter of months, there 
is nobody to borrow the $200 from. . 
Bicycles require firm ground under - 
their wheels; in Africa dirt roads tend to 
be uncomfortably corrugated. Where (as 
in India) bicycles are common, there is a 
repairshop on every corner. In Africa, 
where the machines are scarce, parts and || 
service are few and far between. E. 
Religion or propriety too often keep || 
women off bikes. Yet cultural taboos do || 
not explain why, for example, bicycles - | 
have caught on in Mombasa but not in — 
Nairobi, which is not too different in size 
and population. Perhaps the broad streets 
of Kenya’s capital present worse | 
in the form of fast cars. Perhaps Nairobi's - 
bureaucrats are more concerned with sta- || 
tus than the more down-to-earth workers - 
of the port city, so more reluctant to show | 
that their legs, as well as their brains, can. 
take the strain. | 
African aspirations tend to soar be- 
yond the humble bike towards the minis- | 
terial Mercedes. Fervent development | 
theorists accuse governments and aid | 
agencies of fetishising the motor car while — 
underestimating the two-wheeler's bene- _ 
fits. The sad fact remains that, in econo- 
mies where income growth persistently — 
lags behind population growth, the useful — 


bicycle remains an unattainable dream. — — 


L 








THE ECONOMIST JANUARY 20 1990 








>» E... 
— What they want is a chance to learn 
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— them passed, compared with 9796 of the 
whites. This reversed the upward trend of 
- the past few years: 54% of black candidates 
passed in 1988. In Soweto, the largest black 
township in South Africa, the best pass rate 
at a high school was below 30%. 
— A meeting of teachers, parents and pu- 
- pils in Soweto called for examination papers 
to be re-marked, and said that any unsuc- 
cessful candidate who wished to return to 
school should be allowed to do so. Neither 
Suggestion is likely to get far. The Depart- 
ment of Education and Training says the 


































HE demise of communism in Eastern 

Europe has brought cheer to the Na- 
tionalist party of South Africa, whose fear 
of the blacks has long been rivalled only 
by its loathing of the reds. Now the apos- 
tles of black liberation have lost some 
faithful backers, and the African National 
Congress (ANC) is in a bind. It has many 
ties to the South African Communist 
party, whose allies in Eastern Europe are 
on the run. And with the Russians turn- 
ing off the flow of arms, the ANC may have 
to pay more heed to the West. 

The Nationalist government has lost 
little time in looking east. South Africa's 
foreign minister, Mr Pik Botha, infuriated 

- the ANC earlier this month by going on an 
official visit to Hungary, a country that is 
not meant to welcome pariahs like South 
Africa (indeed, it is a member of the 
United Nations Special Committee on 
Apartheid). A further annoyance is the 
government's advertising campaign in 
West Germany, designed to attract skilled 
East Germans to emigrate to South Af- 
rica. The ANC accuses the government of 
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South Africa gazes eastward 





marking is fair, with safeguards against “‘lim- 
ited and isolated instances of unprofessional 
conduct by markers." The failed candidates' 
chances of readmission are slight. The de- 
partment refers failures to part-time "finish- 
ing schools", where they can re-do one sub- 
ject at a time. These places are packed, and 
blacks do not think much of them. 
Overcrowding is the chief reason for 
bad black education. The pupil-teacher ra- 
tio in black schools is 40 to one, against 20 
to one in white ones. In what is called the 
"platoon system", two black schools mav 


have to use the same building at different 
times; an overcrowded high school may oc- 
cupy empty classrooms in a primary school. 

It would help if young blacks could 
move into the 300,000 places that were 
empty in white schools last year. The gov- 
ernment stands by its commitment to segre- 
gated state schools. Some white schools may 
be reopened as state-subsidised private ones; 
Johannesburg Girls' High, which cannot get 
enough pupils, has been allowed to turn it- 
self into a private non-racial school. None of 
this is more than a palliative. 

What will happen to the 100,000 and 
more young blacks who failed their exams 
last year? Not many will find employment in 
South Africa's sluggish economy. As the 
pass rate rose in the mid-1980s, there had 
been hopes that the number of drop-outs 
would slowly fall. It won't. A lot will be- 
come—in the words of one old hand at this 
business— "leaders of the street children". 

Some turn to political radicalism, some 
become gangsters. The latter sometimes at- 
tack schools, perhaps out of resentment at 
the lucky ones who are still there. Some pu- 
pils arm themselves and fight back pretty ef- 
fectively; a quarter of black high-school pu- 
pils are 19 or older. So the schools crumble. 
A recent report by the African Teachers’ 
Association of South Africa on conditions 
in Soweto tells despairingly of classrooms 
reeking of cannabis, of tape inside the 
school and fighting, even killing, in the 
school yard. It will be worse next year. 








importing "conservative" whites to fill 
jobs that could as well be done by blacks. 
South Africa already has some 13,000 
Poles, 3,000 Czechoslovaks and 6,000 
Hungarians, many of them refugees from 
communist rule. 

The East Europeans do not want to 
trade only in migrants. Hungary, for ex- 
ample, is keen to sell Icarus buses for hard 
currency. The South Africans have exper- 
tise in uranium mining, which the 
Czechoslovaks might find useful in ex- 
ploiting their own deposits. Polish coal 
mines could do with up-to-date South Af- 
rican technology. For fear of boycotts the 
South Africans have developed their own 
computer technology, which is less sophis- 
ticated than that available from the West 
but could suit Eastern Europe nicely. 

Joint ventures, particularly in mining, 
tourist promotion and air travel, are more 
distant possibilities. So are diplomatic re- 
lations. Poland’s decision to establish an 
embassy in neighbouring Botswana has 
caused speculation that this could become 
a listening post with an ear cocked to 
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South Africa. But, if they are canny, East- 
ern Europe's new governments will not 
risk criticism from the anti-apartheid 
lobby in order to improve their trade with 
South Africa, which seems bound to grow 
anyway. 

On the theoretical level the National- 
ists are looking with interest at the Soviet 
Union, where various non-Russian peo- 
ples are demanding regional autonomy or 
other sorts of special treatment. The 
South Africans long for a way to evade the 
ANC's demand for a unitary state under 
majority rule, and implausibly think the 
Soviet Union's convulsions could lead to 
a looser confederation that might be a 
model for South Africa. 

But communism's collapse is not all 
good news for the Nationalists. They, af- 
ter all, took over in South Africa in 1948, 
just when the communists were taking 
over in Eastern Europe. Could they prove 
equally vulnerable to people power? The 
memory of recent demonstrations in Leip- 
zig, Prague and Bucharest may be haunt- 
ing South African ministers as they con- 
template what could happen on their own 
streets when Mr Nelson Mandela is 


released. 
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EUROPE 


Enter the army 


FROM OUR MOSCOW CORRESPONDENT 


FTER the revolution of 1917, civil war 
erupted throughout the old tsarist em- 
pire; Lenin had to deploy troops in 1918-21 
as province after province declared indepen- 
dence. After the near-revolution of the late 
1980s, six republics have been edging to- 
wards independence and near-civil-war has 
erupted in one of them. Only a week after 
atching demonstrators in Vilnius demand- 
ing Lithuanian independence, Mr Mikhail 
Gorbachev has had to deploy more than 
11,000 soldiers in an attempt to restore or- 
der in Azerbaijan. 

This is still not civil war in 
the sense of a military campaign 
waged by armies in the pursuit of 
clear aims. It is more like anar- 
chy, with armed gangs settling 
old scores under the helpless 
eyes of a peacekeeping force. But 
it adds a new twist to the spiral of 
violence in the Soviet Union. 
Even before this week's deploy- 
ment of troops in Azerbaijan, 
and the declaration of a state of 
emergency in parts of the region, 
16,700 interior-ministry soldiers 
were stationed on emergency 
duty in various parts of the 
country. 

The spark for the latest ex- 
_ losion in the south was the an- 
nouncement at a rally on Janu- 
ary 13th in the Azerbaijani 
capital, Baku, that an Armenian 
had attacked two Azeris with an 
axe after they had come to evict him from 
his flat. Gangs of Azeris peeled off from the 
meeting to roam the capital in search of Ar- 
menians to murder. The pogrom that fol- 
lowed may have been premeditated. Ac- 
cording to one eyewitness, inflammatory 
anti-Armenian leaflets were distributed at 
the meeting. The killers had addresses of Ar- 
menian families. 

Thus began two days of anti-Armenian 
rioting in Baku, where 34 people were 
thrown out of windows, burned alive or 
beaten to death with iron bars. The fighting 
almost instantly spread around the region. It 
erupted in Nakhichevan, an Azerbaijani en- 
clave which borders on Iran, and in the area 
at the heart of the dispute, Nagorno-Kara- 
bakh (a territory largely populated by Arme- 
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It could be a long vigil 





nians but formally part of Azerbaijan). The 
worst clashes appear to have been in the 
area north of Nagorno-Karabakh, where 
what had been sporadic hill fighting turned 
into full-scale guerrilla warfare. 

Other atrocities have occurred since the 
dispute between Armenians and Azeris first 
flared up a couple of years ago. In one grisly 
incident in 1988, 34 people were murdered 
in Sumgait, near Baku. But the fighting this 
time, involving battles over a wide area, is 
on an altogether different scale. 


The Armenian-Azerbaijani dispute is 
one of those arguments of history whose 
emotional charge is hard for outsiders to un- 
derstand. For centuries the Armenians have 
seen themselves as embattled defenders of 
the Christian faith among the foothills of 
the Muslim world. The main guarantee of 
their threatened nationhood has been their 
hold over territory. Nagorno-Karabakh is 
the easternmost fringe of their settlement. 
Hence Armenians’ sensitivity over the terri- 
tory and their bitterness at Stalin's decision 
in 1923 to give it to Azerbaijan. 

For their part, the Muslim Azeris, 
though they appear as the persecutors in 
this dispute, have constitutional legality as 
well as tribal hatred on their side. They are 
correct in saying they have the right to con- 






























































trol Nagorno-Karabakh. Mr Gorbachev has — 
decided to rule out boundary changes. 

The dispatching of troops is recognition 
that the Kremlin cannot reconcile the two — 
sides by political means. For most of 1989. 
Mr Gorbachev tried direct rule from Mos- 
cow, meaning that Nagorno-Karabakh was - 
run by a Moscow-appointed committee 
backed up by some 5,000 interior-ministry 
troops. This failed to stop sporadic fighting. | 
It was the ending in November of this ar- 
rangement, always intended to be tempo- 
rary, that led to the current crisis. The So- 
viet parliament handed Nagorno-Karabakh 
back to nominal Azerbaijani sovereignty. 
which offended the Armenians, but grantec 
substantial autonomy to the enclave, which 
offended the Azeris. E 

For centuries, Armenians and Azeris 
have lived jumbled together, with large mi- - 
norities of one lot in areas 
mainly inhabited by the other 
During the past two years 
600,000 people are reckoned to 
have fled from one republic to- 
the other. The first big wave of - 
refugees was at the end of 1988. 
A second mass migration started 
with the ending of direct rule 
from Moscow over Nago a^ 
rabakh. According to Azeris in 
Moscow, more than 200,000 
Azeris have now fled from Ai 
menia to Baku, most of them 
homeless and increasingly mili- 
tant. The people involved in the 
forefront of the fighting have 
been the refugees. i 

Refugees have also been in- 
fluential in the radicalisation of 
local politics. In both Armenia 
and Azerbaijan, decision-mak- 
ing power has in effect passec 
from the Communist party to 
the Popular Fronts. In Azerbaijan, during 
the summer, the Popular Front was domi- 
nated by intellectuals and writers. But re- 
cently the leadership has changed. It is now 
run by militant nationalists willing to use 
the violence of huge crowds against Arme: 
nians—and against the Communist party. 
In two towns near the Iranian border 
Jalilabad and Lenkoran, Popular Front mil 
tants have taken over government buildings 
and driven the party authorities from the 
towns. p 

The government in Moscow has little 
choice but to resign itself to continued mili- 
tary operations aimed—like that of the Brit- 
ish in Northern Ireland—at containing, not 
ending, the troubles. It will be an unenviable 
mission, Both Armenians and Azeris have 
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experience of fighting in their own hills and 
possibly those of Afghanistan tco. They are 
also alarmingly well armed. 

The Armenian partisans took a civilian 
helicopter from a geological research insti- 
tute. This was then used to fire upon 
Azerbaijani villages. For their part, the 
Azeris captured four tanks from the troops 
(three have since been recaptured) and con- 
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verted a gun used for firing 
into clouds to create rain 
into a ground-to-air 
weapon. Guns were smug- 
gled aboard flights that were supposed to be 
carrying food and medical supplies from the 
Armenian capital, Yerevan, to Nagorno- 
Karabakh. 

Mr Gorbachev has so far sent only the 
minimum force that he hopes will be neces- 
sary to end anarchy. About 11,600 men 
have been sent to the area, to join 5,400 who 
were already there. Some 6,600 of the new 





The Germanies 


Fear of a stampede 


FROM OUR BONN CORRESPONDENT 


WO months after the Berlin Wall was 

breached, the mood of euphoria in the 
two Germanies is changing to one of crisis. 
Leaders in both countries fear there could 
soon be a big rise in the number of East Ger- 
mans coming to the West for good. The East 
German economy could not afford the loss 
and the West could hardly cope with the 
flood. The only people to gain, on both sides 
of the border, would be extremists. 

At present about 1,500 East Germans a 
day are streaming over to settle in the West. 
If the exodus were to continue at that rate, it 
would mean at least another 2m newcom- 
ers this year on top of the 344,000 who ar- 
rived from East Germany in 1989, But the 
real worry is that the total may soar far 
higher if the mood in East Germany gets 
worse still. 

There are already plenty of warning 
signs: the storming of the former security- 
police (Stasi) headquarters in Eas: Berlin on 
January 15th, the first significant act of vio- 
lence in the still-bloodless revolution; the 
country-wide work stoppages and the threat 
of a general strike; the shock over big price 
increases as the government starts the neces- 
sary pruning of state subsidies; the birth of a 
bewildering number of tiny political groups, 
splitting the opposition to the demoralised 
but still organised communist party in the 
run-up to the country's first free election 
due on May 6th. All that increases the pres- 
sure on hitherto undecided East Germans to 
get out. 

Mr Hans Modrow, the supposedly re- 
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form-minded communist prime minister, 
must take part of the blame for the darken- 
ing mood. By insisting too long on an early 
replacement for the hated Stasi (a decision 
he has now reversed), he enraged an already 
bitter population. By clinging to communist 
clichés about state control of the economy, 
he increased fears at home that living stan- 
dards would not improve and discouraged 
potential foreign investment. 

Ms Christa Luft, the economics minis- 
ter, has shown a greater readiness than her 
boss to throw out ideological ballast. She 





Storming the Stasi 








arrivals are interior-ministry troops, whose 
job is to keep the warring factions apart; 
5,000 are regular troops, sent largely to pro- 
tect weapons stores and military installa- 
tions, not to intervene in the fighting. Top 
army officers have repeatedly said they are 
unwilling to use their men against Soviet cit- 
izens. All this suggests that the deployment 
of the army is not the beginning of a wider 
military crackdown on nationalism. Nation- 
alists in the Baltic republics dismiss the pos- 
sibility that the army might intervene there. 
As the Soviet government stresses, the 
crackdown is aimed at restoring order, not 
at stamping on nationalism (though that 
would not rule out further intervention in 
Georgia, where anarchy also threatens). 

For the moment, Mr Gorbachev's deci- 
sion to send his soldiers to the south seems 
to have wide support in Moscow. Their task, 
after all, is to save lives. But the longer they 
stay, as the death toll rises, the more Rus 
sians will ask why the conflict was allowed t 
reach such a pitch in the first place. 
—— 


has recently begun to talk about moving by 
stages to a social market economy (the name 
that many West Germans apply to their own 
system) and a convertible currency. She has 
given approval to an East-West German in- 
vestment-protection agreement expected to 
be ready by the end of the month. And she 
has agreed that, in some cases, foreign firms 
will be able to take majority stakes in joint 
ventures. West German companies insist 
more must be done; but some, like the in- 
dustrial giant Daimler-Benz, are nonetheless 
planning early ventures in East Germany to 
help lift morale there before the May 
election. 

The sooner West German firms get 
weaving in the East, the happier the chan- 
cellor, Mr Helmut Kohl. He faces the tricki- 


est balancing act of his career. He is trying t 
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persuade East Germans to stay put because 


early help is on the way; but he wants to help 
without bolstering Mr Modrow—through 
whom, at least until the election, the West 
German government has to deal. Hence Mr 
Kohl's decision this week to put together an 
agreement with East Germany in two stages. 
The first will cover immediate help, for ex- 
ample, to support East Germany's health 
service and clean up its environment; the 
second, with broader proposals pointing the 
way towards German unity, will be signed 
only when a freely-elected East German gov- 
ernment is in place. | 

In another attempt to limit the inflow, 
' Mr Kohl aims to cut some of the benefits 
hitherto granted to East Germans coming to 
the West (like the full state pension rights 
which even ex-Stasi officials enjoy). The 
danger is that the proposal could backfire, 
producing a new influx of East Germans 
afraid that the West was about to shut its 

oors to them altogether. Few politicians 
uare even to hint in public at border clo- 
sure—a western "wall". 

When Mr Oskar Lafontaine, the Social 
Democratic premier of the Saarland, re- 
cently proposed a contingency plan to curb 
the inflow, he was shouted down. Leaders of 
Mr Kohl's Christian Democratic party 
claimed Mr Lafontaine was pandering to far- 
right voters in the run-up to the election in 
his home state on January 28th. That vote in 
turn is likely to decide whether Mr Lafon- 
taine will be named as his party's candidate 
to run for the chancellorship against Mr 
Kohl in the general election in December. 
Now the government is reappraising its own 
stand on the issue Mr Lafontaine put his fin- 
ger on. 

It is plain why. In time the arrival of lots 
of people, many young and skilled, stands to 
give the West German economy a big boost. 
But at present it is adding to a housing 
chortage and to worries about unemploy- 

ent. East Germans, remember, are not the 
only ones streaming in. Add in the ethnic 
Germans coming from elsewhere in Eastern 
Europe and the Soviet Union, plus asylum- 
seekers, and the grand total of newcomers 
last year reached nearly 1m. 

The bill for this is whopping. Combined 
federal and regional aid for state-subsidised 
housing alone is now estimated at DM10 bil- 
lion ($6 billion) a year; a supplementary fed- 
eral budget of DM3 billion is about to be 
approved, mainly to help pay for temporary 
visits to the West by East Germans. Even 
without a big new inflow, all this makes fer- 
tile breeding ground for the far-right Repub- 
licans, who favour a united Germany but 
want foreigners, even German ones, to stay 
at home. 

For outsiders, the “German question” 
is merely on the agenda for debate. For the 
Germans themselves, it is more and more a 
matter of crisissmanagement. 
ee OO 
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Change partners? 


F WEST GERMANY'S Free Demo- 

cratic party wanted to signal its readi- 
ness to switch government partners after 
the general election in December, it 
could not have made a better start. In de- 
cisions on defence policy announced on 
January 15th and to be included in its 
campaign programme, the FDP opposed 
modernising short-range nuclear missiles 
and urged abandonment of the four-na- 
tion European Fighter Aircraft project. 
The strength of West Germany's armed 
forces should, it said, be slashed, and na- 
tional service cut from 18 months to a 
year. 

The demands, which bear the stamp 
of the foreign minister, Mr Hans- 
Dietrich Genscher, put the party on col- 
lision course with its conservative part- 
ners in Mr Helmut Kohl's coalition. 
They are also likely to bother NATO part- 
ners. But they closely match the defence 


Replacing communism 


So little time, so much to do 


A special co 
delights and difficulties of 


N A castle built for sixteenth-century 

Habsburg emperors and furnished for 
twentieth-century communist ones, Mr 
Vaclav Havel bounded into his new presi- 
dential suite, tossed off his ski jacket, settled 
into an over-sized leather chair and took a 
decision. “We need advice, here, now, im- 
mediately. Not from governments but from 
professionals who know election laws. If you 
can bring somebody to Prague by Monday, 
that would be wonderful.” 

This week four experts chosen for legal 
know-how and political savvy were confer- 
ring in Prague with the men who are writing 
the rules for the first free election in 


Czechoslavakia in 44 years. The draft law | 


they are reviewing is a complex version of 
proportional representation. Hence the 
composition of the advisory team: Mr Rich- 
ard Holme, a British Liberal and author of a 
book on PR; Mr Peter Hack, a negotiator on 
Hungary's new PR system; Mr Larry Garber, 
an American who wrote the bible on elec- 
tion monitoring; and Mr Antonio Vitorino, 
a judge from Portugal's constitutional court. 

e advisers were re- 
cruited, in record time, by the 
National Democratic Institute 
of Washington, an offshoot of 
the Democratic party whose 
brief is to provide non-profit, 


ndent reports from Czechoslovakia and Hungary on the - 
i building democracy à 


priorities being spelled out by Mr Oskar 
Lafontaine, the man likely to lead the op- 
position Social Democrats into the elec- — 
tion. A few years ago Mr Lafontaine was 
considered a leftist dove in defence mat- — 
ters. Now he has mainstream company. 

The far-right Republicans take a dif- 
ferent tack in their campaign pro- 
gramme, approved at a party conference 
on January 14th. They aim for a united | 
Germany belonging to neither NATO nor 
the Warsaw pact but not demilitarised. 
German unity, they say, takes prece- || 
dence over European unity; and while — 
both the Free Democrats and Mr Lafon- — 
taine are firmly against questioning the 
Oder-Neisse line as Poland's western || 
frontier, the Republicans stick to the || 
view that the German Reich continuesto | 
exist in the borders of 1937: that is, en- || 
compassing bits of what are now Poland 
and the Soviet Union. 
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non-partisan and not-strictly-American ad- 
vice to new-born democracies. This was the 
NDI's first visit to Czechoslovakia. Doors 
opened—in a city besieged by foreign do- 
gooders—at least partly because of the pres- 
ence of the NDI’s vice-chairman, Mrs Made- 
leine Albright, foreign-policy adviser to the 
Dukakis campaign and Czech-speaking pro- 
fessor of communist politics. 

The NDI also has a track record in the 
neighbourhood. A week earlier, an NDI 
group was in Budapest, instructing members 
of two of Hungary's dozeris of parties on 















































"e 


ETWA 


33 


| is Soe = « 


at WA E MT A f 
on March 25th. This was the fourth NDI 
workshop in Hungary this autumn, with a 
fifth scheduled for this weekend. Over the 
bast year other NDI missions have been in 
Panama, Chile, Paraguay, Taiwan, Bo- 
tswana, Namibia and Nicaragua. 
. In newly democratising Eastern Europe, 
foreign political expertise represents a mix 
of irrelevance and magic. Westerners, it is 
thought, possess a secret formula that only 
needs acquiring and adapting. But at the 
same time there is inevitably an element of 
mutual deafness in dialogues between sea- 
soned western politicos and dissidents just 
out of jail or up from underground. 

hen a young Senate aide proposes to 
'rague's ex-dissidents that senior people 
uch as judges and professors might serve as 
lection overseers, she is dismissed out of 
and. "Here, the more senior the people, 
he more corrupt." The cynicism is similar 
n Hungary. “Politics should be fun,” asserts 
he wise-cracking campaign co-ordinator for 
he Democratic National Committee, Mr 
Vill Robinson, to a roomful of sober-faced 
lungarians. "The mood in this country is 
or lynching, not for laughing,” one listener 
mutters. When Mr Robinson suggests 
anding out sign-up sheets for volunteers at 
'arty meetings, he is told, “Giving names is 
ot the tradition here." “Free elections 
ren’t the tradition here either,” retorts the 
otund American, to loud applause. 
. Parties are creating and recreating 
emselves every day. The latest count in 
Zzechoslovakia's interior ministry is 51. 
The Americans made their standard pitch 
about the importance of advance planning 
id local organising for an election ex- 
ected to be only five months away, in June. 
ut Prague's revolution is still too new and 
s leaders torn in too many directions to 
irn their minds to campaign management. 
To many Czechs, Civic Forum, the 
ovement that made the “Velvet Revolu- 
ion", has come to embody the authority 
nd power that once belonged to the Com- 
unist party. Consequently, every day hun- 
dreds of petitioners and office-seekers turn 
) at its neo-baroque headquarters at the 
bottom of Wenceslas Square which until last 
1onth housed the Czech-Soviet Friendship 
sociation. The two dozen assorted intel- 
ectuals who make up the Forum’s govern- 
ig council are one minute designing a new 
ectoral system, the next downing tools to 
somfort an aggrieved worker or bed down 
meless ex-prisoners on their office floor. 
:ontrast, their Slovak partners in Brati- 
va, far from the distractions of Prague, 
erate a streamlined constituency service, 
th 20 lawyers and 15 psychologists dealing 
th public complaints. 
The core group of Civic Forum is 
eadily shrinking, as one member is de- 
ited to be foreign minister, another to be 
nbassador to the United Sates, a third to 
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activists are so overworked is that they are 
discovering that power brings criticism. 
They have been rushing about putting out 
bushfires such as the public outrage at 
crimes committed by a few score of the 
22,000 prisoners released under President 
Havel's inaugural amnesty; trying to calm 
restive students who are demanding wider 
purges in the universities; and cooling the 
tempers of serving soldiers who are demand- 
ing cuts in their periods of national service 
equal to those just promised to future con- 
scripts. Like politicians everywhere, Forum 
people are quick to blame the press, and 
communists within it, for their troubles. 
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The new politics 
In the odd quiet interval, Prague's new 
power holders debate the role and future of 
the Forum: should it evolve into a political 
party, or endorse like-minded groups and in- 
dividuals, or merely serve as moral guide 
during the transition to full democracy and 
then wither away? One argument for retain- 
ing the Forum as a broad democratic front is 
that parties and politics have been tainted 
by association with communism. "There is 
real antipathy to joining anything," notes 
Mr Petr Miller, the blacksmith-turned-la- 
bour minister. "People like the Forum be- 
cause it doesn't have party discipline or bu- 
reaucracy.” Another obstacle to turning the 
Forum into a party is that the range of opin- 
ions under its umbrella is too broad for 
more than a minimalist consensus. 

"Our problem is that we have no oppo- 


ct eR . E lus Es cat 1 
nents,” explains. Mr Martin Palous, a 
woolly-haired philosopher. "Everyone sub- 
scribes to our principles, including the 
Communists. Yet we mustn't get 10096 of 
the vote and create another closed system." 
More practical men argue that the problem 
may be the opposite: a splintering of demo- 
cratic forces that will allow the Communists 
to retain a chunk of elected power. Polls and 
guesses put the Communists’ election 
strength at about 15%. But the Communists 
also have allies, such as a new Agrarian 
party, representing farmers and farm man- 
agers who have prospered under subsidised 
agriculture and fear decollectivisation. A 
newspaper editor sees this party as the most 
dangerous of the democrats’ rivals. 

"We must win this election,” insists Mr 
Jan Urban, the Forum’s campaign director. 
His plan is to set up regional offices to pro- 
vide technical resources to all parties as well 
as to build a network of reliable local 
branches for the Forum. At the moment 
some 4,000 groups are claiming to be Forum 
outposts, many of which are reported to be 
controlled by turncoat Communists. 

Rooting out former oppressors without 
copying their tactics or provoking turmoil is 
probably the biggest challenge for the lead- 
ers of Europe’s democracies-in-the-making. 
“This is a dangerous period," observes Mr 
Ivan Gabel, a sociologist, “because we can 
exercise absolute power and make the same 
mistakes the Communists did. That’s why 
we need to build in controls over both the 
presidency and Civic Forum.” 


Some limits have already been set, but 


A bad time for bigots 


jj French are great lovers, the Brit- 
ish inveterate pragmatists, the Ger- 
mans incurably efficient. Right? The 
revolution in Eastern Europe teaches 
caution on national stereotypes. It once 
seemed safe to say that Romanians were 
submissive, Czechs depressive, Poles im- 
possibly passionate. No longer. 
Romanians braved the Securitate's 
bullets. Czechs suddenly became street 
revellers. Poles coolly toppled commu- 
nism, then unPolishly buried their differ- 
ences to launch unprecedented reforms 
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with unheard-of speed. 

The surprises are not always so flatter- 
ing. Hungarians, for example, were held 
to be outstanding compromisers, yet the 
two main opposition parties are now ar- 
guing so bitterly that it is unsure whether 
they will be able to join in a coalition gov- 
ernment after the March election. East 
Germans supposedly made the most of 
communism thanks to Prussian prowess; 
it turns out that the country is in a sham- 
bles and would have collapsed long ago 
but for West German help. It seems it 
was not just the absurd policies of the old 
regime that made Bulgarians beastly to 
ethnic Turks; many Bulgarians really feel 
like being beastly. 

So beware of the fashionable view 
that this part of the world is “reverting to 
type" and following pre-communist pat- 
terns of behaviour. Prepare for yet more 
surprises. Albanians as internationalists? 
Russians as impeccable democrats and 
thrusting entrepreneurs? In the new Eu- 
rope, almost anything is imaginable. 
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only on the Communists. The Round 
Table which brings together all 
Czechoslovakia's parties recently 
agreed on a ceiling of 40% of Com- 
munists in all state agencies. Commu- 
nists are also voluntarily ceding their 
majorities in the federal and regional 
assemblies. 

The people most bitter about this 
are reform Communists who claim 
some credit for the 1989 revolution. 
"Without Gorbachev and what hap- 
pened inside the Czech Communist 
party, Havel would have had to wait 
for another two or three years," in- 
sists a former top apparatchik. “It 
would be wrong to create frustration among 
500,000 to 1m educated, experienced peo- 
ple who did nothing wrong except stay 
quiet. The nation needs these people if we 
don’t want to become the beggars of Eu- 

ope, like the Poles or Romanians.” 


Seeing red on the Danube 


Hungary has yet to confront this problem of 
decommunising its bureaucracy, for the sim- 
ple reason that it is still ruled by a govern- 
ment that is communist in all but its new 
Socialist name. Accustomed to leading the 
way to reform in Eastern Europe, Hungar- 
ians have been stung by the sight of tortoise 
neighbours like the Czechs suddenly passing 
them by in the race to democracy (though 
Hungary is still set to be the first to have a 
fully free parliamentary election). 

For Hungary's neophyte politicians, this 
has brought some advantages. They have 
been spared the burden of trying to govern a 
rundown country while preparing for an 
election, and they have had time to orga- 
nise. Political parties have been legal for a 
year and press censorship, though not con- 
trol of television and radio, was in effect 
abandoned last spring. Parties have had a 

ew dry runs in five by-elections and a ref- 
erendum, all of which the communists lost. 

The flip side is that Hungary's commu- 
nists-turned-Socialists remain far better 
placed than the Czech comrades to use their 
vested power. Their publicly declared bud- 
get is ten times that of their nearest demo- 
cratic competitor. But they have been using 
their power so clumsily that it may do them 
more harm than good. 

Mr Imre Pozsgay, the Socialists’ cam- 
paign chief, has had responsibility for Hun- 
gary's state media. But this week he had to 
give up control over radio and television, be- 
cause of an outcry over the sacking of the 
head of television's current-affairs depart- 
ment. This came on top of an affair now 
known as "Hungary's Watergate". Two 
weeks ago the two most radical parties, the 
Free Democrats and the Young Democrats, 
produced documentary evidence—includ- 
ing films from inside the interior ministry— 
confirming that the secret police were tap- 
ping party telephones, bugging offices and 
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placing informers in party ranks. On Janu- 
ary 17th the head of the interior ministry's 
internal-security service resigned because of 
the scandal. More heads may yet roll. 
Democrats are afraid that the habit of 
conspiratorial politics may be hard to break. 
“We can't allow ourselves to indulge in dirty 


Romania 


Popescuisation 


FROM A CORRESPONDENT IN ROMANIA 


ESS than a month after the bloody revo- 
lution which overthrew the regime of 
Nicolae Ceausescu, Romania's new govern- 
ment is in danger of collapse. In Bucharest 
the National Salvation Front is split by ir- 
reconcilable differences among its members 
In the provinces the army had to take over 
the administration of the western cities of 
Timisoara and Brasov last week when the lo- 
cal National Salvation Fronts threw in the 
towel. In some villages armed civilians main- 
tain order in the streets, openly defying a de- 
cree issued two weeks ago ordering people to 
hand in all weapons. 
The paper-thin unity among Romania's 


The revolution rolls on 


EUROPE 


tricks," says Mr Gyula Kodolanyi, a 
leader of Hungary's strongest party, 
the Democratic Forum. The Forum 
has been involved in an ugly dispute 
with the Free Democrats ever since 
they took opposite sides in the No- 
vember referendum on the method 
and timing of picking a president. 
The Free Democrats have accused the 
Forum of antisemitism and ultra-na- 
tionalism. The Forum has responded 
with charges of McCarthyism. 

Putting together a workable post- 
election coalition in Hungary may be 
distinctly problematic. One Hungar- 
ian editor, Mr Ivan Baba, predicts an 
unstable combination of eight or nine par- 
ties which could be brought down at any 
moment by defection or infiltration. “We're 
just now realising,” Mr Baba concludes rue- 
fully, "that destroying is a lot easier than re- 
constructing." Czechs could hardly 
disagree. 

en eS See eee SSS 
new leaders since they seized power just be- 
fore Christmas fell to bits after an anti-com- 
munist demonstration held on January 12th 
in the centre of Bucharest. Thousands of 
Romanians gathered in front of the Na- 
tional Salvation Front’s headquarters in 
Victory Square, angry about the preponder- 
ance of Communists in the government and 
suspicious that the government was being 
too soft on the murderous secret police, the 
Securitate. President lon Iliescu and the 
prime minister, Mr Petre Roman, tried to 
calm the crowd. The vice-president, how- 
ever, Mr Dumitru Mazilu, joined in the 
chorus chanting “Down with the Commu- 
nists” and "Death for death. 

The president promptly promised to 
outlaw the Communist party, and to hold a 
referendum at the end of the month on re- 
storing the death penalty (which the govern- 
ment had only just abolished). Next day the 
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te decision had been hasty and that the 





omania Libera, which is close to 
1e government he belongs to. 


Bucharest may be found in Timisoara, 


e uprising began there, and it triumphed 





€ driven out of the presidential palace in 
arest. Last week the president of the 
tional Salvation Front in the Timisoara 
ion, Mr Lorin Fortuna, was forced to re- 
n after an unruly demonstration outside 
fice. The crowd accused him of being a 
tor because he did not let members of 
ublic into council meetings.. 

n stepped Major-General Gheorghe 
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ROM A CORRESPONDENT IN BUCHAREST 


C F ALL Nicolae Ceausescu's lega- 
n cies, perhaps the saddest can be 
; found in Romania’s maternity wards. 
_ Visitors are shocked at the sight of aban- 
_ doned babies, sick pregnant women and 
. doctors working 24-hour shifts to per- 
— form abortions—all because of a mad 
| plan to increase Romania's population. 
Ceausescu banned contraceptives and 
-made abortion punishable by up to five 
years in prison. The result was the high- 
est infant-mortality rate in Europe, over- 
flowing orphanages and the death of 
many pregnant women. 
* "Only now has the extent of the disas- 
ter become clear. One of the first acts of 
the new regime was to legalise abortion. 
Since then women have flooded to hos- 
pitals. “The revolution saved me,” says 
one young woman in Bucharest's Munic- 
ipal Hospital. "When I heard that 
Ceausescu was finished, I had. enou gh 
courage to come to the hospital,” Like 
any others, she had resorted to at- 
mpted self-abortion. That had caused 
ch bad bleeding that doctors doi not 


Low whether she will sur 










st postponed. Mr Iliescu: explained that 


-ommunist party's fate would also be put to | 
referendum. Now that decision has been. 
eversed. Meanwhile, the Bucharest daily, o 


-racks just as soon as the job was done... 
.. Will he? Generals the world over have - 
been known to develop a fondness. for 
. power. The newly elected people's represen- 


A clue to what is likely to happen next i 


here in the past month events have consis- ` 
tly foreshadowed those in the capital. 


imisoara days before the Ceausescus | 








so o take c over the running of the 





tatives in Timisoara will be both less experi- 


enced and more radical than their predeces-. 


SOTS. : 





They may not be able to form 


themselves into a. coherent local govern- - 


ment, at least by military standards. Once 
again the army could feel itself tempted to 
fill a vacuum. 

There is talk of putting another general 
in charge of Bucharest. If things go as badly 
for the government in the capital as people 
fear they could in Timisoara, it may prove a 
lengthy appointment. 
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A isery in the maternity wards 


tion and contraceptives, all women re- - 
ceived gynaecological check-ups at work. ` 
Once a pregnancy was iri so-called 
" demographic command bodies" were : 
called in to monitor the woman. Any 
miscarriages were investigated and the 
Securitate was serious about catching of- | 
fenders. “The police were everywhere," | 
according to one doctor. "Whenever we 
made a diagnosis, they would come and 
interrogate us. If we did an abortion to a 
woman we said was in danger of dying, 
they would be all over us. 
Most women did not dare seek treat- 
ment for complications arising from ille- | 
gal abortions. Yet, for many, fear of | 
bringing a child into the Romanian 
world was even greater. "It. wasn t just 
that you couldn't buy nappies,” one 
young mother said. "Your flat was too. 
small, it was unheated, you didn't have | 
énough to eat, you didn't even. have milk D 
for the baby. n a 
In 1987 Romania broke with interna- 
tional medical protocol by imposing a 
30-day delay in registering births, pree — 
sumably to avoid recognising deaths in = 





the first month. The true infant-mortal- 


end- ity rate was even higher than the (already 





alarming) rate officially reported Doc. i 


tors now admit that passive in 









was My mined Unable pos gl 


for the | | | 
table illness and malnutrition. 





_ —. Yet not only did the policy inflict ter- 
o- rible suffering, it failed in its aim. The | 
population has barely been growing. " 


gio n. The general, hailed as a sav- 
iour by hei city's population, said that his 
main task would be to guarantee that local - 
elections now under way in the region are T 
Mr . free and fair. He promised to return to bar- 
iescu, attacked Mr Mazilu for undermining ad 





alling to pieces? 


. « F ONLY we had said Yes to Stalin back 


in 1948, instead of resisting him, we 


T would have been free today.” Yugoslavs are 
... at least keeping a sense of humour as their 
-country becomes an anachronism. Once the 


leading reformer in Eastern Europe, Yugo- 


slavia is now a conspicuous laggard, still 


communist though communism is crum- 


bling all around it (except in Albania). 


Could its ruling Communist party surprise 
everybody—including itself—by announc- 
ing at its congress starting in Belgrade on 
January 20th that it is opting for pluralism? 

This is what the country's two most lib- 
eral republics, Slovenia and Croatia, will ad- 
vocate. They are already moving to multi- . 


party politics. Their Communist partie - 


voted at congresses in Ljubljana and Zagre.. 
in December to allow other parties to com- 
pete with them. The local party leaders ar- 
gued, under the influence of the revolution 
elsewhere in Eastern Europe, that sharing 
power with non-communists was the only 
way for Communists to survive (and even 
that may be optimistic). In April both re- 
publics will elect new parliaments which, for 
the first time since the Communists grabbed 
power in 1945, will contain real indepen- 
dent non-communists. 

Slovenia led the erosion of the Commu- 
nists' monopoly, with the appearance two 
years ago of the first so-called “alternative” 
movements. Croatia started later but now 
looks like overtaking Slovenia in the liveli- 
ness of its politics: so far 13 parties have 
sprung up, including a Croatian Peasant 
party, which wants to pick up where Cro- 
atia’s largest pre-war democratic party of the 
same name left off. — 

The liberalism of the conde: in Slov 
nia and Croatia disgusts the Communist 
leaders in Serbia, the largest of Yugoslavia’s 
six republics. Its populist president, Mr 
Slobodan Milosevic, recently showed that it 
is still possible to win power in the old-fash- 
ioned way. The 82% of the votes he won in 
an election in Serbia in November may have 
been a fair reflection of his popularity 
among his fellow-Serbs. But when the votes 
cast for him and for the other three (also 
Communist) candidates were put together, 
the total came to 104%. 

Not all Serbs like Mr Milosevic’ s popu- 
lism. Serb businessmen have been upset by 
his call to boycott Slovene goods. - Many 
intellectuals, who backed him in his fig t to 
regain contrél over the provinces of Vojvo- 
dina and Kosovo, feel betrayed by his failure 


to introduce: pluralism after that battle had 


‘en won. 

-They are now chal lengine hig A group 
d Belgrade lawyers earlier this. month - ane 
nounced the vim of e R | 
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MONEY MARKET CHEQUE ACCOUNTS 





Are you looking for an offshore 
account based in Jersey offering- 


@ High Rates of Interest 

@ No notice of withdrawal 

@ A cheque book facility 

@ Interest paid gross (tax free) 


A Money Market Cheque Account 
with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 

that and more ... 


@ Deposits accepted in Sterling or US$ 
@ Minimum deposit is £2500 or 
US$5000 


@ Interest is calculated daily and 


applied monthly 
@ Statements issued quarterly 






US DOLLARS OR STERLING 
THE BEST OF BOTH WORLDS 


Scotland, Jersey 0534-39322. 


return and your cheque book will follow a few 
days later. 








Applied Rote US $ 
(CA R) US$ 





‘Applied Rate Sterling 


Up to date rate of interest available by telephoning Bank of 


Simply complete the coupon and enclose your cheque. An 
acknowledgement of your deposit will be sent by 


7.00% 





* Compound Annual Rate 


Y% 14.48% 





* Compound Annvol Rate 
CAR) Sterling 


‘Interest Paid Gross- Applied Rate=Compound 


minimum balance being retained. 


Bank of Scotland wat constituted in Edinburgh by Act of Scots Parliament in 1695. Bank of Scotland Proprietors Funds (paid up capitol ond reserve] os at 28th February 1989 were 


£826.0 million. Bonk of Scotland Uiersey) Lid wos incorporated and is situated in Jersey and is o wholly owned susbsidicry of Bank of Scotland. The paid up capital and reserves of 
Bank of Scotlond (Jersey) Ltd as of 31st December 1988 were £3.3 million. Copies of the Annual Report ond Accounts of Bank of Scotland ond of its subsidiary Company, Bank of 
Scotland (Jersey) Ltd are available from Bank of Scotlond, PO Box $88, 4 Don Road, St Helier, Jersey or from Bank of Scetlond, Head Office, The Mound, Edinburgh EH? 1Y7 


Deposits mode in Jersey with offices of Bank of Scotland ond Bo^k of Scolond (Jersey) Lid are not covered by the Deposit Protection Scheme under the Banking Act 1987. 





To Bank of Scotland Money Market Accounts Centre, 
4 Don Road, St Helier, Jersey. 


I/We wish to open o Money Market Cheque Account 
I/We are aged 20 or over (Please complete in BLOCK CAPITALS). 


FULL NAME(S) 


ADDRESS d Sak s 





SIGNATURE(S) 


_ Date . > 


For joint accounts all parties must sign the application but only one signature 
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I/We enclose my/our cheque for £ 
mode payable to Bark of Scotland. 
I/We enclose my/our cheque for US$ (minimum US$5000) 
made payable to Bank of Scotland (Jersey) Ltd. 

Should the cheque not be drawn on your own Bank Account, please give 


details of your bankers. 


MY / OUR BANKERS ARE _ _ BANK 


BRANCH EEN : Sa 








ACCOUNT NO à š 


X QBANK OF SCOTLAND 
A FRIEND FOR LI IFE . 





Annual Rate (CAR), (Interest rates moy vory-rates 
quoted correct ot time of going to press), subject to 
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named after Serbia's strongest 
pre-war political movement. A 
Democratic party, another 
echo from Serbia's past, is 
holding its founding congress 
on February 3rd. Mr 
Milosevic, with his election 
safely behind him, probably 
reckons that he can see off 
most Serb challengers without 





much of Croatia. 

More ominously for Mr 
Milosevic, the non-Serbs of 
Serbia are also stirring. In the 
north the Hungarian minority 
in the autonomous province of 
Vojvodina, close to the border 
with Hungary, has set up a pu- 
tative party of its own. Many 
Hungarians are worried about 





going to the trouble of formally _ "a their future in a Milosevic- 
banning them. The exception A EUM dominated Serbia. In: the 
was the banning last week of a Mighty Milosevic south-west, the Albanians of 


potentially dangerous rival on 


the right: the ultra-nationalist Serbian Na- 
tional Renewal, which advocates a Greater 
Serbia that would expand to take in Bosnia, 





Montenegro and Macedonia, as well as 


| The language of Europe 


FROM OUR BRUSSELS CORRESPONDENT 


T THE height of the cold war, it was 
said that optimists were learning 
Russian and pessimists Chinese. Nowa- 
days opportunists in Brussels are said to 
be studying German. Even if they are, it 
still leaves German a very poor third lan- 
guage after English and French among the 
EC's 14,000 Eurocrats. 

In a Community of 12 nations and 
nine official languages, it is inevitable that 
some are more equal than others. 
Formally, the European Commis- 
sion has three working languages: 
English, French and German. In 
fact, only English and French 
really count. And over the past 15 
years there has been an inexora- 
ble rise of English in EC institu- 
tions at the expense of once-dom- 
inant French. 

French is not giving up easily. 
Call a Eurocrat on the telephone 
and he will probably reply in 
French, although many will will- 
ingly lapse into English. This is 
hardly surprising. Senior officials 
who joined the Community as 
bright-eyed youngsters in the 
1960s, when there was no Eng- 
lish-speaking member, were steeped in 
French. All but one of the presidents of 
the European Commission over the past 
20 years have been native French-speak- 
ers. Brussels itself is a predominantly 
French-speaking city. 

The rise of English started after Brit- 
ain, Ireland and Denmark joined the 
Community in 1973 (although in the 
early days British Eurocrats were hand- 
picked for their knowledge of French). 
Within ten years English had reached par- 
ity with French. Middle-ranking commis- 
sion staff members can send working pa- 


The 


P OE. 
European Commission, circa 1992 


Kosovo, under virtual military 


occupation, cannot organise but remain 
restive. 


At this weekend's party congress in Bel- 


grade, Mr Milosevic will try to persuade the 
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pers to their bosses in either English or 
French. A draft in German never gets be- 
yond a superior's in-tray unless translated 
into English or French. 

At its top level, the commission is a 
tower of Babel. The 17 commissioners 
themselves may speak any of the nine offi- 
cial languages at their weekly meetings. 
Simultaneous translation is provided for 
all, with small limitations. Translation for 
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"minority" languages is one-way. This 
means that Mrs Vasso Papandreou from 
Greece and Mr Antonio Cardoso E Cu- 
nha from Portugal can speak in their own 
languages but have to listen to their col- 
leagues in, say, French. 

It is among the lower orders in the 
commission that English is now beginning 
to elbow French aside. Younger Euro- 
crats, with the exception of some Span- 
iards and Portuguese, tend to have Eng- 
lish as their first foreign language rather 
than French. English is becoming the 
main working language in up-and-coming 


federal party to resist the pluralist tempta- 
tion. He looks unlikely to win. As for the 
republics, each will probably go its own way. 
Any chance of Mr Milosevic talking the Yu- 
goslav army into imposing one-party disci- 
pline on Yugoslavia has all but disappeared 
since the revolution in Romania. 

Still, it would be foolish to dismiss Mr 
Milosevic's politics as just a hangover from 
the past. His Serb-first message is an exam- 
ple of the nationalism that is likely to be a 
feature of parts of post-communist Eastern 
Europe. How long can strong-man national- 
ism and western-style democracy cohabit 
under the same roof? Yugoslavia may find it 
as hard as the Soviet Union to stay in one 
piece. 











commission departments: those responsi- 
ble for financial services, information 
technology and telecommunications, sci- 
ence and technology, and the environ- 
ment. French remains relatively well en- 
trenched in less dynamic departments 
such as agriculture. 

French has clung on as the working 
language in the commission's press room. 
There the commission's spokesman, Mr 
Claus-Dieter Ehlermann (no prize for 
guessing his nationality), gives a daily 
briefing in French to 250 journalists from 
all around the globe, only a handful of 
whom are native French-speak- 
ers. French-speaking journalists 
have led an anti-English coalition 
with the support of colleagues 
from other EC countries. The 
Germans, Italians and Spaniards 
do not mind their languages play- 
ing second fiddle to French—pro- 
vided English has to as well. 

German journalists and Ger- 
man Eurocrats are sensitive about 
what they consider the low status 
of German. Their country is the 
biggest in the Community and by 
far the largest contributor to the 
EC budget. The West German 
economy is powering ahead and 
East Germany could be coming 
into the Community before long. 
Many Germans feel their language will 
soon come into its own. 

Evidence of non-German Eurocrats 
brushing up on their Goethe and Schiller 
is so far mainly anecdotal. The people 
who run the commission’s language 
courses say they will have firm evidence 
only once the new cycle of courses—the 
first since the tumultuous events in East- 
ern Europe—gets under way next month. 
But there are other signs. The commission 
will start publishing its press releases in 
German—as well as in English and 
French—from next April. 


| 
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Danger signals 


Car production at Ford came 
to a standstill, as workers went 
on unofficial strike against a 
10.2% pay offer. “It is for the 
private sector to determine 
pay arrangements in relation 
to productivity”, declared 
Margaret Thatcher, while her 
chancellor prepared what is 
expected to be the tightest 
budget for years. 


Retail spending in December 
showed a 2.196 rise in real 
terms; the markets were ex- 
pecting 0.596. The pound 
wobbled and mortgage-hold- 
ers groaned as relief from 1596 
base rates looked ever more 
distant. 


Three men were shot and 
killed by undercover soldiers 
while robbing a Belfast betting 
shop, armed with replica guns. 
A Northern Ireland minister 
issued another denial of a 
shoot to kill policy in the 
province. 


Five banks are appealing 
against the high-court decision 
that Hammersmith and Ful- 
ham council's interest-rate 
swaps were illegal. If the deals 
were legal, the council is lia- 
ble; if they were illegal, the 
banks are. The banks stand to 
lose £350m-500m if the ruling 
is upheld. 


Most of the restrictions on the 
working hours of young peo- 
ple in factories, mines and 
quarries were lifted with the 
enforcement of the 1989 Em- 
ployment Act. Across the 
land, statues of Lord Shaftes- 
bury, nineteenth-century pro- 
tector of workmen, trembled. 


Writer-in-hiding Salman 
Rushdie broke his security si- 
lence and talked to a newspa- 
per. Muslim death threats 
have left him shaken but not 
stirred: Mr Rushdie said his 
novel, “The Satanic Verses", 
must be published in paper- 
back whatever the risks. 
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New fashions 


Mrs Thatcher unveiled gov- 
ernment plans to pursue ab- 
sent fathers who fail to pay 
maintenance to the families 
they have deserted. She 
blamed the "swinging sixties” 
for the regrettable trend. 


A plan to replace comprehen- 
sive schools with American- 
style magnet schools was an- 
nounced by Wandsworth 
council in south London. Ex- 
isting schools will not be 
forced to change, but are 
likely to be closed when par- 
ents desert them, predicted 
the council's leader. 





ment could be damaging the 
boss's health. The medical re- 
search council claimed to have 
discovered the latest office 
menace: striped shirts. Some 
patterns can cause headaches, 
migraines and epileptic fits. 
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mw 
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Wide stripes in bold colours 
are especially hazardous. 


Rough justice 


Three senior judges in Scot- 
land have been questioned by 
colleagues over gay sex alle- 
gations. One, Lord Dervaird, 
resigned—not because the sto- 
ries were proven, but to avoid 
embarrassment. 


Fines are to be related more 
closely to people’s incomes, in 
planned Home Office reforms 
to sentencing. A London 
builder was fined 25p for 
smoking on the tube—the of- 
fence that caused the 1987 
Kings Cross fire, which killed 
31 people. 


To police fury, the govern- 
ment decided not to introduce 
random breath tests for driv- 
ers. David Waddington, the 
home secretary, argued that 
the police already have sufh- 
cient powers to deal with 
drunken drivers. 


Ken Livingstone, left-wing 
MP for Brent East, was served 
with a summons for eviction 
for taking part in a squat in a 
London flat. He plans to va- 
cate his sleeping bag for long 
enough to air his grievance 
against a private landlord be- 
fore parliament. 





Prison food is not doingin- — | 
mates any good, said a report _ 
by the London Food Commis- 
sion. It calculates that only 
£6.10 a week is spent on feed- — 
ing each prisoner; most of this — 
goes on stodge: potatoes, 1 
flour, sugar—and porridge. | 


Great and small | 


Motorists on the A303 in 
Hampshire were delayed by 
three-ton Hilda the Hippo, 
who walked from her trailer 
after it crashed en route to 
Windsor Safari Park and a } 
new mate. Hilda was | 
tranquillised, but later died. | 


The nation mourned. 


Just as the government an- | 
nounced it would help any | 
farmers intent on doing away | 
with chemicals and going or- | 
ganic, a foodstuffs producer | 
disclosed that pig-breeders | 
have begun to tickle the pak 
ates of fussy sows with truffle- | 
flavoured food. 


The one-time world welter- 
weight boxing champion, 
Terry Marsh, was arrested and | 
questioned about the shoot- 1 
ing of boxing promoter Frank 
Warren. He denies any Y 
involvement. 












Four years after Chernobyl- _ 
poisoned rain fell on Britain's. 
moors, the agriculture minis- - 
try is still carefully colour«cod-- 
ing sheep according to their 
radioactivity. The latest rules: 
green sheep from restricted ar- — 
eas are now fit for slaughter 
and export; more dodgy ones 
will no longer be marked blue, 

but apricot. of 
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ry Reports, 
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Swept with confused alarms 


Despite the government’s gloom, earnings are still rising surprisingly 


slowly—perhaps use of c 
AY deals hit double figures and the 
lights start flashing, the bells ring and 

the government hoses the place down with 

anti-inflationary rhetoric. But a calmer look 
at the labour market suggests that the fig- 
ures are surprisingly moderate. Britain has 
been getting big reductions in unemploy- 
ment for pretty small increases in wage infla- 


tion. 

Unemployment has halved from a peak 
of 11.296 in 1986 to 5.896 today—the lowest 
rate in any large European country. The ra- 
tio of unemployed to vacancies—eight job 
seekers for every vacancy reported to Job 
Centres, compared with 20 in 1985—sug- 
gests that the labour market is at its tightest 
since 1974. But since 1986 the annual rate of 
growth in earnings is up from 744% to 
91496, while the rate of growth in real earn- 
ings is down sharply, from 4% to 1'/2%—the 
smallest increase since the 1980-81 
recession. 

Why? Economists point to an important 
change in the make-up of unemployment. 
Since 1987 long-term unemployment (peo- 
ple who have been out of a job for more 
than 12 months) has fallen more sharply 
than has short-term unemployment. Three 
years ago 4796 of unemployed men were 
long-term jobless; today 40% are. 

The unfortunates who have been out of 
work for more than a year—so the argument 
goes—are grateful for a job at any price. 
They do not try to bid up employers. So an 
economy can enjoy a sizeable reduction in 
long-term unemployment without a cor- 





es in the 


ur market 


responding boost to wage inflation. This ar- 
gument could also explain the really trouble- 
some bit about British wages—that, even 
when unemployment was soaring in 1981- 
85, they carried on rising much faster than 
those in other countries. The long-term un- 
employed, numerous though they were, did 
not exert any downward pressure on wages. 

[t may also be that the labour market is 
now working more smoothly. When people 
start moving house to look for jobs, and 
when training programmes start to fit 
people for the new job, then un- 
employment may fall at little extra 
cost to the wage bill. More 
people's pay-packets are re- 
lated to sales or profits; so as 
their company's fortunes 
worsen, their real earnings 
rise more slowly than their 
basic pay rates. 


Mr Major's bad dreams 


So does this newly flexible 
labour market mean that the 
chancellor of the exchequer 
can sleep soundly of nights? 
Not entirely; but it is not the 
private sector that should be 
disturbing his dreams. 

The workers at Ford, 
the biggest of the private- 
sector bogeys, are behaving 
like rational Thatcherites. 
There are fat profits on the 
company's plate, and they 
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want a slice. Only workers at the company s. 
Dagenham plant, whose future looks shaky, 
risk much by striking. Li 
The government should not read such 
double-figure demands in big manufactur- 
ing companies as evidence that its anti-infla- 
tionary strategy is not working. So far, man- 
ufacturers have been hit less hard thar 
service companies by the government's a 
tempts to squeeze demand; and among the 
manufacturers those cushioned by health: 
demand overseas are doing better thar 
those that rely on the flat domestic market. 
As demand flattens out further thi 
year—GDP growth will be no more than 1 
142% in 1990—discomfort will spread. Un- 
employment always lags behind output, so it 
may continue to fall for some months; but 
firms in service industries—and not just in 
the City—are already sacking staff. As the 
threat of unemployment sharpens, and as 
price rises moderate, pay demands should 
start to weaken. X 
The bigger bogey, for the gov 
ernment, is the public sex 
tor. Provided sterling doe 
not fall, the economy 
slowdown wi entual 
take the wind out of pr 
vate-sector demands, b 
the government, not any i 
visible hand, is the final a 
biter of public sector p 
Its insistence that there: 
be no pay norms, incom 
policies or other Labou 
tainted nonsense is ther 
fore unconvincing. 
Britain's hybrid system 
of public-sector pay dete 
mination means the job i 
harder than in other cour 
tries (see box on next page) 
Parts of the public sectc 
have their pay d 
by a formula which link 
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rin the state’s pay | 
E: BRITAIN'S method 
a determining pub- 
= HOWOTHERS 'iCsector pay, cen- 
PO 5. tralised but anarchic, 
E is stuck somewhere 






between the American and European 
systems, with the virtues of neither. 
_ That is probably one reason why its 
. public sector seems so strike-prone. 

| ~ Though only 25% of workers are now 
in the public sector, during the 1980s 

they accounted for between 44% and 
. 8876 of the working days lost through 
. strikes each year. 

. Britain uses indexation (as for fire- 
men and the police), independent 
pe Jay-review bodies (doctors and 

nurses) and collective bargaining (for 
th * rest, who have to fight it out). Mrs 
Thatcher has been nibbling at the 
*dges of centralisation; but the public 

_ sector has fought back hard. 
: .. With public services run largely by 
the states, America's decentralised 
system is so diverse that groups of 

] workers do not get hung up on com- 

. parability. Agreements are Sige 
through collective bargaining be- 
pres employers and union or work- 

s’ representatives. When no deal is 
struck, Americans usually rely on “fi- 
al offer” arbitration: the arbitrator 
yas to choose either the employer's 
ik offer or the workers’ last demand. 
Thi s sensible system, which Britain 
shuns, encourages realistic bargain- 

y r g. Strikes are frequent but small. 
. The French, rigidly centralist, 
have a long and detailed pay scale 
which ties together most of the public 
sector. The five trade unions sit down 
with the employers and the whole 
EL. is hitched up by an agreed 
amount. Strikes are rare but big: in 
ate 1988 the government's austerity 
; programme brought a pay squeeze 
which led railwaymen, teachers, gas 
and electricity workers, postmen and 
transport workers out at the same 


The West . Germans minimise 
conflict by depriving their core civil 
servic of the right to strike, The civil 
se have a simple salary struc- 


ture e whose lev levels are set Tru by 
law. Collective bargaining 
hrez spa pap eae Ger. 
man MPs, many of whom are former 
civil servants, tend to be generous. 
While British civil servants have seen 
- their pay drop in relation to the pri- 
vate sector this decade, their German 
‘colleagues have easily kept pace. 
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themselves up alongside their private-sector- 
linked colleagues. 

Therein lies the core of the ambulance 
dispute: firemen's pay is tied to that of the 
top quarter of manual workers; the 
ambulancemen used to be linked to firemen, 
and they want the link restored. The coming 
spring and summer are likely to bring similar 
upsets; they will persist as long as public-sec- 
tor pay is fixed in ways that encourage them. 





Constituency boundaries 
Moving the 
goal posts 


V. is may be a long time in politics, 
but when it comes to rewriting the po- 
litical maps, the years fly by. Conservative 
and Labour officials are already preparing 
their strategies for the constituency bound- 
ary changes of the mid-1990s. 

The three boundary commissions for 
England, Wales and Scotland are due to fin- 
ish their work some time between 1993 and 
1998. Most observers reckon that Labour 
stands to lose between 15 and 30 seats: many 
of the new boundaries will be drawn to re- 
flect the movement of voters from urban ar- 
eas to the verdant shires. 

It is already possible to predict where 
seats will be lost and gained. In Greater Lon- 
don, for instance, the boroughs of Barnet, 
Bexley, Bromley, Croydon, Greenwich, 
Hammersmith and Fulham, Kensington and 
Chelsea, Kingston-upon-Thames, Newham, 
Southwark and Waltham Forest are likely to 
lose an MP apiece. 

Not necessarily a Labour Mr, though: 
among the Tories who could find them- 
selves scrabbling for seats might be Mr Ed- 
ward Heath, Mr Norman Tebbit, Mr Nor- 
man Lamont, now chief secretary to the 
Treasury and Mr Nicholas Scott, the social- 
security minister—even Mrs Thatcher her- 
self, should she still be a candidate in a gen- 
eral election in the later 19905. 

In contrast, reckons Mr Rob Hayward, a 
Conservative backbench mp and self-con- 
fessed boundary expert, new Tory seats are 
certain to be created in the leafier enclaves 


of England, like Bedfordshire, Cheshire, 


. Buckinghamshire, Cambridgeshire, Kent, 


West Sussex and Berkshire. He also thinks, 
like most others, that Labour can expect to 
lose seats in Manchester, Merseyside, Lon- 
don, north and south Yorkshire and the 
West Midlands. 

The new boundaries will not, however, 
depend entirely on population shifts. The 
boundary commissions are expected also to 
take into account criteria such as local-au- 


thority boundaries and the desirability of 
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constituencies encompassing obvious com- 
munities, like county towns. 

All of which gives the rival party bu- 
reaucrats endless opportunities for trying to 
get the "right" results out of around 100 lo- 
cal hearings in disputed areas. The kind of 
thing they will fight about is the so-called 
"Colchester effect". Think of a smallish 
town which is currently divided into two 
constituencies, each comprising some of the 
town centre and a swathe of rural hinter- 
land. It may well be that the Tory country- 
side over-compensates for any Labour bias 
in the town centre, ensuring that both seats 
return Tory MPs. 

But suppose the area is due to get a third 
constituency. If the boundary commission 
creates a third similar seat—a small chunk 
of town, with its skirt of countryside—then, 
hey presto, yet another Tory MP is elected. 
But if the town centre is hived off by itself — 
as a neat "community" seat, encircled b 
two separate rural seats—the result may wel 
be one Labour mp from the town centre and 
two rural Tories. This is not an academic ar- 
gument: Labour dreams of gaining seats this 
way in Colchester, Luton, Oxford, North- 
ampton, Crawley, Redditch, Worcester, Ab- 
erdeen and perhaps Lincoln. 

Such gains, however, are unlikely fully 
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to offset Labour's losses in the big cities anu 
their suburbs. Some Labour Mrs, such as Mr 
Jeff Rooker, argue for proportional repre- 
sentation as the party's only effective re- 
sponse. The official Labour policy review, in 
contrast, favours keeping the first-past-the- 
post system and changing the boundary 
commissioners’ rules after a Labour victory 
at the next election. It promises to eradicate 

"obvious anomalies”, enabling the commis- 
sioners to reach “a more equitable out- 
come". 

Sounds like outrageous gerrymander- 
ing? Everyone is up to it, given half a chance. 
Tories gleefully predicted that last year's law 
enfranchising more than Im overseas Brit- 
ons would disproportionately favour them. 
Some Labour Mrs fear a debate about just 
who should, or should not, be entitled to 
vote. Well they might: they are supported by 
many of the !/m Irish citizens who vote in 
Britain. 





Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 
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The proof of a bank's strength lies in its Through sheer size and strength, Chase is a 

performance Ours in Asia (illustrated by some of major player in the world's financial markets. A 
the transactions we completed last year) emanates Total Capital Base of over USS11 billion and a fully 
from a unique set of capabilities that continue to set integrated global network gives us the kind of 

- Chase apart in the very specialized world of inter- financial muscle and on-the-ground capabilities that 
national corporate finance very few banks are able to rival 

d The Chase Manhattan Corporation 
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hen of course there are the Chase people. 
~ People with the expertise, the product resources and i 
. the industry knowledge that is fundamental to the 
. creation and delivery of effective financial solutions. 
is It's this combination of size, international | | 


broadest range of commercial banking and : 
nvestment banking capabilities that have helped set 
Chase apart from other financial institutions... 
As new needs arise, Chase is providingthe ^... 
new solutions. That's why we expect December 1990 


k, specialized industry knowledge and the to mark the end of another successful year for Chase. 
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Think tanks 


Promising place, Comecon 


Having saturated its home market, Thatcherism is 
looking east. Its new clients may discover that you can 


have too much of a good thing 


OT so long ago it seemed that Britain's 

right-wing think tanks had fallen on 
hard times. Their pet schemes for introduc- 
ing an internal market in the health service 
and privatising the water supply went down 
disastrously with almost three-quarters of 
the electorate. Cheered on by their civil ser- 
vants, ministers joked about razing the 
think tanks to the ground and sowing the 
ashes with lime. Most galling of all, the 
prime minister started to talk about a 
kinder, gentler Thatcherism. All bad news 
. “or the Adam Smith Institute (Asi) the Insti- 
' _ ute of Economic Affairs (IEA), and Mrs 
Thatcher's own favourite, the Centre for 
Policy Studies (cps). 

Then, last October, the Adam Smith In- 
stitute organised a conference on privatisa- 
tion in Warsaw, jointly with the Solidarity- 
led government and partly financed by the 
Foreign Office's £25m “know-how fund". lt 
was attended by a small army of western 
bankers and analysts. The Institute hopes to 
repeat its success in Budapest on January 
22nd and 23rd. 

The iEA for its part now welcomes a 
stream of East European economists and 
politicians, all of whom talk enthusiastically 
about the free market and point excitedly at 





OW much should a millionaire 

snooker-player be fined for head- 
butting a tournament referee? Certainly 
more than the £250 imposed on Mr Alex 
“Hurricane” Higgins, according to’most 
people’s idea of natural justice. British 
courts may take account of poverty to re- 
duce fines, but not of wealth to increase 
them. That may soon change. 

Fining is a complicated business, in- 
fluenced by many factors other than nat- 
ural justice. For poor offenders the eco- 
nomics is relatively straightforward: any 
fine that cannot be afforded is counter- 
productive, especially if it leads to a 
prison sentence, which costs the state 
about £300 a day. A day’s sentence is 
typically imposed for every £10 of de- 
fault—and so wipes out the proceeds of 
30 offenders who pay up. But magistrates 
do not always look closely into the likeli- 
hood of default, and in 1988 nearly 
17,000 defaulters went to prison. 

For richer wrong-doers, an appropri- 
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the pictures of Mr Milton Friedman and Mr 
Friedrich Hayek that decorate the institute's 
walls. Mr Graham Mather, the 1£A’s direc- 
tor, is preparing to lead a delegation to urge 
the prime minister to take a more public 
stance on Eastern Europe. 

Both the IEA and the Asi have a long- 
standing interest in Eastern Europe. In 1983 
the IEA sponsored a cousin-organisation, the 
Centre for Research into Communist Econ- 
omies. The centre is directed by Mr Ljube 


Means-tested justice 


ate fine is even harder to determine. 
With anti-social behaviour like drunk- 
driving or littering, there is little evi- 
dence that people are deterred by fines 
set at socially acceptable levels. But the 
socially acceptable maximum might in- 
crease if fines were pegged more directly 
to income. Most magistrates would love 
to be allowed to slap exemplary penalties 
on rich young hell-raisers. 

The Home Office will shortly publish 
plans for matching fines to people's abil- 
ity to pay. Experimental schemes that re- 
quire magistrates to set each fine as a 
multiple of the offender's weekly dispos- 
able income have reduced defaults by 
about 3096. But without a change in the 
law, courts feel obliged to charge the 
same for everyone. If that restriction 
were lifted, and maximum penalties 
brought in line with recent price rises, a 
head-butt could cost an unemployed 
man £60—but a top snooker player 
£3000. 
































































Circ, a Yugoslav emigré who 
taught economics at Glasgow 

University and is dedicated to 
spreading free-market ideas in the 
communist block. Mr Peter Young 
the Asi's expert on Eastern ope, 


E 


spent time there as a student—he was 


` 








eventually arrested and expelled—and 
claims to have met many of the new leaders 
when they were still persecuted dissidents. 
Oddly, the think tanks closest to the 
prime minister have shown the least inter- 
est. The Centre for Policy Studies (crs) has 
so far produced nothing on the subject—al- 
though Mr John Redwood, a junior minister 
at the Department of Trade and Industry, is 
busy writing a pamphlet for it on 
"Thatcherising" Eastern Europe. The 
prime minister's own policy unit, formerly 
headed by Mr Redwood, has no full-time ad- 
visers on Eastern Europe. Its director, Mr 
Brian Griffiths, is reported to be interestec 
in the subject —indeed he was spotted at last 
year's Conservative party conference dining 
with the Hungarian ambassador—but hi: 
main interests lie in domestic affairs. — — 
Meanwhile, the IEA and the Asi have 
each found their niche. The 1£A's offshoot, 
the Centre for Research into Communis! 
Economies, is concerned with analysi 
rather than evangelism, and pub 
quarterly journal, Communist Economie: 
which boasts articles by Soviet academics a 
well as well-known dissidents. (Mr Circ re 
marks with a smile that his journal will soor 
have to change its name.) K- 
Convinced that privatisation could b 
one of Britain's main exports in the 1990s 
as it was in the 1980s, the As: is interested ir 
the nuts-and-bolts of dismantling the state 
It has circulated to East European leaders: 
do-it-yourself guide to privatisation (includ 
ing chapters by Mr Nigel Lawson, the fo 
mer chancellor, and Mr Chris Patten, th 
present environment secretary), and its lu 
minaries, complaining that they are bored 
with the success of privatisation in Britain 
like to give the impression that they are con- 
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. stantly hopping on flights to Poland and 
Hungary. 

Perhaps they are. Mr Norman Stone, 
. professor of modern history at Oxford and a 
— frequent visitor to Eastern Europe, insists 

that the think tanks are not foisting an alien 
. ideology on the East: on the contrary, de- 
mand for free-market ideas far exceeds sup- 
ply. Ardent admirers of Mrs Thatcher, East 
European intellectuals are hell-bent on dis- 
mantling the command economy and set- 
ting the market free. 

No country, East Europeans aver, is bet- 
ter placed to teach them than Britain. In 
. conversations with East Europeans, parallels 
- between Britain in 1979 and the Eastern Eu- 

rope of 1989 keep cropping up. In 1979, 
they say, Britain was a basket case; now it is 
enviably fit. Desperate to imitate Britain's 
example, the Hungarians have already 
privatised their Tungsram lighting com- 
pany, and the Poles have appointed a minis- 
ter for privatisation, Mr Kristof Lis. 

— Mr David Willetts, director of studies at 
the CPs, points out that East Europeans are 
as fascinated by the politics of Thatcherism 
_as by the economics. They are keen to know 
how Mrs Thatcher combined economic 
restructuring with political popularity: how 
do you close down inefficient industries, 
making swathes of workers redundant, and 





| | Canterbury tales 


FTER years of irritation with the soft- 
' hearted whingeing of the Church of 
- England, Mrs Margaret Thatcher is about 
. to have her revenge. The search is on for 
the next archbishop of Canterbury, and 
she will have the final say. The present 
archbishop, the Most Rev Robert Runcie, 
_ has already been in the job since 1980— 
twice as long as his predecessor, Lord 
n—and has to retire before he 
| turns 70 in October 1991. 
Mrs Thatcher chooses the chairman of 
. the Crown Appointments Commission, 
= which has the job of sending her the 
names of two candidates. If she does not 
- like either, she can ask for two more. In 
. the past she has meddled little in episco- 
pal appointments. Only a saint would re- 
| sist the temptation this time. 
| She may not have to wait long to be 
| tempted. Mr Runcie may choose to go 
. early—perhaps by October this year—to 
give the next general synod a chance to 
start with a new archbishop. The synod, 
| thechurch's parliament, will be elected in 
} September and meets in November. 
= The next synod will have to prepare 
the legislation to allow women to be or- 
 dained as priests, as the last synod de- 
| cided. That will be tricky. Some priests, 
. and perhaps bishops, may split off to join 














































still win three general elections? 

At home, the crisis of communism has 
given young Thatcherites a new lease of life. 
Mr Graham Mather explains why: the new 
right now has a once-in-a-lifetime opportu- 
nity to Thatcherise foreign policy. 


Now to ditch the diplomats 


For most of the past decade foreign policy 
has been in the hands of people—many of 
them old Etonians—who are more inter- 
ested in the niceties of diplomacy than the 
rigours of the market. Aware that the old 
right scuppered itself on foreign policy, the 
new right has hesitated to colonise the area. 
No longer. Mr Mather loudly laments that 
the Foreign Office is in the hands of Mr 


other churches or form one of their own. 
The most immediate task for a new man 
would be to keep defections low. 

Who is best for the job? The evangeli- 
cals are the growing wing of the church, 
dominating entry to theological colleges. 
Their most senior figure is the bishop of 
Liverpool, the Right Rev David 
Sheppard, still best known to the hea- 
then as a cricketer. He is nice, and good at 
his pastoral duties, but not one of Mrs 








Mr Runcie holds his head up high 










Douglas Hurd (an old Etonian like his ju- 
nior minister, Mr William Waldegrave) 
rather than Lord Young. 

Two issues are central to the agenda of 
Mr Mather and his friends. They hope that 
Mrs Thatcher will play the East European 
card against Mr Jacques Delors. In order to 
come to terms with events in the East, they 
argue, the EC should create a free-market Eu- 
rope, stretching to the Soviet border, rather 
than a tightly integrated and politically 
centralised West European super-state. And 
they hope that, by exporting Thatcherism 
to the East, Britain will be able to counter 
the spread of West German influence. 

The newly liberated East Europeans 
may soon discover that you can have too 
much of a good thing. The best hotels in 
Warsaw, Prague and Budapest bulge with 
western bankers, lawyers, strategy consul- 
tants, and eccentric intellectuals with bees 
in their bonnets. American free-marketee 
rub shoulders with English high-Tories suc.. 
as Mr Roger Scruton. Worryingly, many of 
these visitors bear a striking resemblance to 
western-style Marxists: they may wear bow 
ties rather than beards, pin-stripes rather 
than dungarees, but they thrive on sectarian 
politics, small-circulation newspapers and 
exaggerated argument. 








Thatcher's "us"; he is unlikely to get the 
job. Nor is the most senior non-evangeli- 
cal, the archbishop of York, the Most Rev 
John Habgood. He is thought too old (at 
62) and too donnish. 

A better bet is the good-looking 
bishop of Oxford, the Right Rev Richard 
Harries. A former professional soldier, 
he is a good theologian and broadcaster. 
He manages to hold the right views— 
against apartheid, in favour of the bomb 
and the ordination of women— but all in 
diplomatic moderation. 

Mrs Thatcher is a Methodist by up- 
bringing; Professor Brian Griffiths, head 
of her policy unit, is a Methodist lay 
preacher. She may be keen on an Angli- 
can from outside England's church poli- 
tics. One such would be the Rt Rev Rich- 
ard Holloway, the bishop of Edinburgh. 
At 56 he is the right age, an able theolo- 
gian and author of lots of books; but he is 
outspoken on nearly everything, which 
means he often rubs people up the wrong 
way. 

The most discussed outsider is the 
archbishop of Armagh, the Most Rev 
Robert Eames, influential at the time of 
the Lambeth Conference and important 
since then in helping to make the women- 
priests issue less divisive. But an Ulster 
Protestant in Lambeth Palace? Perhaps 
even an Oxford man would be more 
restful. 
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biggest construction projects. 
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This new report contains a broad analysis of the: | of 


effects of the Tunnel on the ferries, the © 
regions, industrial location and the impact 
on the wider European transport network. 


It brings together the diverse and complex 
features of this major project, and presents an 
independent and far reaching assessment which 
| isimportant for all involved in transport and 
trade between the UK and continental Europe. 
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Bloody politics 


E MAY be Northern Ireland secre- 
tary, but Peter Brooke still has time 
to read history books. As the old saw says, 
Irish history is for Englishmen to remem- 
ber and lrishmen to forget. And like all 
his decent-minded predecessors Mr 
Brooke dreams of initiating some break- 
through in the blood-soaked province. 
Yet what happens? He finds himself 


standing at the parliamentary despatch 


box, just like all the others, answering 
questions about a gruesome shooting on 
the streets of west Belfast. 

The cycle of raised hopes, dashed 
hopes and a relapse into cynical defeatism 
is well understood in Northern Irish poli- 
tics. If another switch in mood now 
threatens, the army shootings on January 
13th may be less to blame than a gathering 
conviction that Mr Brooke’s readiness to 
explore devolution is unmatched by any 
enthusiasm among local politicians. 

If Mr Brooke does find himself boxed 
in by unionist and nationalist intransi- 


. gence, must he become another stagnant, 
silent viceroy in Stormont castle, con- 


demned to mouth truisms about the evil 
of terrorism? Not necessarily. 


Being hyped by rash optimists on the 


|| one hand and denounced by mainland 


armchair-loyalists on the other is the price 
to be paid is any secretary of state who 


| suggests that changes could be made for 
|| the better. Sure enough, the cautious 


shuttle-diplomacy undertaken by the 
Northern Ireland Office since last sum- 
mer in an attempt to get new talks started 
on some form of assembly for the prov- 


ince has, from the start, been hyped and 


_ denounced in about equal measure. 


Mr Brooke's earlier remarks about the 


| difficulty of defeating the RA militarily, 
— the possibility of talking to Sinn Fein if it 


renounced violence and the parallel be- 
tween Cyprus and Northern Ireland all 
had a solid kernel of truth. To utter them 


. was, in the looking-glass world he inhab- 
. its, unwise. He was duly derided as “bab- 
— bling Brooke". But he should not deduce 
|| from all this that Trappist immobilism is 


his only option. 
Although there is no more prospect 


. than ever of a sudden and dramatic break- 


through, there are signs of movement in 


. the province. Unionist loathing of the 


. Anglo-lrish agreement has waned, though 


|| they used to be in having some proper 


ae | 


| deep suspicion remains. Younger mem- 


bers of Mr lan Paisley's Democratic 
Unionist party, like Mr Peter Robinson, 
Mr Sam (“Red Sammy’’) Wilson and Mr 
Nigel Dodds, are more interested than 


70 


i UN x a ee 





politics of their own in Northern Ireland. 
They, at least, might be ready to talk—if 
Mr Brooke can find them someone from 
the other side to talk to, preferably Mr 
John Hume of the nationalist SDLP. 
Among the dour ranks of the Official 
Unionists, Mr Jim Molyneaux is 69 and 
has been leader of the party since 1979. 
Mr Ken Maginnis, though politically er- 
ratic, now stresses his membership of the 
“power-sharing” Dungannon district 





Mr Brooke: nudging on every door 


council. Mr John Taylor, who might one 
day succeed Mr Molyneaux but who is just 
as erratic as Mr Maginnis, is at least mak- 
ing moderate, placatory noises. 

Mr Molyneaux himself was recently 
challenged at a private party meeting 
about the possibility of talks. He banged 
the table, referred to accusations that he 
suffered from a bunker mentality and 
shouted, “I have saved this party!" The 
fact of the challenge was more interesting 
than the old man’s predictable response. 

In Dublin the idea of a dramatic move 
towards a unitary state of Ireland has been 
quietly abandoned in favour of new mod- 
els, intended to be less threatening to the 
northern Protestants: shared sovereignty, 
or a gradual blurring of borders inside a 
new European federal community. And 
Dublin politicians, at least, appreciate Mr 
Brooke’s sensitivity to the complexities of 
the island and his willingness to listen. 


No room for half-measures 

So, for those who want to find glimmers 
of hope, they are there, if only tiny pin- 
pricks of light in the darkness. The “com- 
mon recognition that there is a need for 
powers to be devolved’, which Mr 


Brooke referred to in his Bangor speech 
on January 9th, may not be as widespread 
as he would like—but it is not a private 
fantasy either. If he is serious about get- 
ting the two sides talking together, he is 
taking a gamble; but it is an honourable 
and not entirely senseless one. 

If he is serious. Nothing could be more 
dangerous for the politicians in Northern 
Ireland who might be prepared to talk— 
above all, Mr Robinson and Mr Hume— 
than a half-hearted, tentative semi-initia- 
tive from a mainland politician intent 
only on salving his conscience. If Mr 
Brooke really means it, he deserves sup- 
port. If he does not, then he could do 
much harm and little good. 

If Mr Robinson and his Belfast faction 
of the DUP are encouraged to grow op- 
timistic about the prospect of talks, and 
then left high and dry by an uncertain Mr 
Brooke, their political embarrassment will 
be acute. The dominance of the reaction- 
ary, rural, religious Paisley faction in the 
party will be reinforced—and then what? 

Mr Paisley remains a formidable obsta- 
cle to any real progress: semi-submerged 
in retirement and growing even larger 
from a passion for Kentucky Fried 
Chicken, he is nonetheless still the Big 
Man with a loud voice when angered. 
There is a macabre joke inside the North- 
ern Ireland Office that one day countless 
cartons of fried chicken will take their toll 
and remove him from the scene. But it 
hardly adds up to a political strategy. 

Mr Brooke should look back to the 
streets to remind himself of the dangers of 

bling an initiative. There is a mood of 
profound cynicism in Belfast about the 
chances of ever discovering the truth 
about the shooting by the army of three 
opcs (local slang for “ordinary, decent 
criminals"—as distinct from terrorists). 
Wild rumours abound, even to the point 
of suggesting that the whole thing was an 
IRA set-up, intended simultaneously to get 
rid of three troublesome criminals and 
embarrass the security forces. Another 
version, inevitably, turns this conspiracy 
on its head and claims the incident was set 
up by the army. After years of gun-law, 
this kind of byzantine analysis is common 
currency. 

It provides a metaphor for the dangers 
of Mr Brooke's position. If nationalist 
cynicism about the British army comes to 
be matched by equally strong cynicism 
among working politicians about the lat- 
est Northern Ireland secretary, then Mr 
Brooke will have contributed to the prob- 
lem, rather than helped solve it. If he is 
prepared to nudge the parties into talking, 
he must be prepared, at some stage, to 
shove them, too. 
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BUSINESS THIS WEEK 


All fall down 


A shower of pink slips rained 
on world financial markets. 
Merrill Lynch will lay off 
3,000 (nearly 1096) of its 
workers. Belgium's Générale 
de Banque will lay off up to 
4,000. Citicorp is closing its 
London equities business, 
Citicorp Scrimgeour Vickers, 
with the loss of 140 jobs. And 
County NatWest is shedding 
19. There is too little business 
for too many firms. 





The two biggest department- 
store groups purchased by 

's Campeau—Ameri- 
ca's Federated Department 
Stores, owners of 
Bloomingdale's, and Allied 
Stores—have been forced into 
Chapter 11 bankruptcy. 


Citicorp added $1 billion to 
its reserves against potentially 
bad third-world debt. That 
brings total reserves to 38% of 
its $8.6 billion in such me- 
dium- and long-term debt— 
which suggests it is more op- 
timistic than are most banks. 


Two subsidiaries of Bank of 
Credit and Commerce In- 
ternational (Bcc!) pleaded 
guilty to laundering $32m in 
drug money. In return for re- 
duced criminal charges, the 
bank agreed to forfeit $14m 
and to spill the beans on co- 
caine dealers. BcCi's Panama 
branch manager claims to 
have been ex-General 
Noriega’s personal banker. 


New prescriptions 
America’s Food and Drug Ad- 


ministration urged doctors to 
halve the recommended dos- 
age of the anti-AIDS drug 
Retrovir (also known as AZT). 
Britain’s Wellcome, maker of 
the drug, had already come 


under criticism for Retrovir's 


high price. 
Rorer, maker of Maalox, the 


world's best-selling tummy- 
soother, said it was negotiat- 
ing a deal to sell a majority 
stake to a mystery bidder— 
whom most observers reckon 
to be one of the Swiss drug 
giants, Hoffmann-La Roche, 
Ciba-Geigy or Sandoz. Rorer's 
management thinks medium- 
sized drug firms are an endan- 
gered species, which must 
either get big or go bust. 





Maalox consumption soared 
at AT&T. Bugs in newly in- 
stalled software snarled its 
telephone network for several 
hours on Monday, January 


15th. About half of all long- 


distance calls went wrong. 


Trustbusted 


The European Commission 
launched an investigation of 
Air France's deal to take a ma- 
jority stake in UTA, France's 
biggest private airline, which 
will also gain it control of Air 
Inter. The commission worries 
that the consolidation of Eu- 
rope's airlines may eventually 
prove as nasty for the con- 
sumer as the cartels which it 
has so far failed to bust. 
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In Britain, the Monopolies 
and Mergers Commission will 
study a bid from Kingfisher, 
rejuvenator of Woolworth's 
stores and doyen of DIY, for 
Dixons, an electrical retailer. 
The deal, which would give 
Kingfisher more than 2596 of 
Britain's electricals market, 


goes on hold until April 30th. 


Sweden bowed to interna- 
tional pressure and agreed to 
let foreigners own its banks 


and stockbrokers. 


Down memory lane 





us Memories, a proposed con- 
sortium of American com- 
puter- and chip-makers which 
hoped to challenge Japan’s 
dominant share of world 
memory-chip markets, died 
for lack of interest. Memory- 
chip prices are falling, and, as 
much as high-tech executives 
talk about the virtues of co-op- 
eration—particularly the tax- 
payer-sponsored kind—they 
do not seem to be willing to 
risk their own money on it. 


An American chipmaker, 
Intel, which several years ago 
abandoned the memory-chip 
business to concentrate on 
more sophisticated products, 
reported fourth-querter net 
profits up 4396 on the same 
period a year earlier, at 
$123m. That was not enough 
to escape a 14% decline in 
profits for the year as a whole. 


IBM reported 1989 sales up 
5% to $63 billion. But, after a 
$2.4 billion extraordinary 
restructuring charge, net prof- 







its fell to $3.8 billion from 
$5.8 billion in 1988. Chair- 
man John Akers remains op- 
timistic. 


East meets west 


America’s General Motors 
will invest $100m in a joint 
venture with Hungary's Raba, — 
a state-owned producer of lor- 
ries and tractors. GM will own 
a majority share and appoint 
the management. Meanwhile, . 
Fiat signed a preliminary joint- 
venture agreement with Rus- 
sia. Renault started talks with — 
the Czechs. . 


Czechoslovakia asked to join — 

the OECD. Ithassome hard — | 
currency, but badly needs ex- | 
pert economic advice. | 


Sold 


Nippon Seiko bought 

United Precision Industries, 
Britain's biggest maker of 
bearings, for £145m ($240m). — 
The deal is Japan’s biggest ac- | 
quisition to date in Britain, — | 
and one of its biggest so farin | 
Europe. "b 


TNT, the international trans- - 
port group, took a 5096 stake 1 
in Rupert Murdoch's book- 
publishing company, Harper 
and Collins. 


Downhill run 
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French ski instructors sued — — 
their British counterparts in 
the Alps for “disloyal compe- 
tition". Snow and pupils are 
scarce this year. The British 
lack French certification and 
work for less money. The 
French want them to stop. 
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Policing Europe s single market 


BRUSSELS 


Footürseging national governments threaten to halt progress towards a 


barrier- 


single European market. Further 


rogress will depend on 


whether European businesses loudly demand their rights 


ROJECT 1992 is entering its second 

phase. This year the European Commis- 
sion will begin to shift its attention from 
writing scores of new pan-European laws to 
playing policeman and making sure that Eu- 
ropean Community (EC) member-states ac- 

ially implement the measures agreed. 

After a slow start, the EC has steadily 
passed many of the main elements in the 
1992 programme, especially those that affect 
industry and commerce. Striking achieve- 
ments in 1989 include a new European sys- 
tem of merger regulation, the elimination of 
barriers to cross-border life assurance sales, 
the deregulation of road haulage, and a plan 
to liberalise the airline market. Directives 
abolishing border controls and harmonising 
indirect taxes have yet to be passed. But of 
the 279 measures originally outlined in the 
single-market plan, 152 have already been 
adopted by the EC's council of ministers, the 
Community's forum of national politicians. 

Unfortunately, when those same politi- 
cians return home they are far less keen on 
making sure that their governments actually 
live up to their EC commitments, either by 
. rewriting national laws or changing adminis- 
trative rules. Member states are normally al- 
lowed 18 months to do this and by now 
should have implemented 88 measures. But 
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only 14 of the 88 have been implemented by 
all 12 states, and 55 measures have been im- 
plemented by only eight states. Italy, the 
worst offender, has implemented just 35. 
Unless the commission, or irate European 
businesses, can bully or cajole governments 
into acting, the economic benefits promised 
by a single European market may remain in 
dreamland. 

Even when member states do introduce 
the right laws and procedures, they often ig- 
nore them. Governments are especially 
canny at finding spurious excuses for ex- 
cluding imports from a fellow member, even 
though a basic principle of the single-market 
programme is home-country regulation, 
which requires that imports be allowed as 
long as they meet the safety and health stan- 
dards of the exporting, not the importing, 
country. Thus Belgian beer exporters rightly 
complained in 1988 to the commission that 
Spain banned some bottled beers on the 
spurious grounds that their sediments repre- 
sented a threat to Spaniards' health. 

The commission examined 1,391 such 
complaints last year, mostly from small and 
medium-sized companies. The bulk of these 
were solved easily after talks between the 
commission and the offending government. 
But on 146 occasions the commission 


opened "infringement proceedings" and 
sent a formal notice to the government con- 
cerned. That was enough to persuade Spain 
to let in Belgium's cloudy beer. In 45 cases 
the commission resorted to the next step of - 
delivering a “reasoned opinion.” Six times | 
it took the final step of referral to the Euro- 
pean Court. m 

Businesses are generally happy with 
commission's thoroughness in pursuing 
their complaints. But they worry A 
speed: two years may elapse between the 
lodging of a complaint and the opening of a 
court case. Part of the problem is that most 
of the officials concerned with the single 
market have devoted most of their energy to 
writing new laws, rather than following 
them up. 

Now that the bulk of the 1992 legisla- 
tion has been drafted, officials will have to 
learn new skills. The commission is debating 
how best to shift staff into enforcement, 
where only 15 people work full-time on in- 
fringements. Ideally, the commission should 
snoop around and initiate its own investiga- 
tions, not simply react to complaints. But 
few member governments are likely to agree 
to pay for the extra staff required. 

The commission has taken on a new 
role in ensuring that new national laws do 
not conflict directly with the goal of the sin- 
gle market. Governments are now obliged to 
send all new legislation affecting trade or 
technical standards to the commission for 
vetting, and must allow the commission anc 
the other 11 EC members three months to 
examine the proposed law. Over the past 
two years the commission has examined 935. 
such pieces of legislation. For example, West 
Germany objected to a French law that reg 1- 
lated the size of caravan windows; this 
would have kept West German caravans out 
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of the French market. France agreed to 
amend the law rather than face infringe- 
ment proceedings in Brussels. 
_ The commission calculates that ineff- 
ciency and ignorance, rather than overt ob- 
struction, account for much of the foot- 
ing on implementation. So rather than 
wait until the 18month deadline expires 
and then complain, it now advises govern- 
ments directly on how to write enabling leg- 
- islation. But it has also resorted to the effec- 
tive use of peer pressure and bad publicity. 
- Last September the commission published 
the first of a series of six-monthly reports on 
implementation, highlighting the black 
- sheep. This bad publicity, together with the 
new hand-holding, has already increased the 
implementation rates of the most slovenly 
national governments. 
If a government continues to dodge an 
EC law, it will eventually end up in the Euro- 
pean Court in Luxembourg. But one prob- 
lem for the commission, or any company 
that turns to the court, is that a case can take 


18-36 months to be decided. Another is that 


Eu pean airlines 
Holding hands 


[HE more that Eurocrats try to inject 
A competition into Europe's rigid airline 
industry, the faster European airlines out- 
manoeuvre them with link-ups and take- 
overs. That is why state-owned Air France 
bought a majority stake in UTA, its privately 
owned French competitor, on January 12th. 
The deal gives Air France control of 
"rance's big domestic airline, Air [nter. It 
vill make Air France the biggest airline in 
Western Europe—well ahead of British Air- 
ways—and give it a stranglehold on some 
90% of scheduled French flights. 

. Sir Leon Brittan, the EC's competition 
commissioner, has launched an inquiry into 
he takeover. He can hardly fail to find 
something wrong, but it is uncertain how 
much he can do about it. In 1987 British 
Airways took over its only serious local rival, 
British Caledonian. The commission or- 
dered it to give up a few routes to other Brit- 
sh airlines so as to reduce BA's grip on two- 
thirds of Britain's scheduled market. 

— Since then more deals have been struck, 
as two powerful groups of airlines try to 
carve up Europe's skies. Holland's KLM has 
teamed up with BA to acquire a 2096 stake 
each in the Belgian carrier Sabena. West 
y s Lufthansa has signed a "co-oper- 
ion” agreement with Air France, which 
may be extended to the Spanish airline Ibe- 
ria. The EC is already investigating. 
Before Air France gained control of 
UTA, the commission had been looking into 
complaints from UTA that it was being pre- 
vented by the French government from ex- 
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countries can cock a snoot at the court. At 


the end of last year Italy had failed to carry 
out 23 court rulings, Belgium 12, Greece 
eight and West Germany five. Unfortu- 
nately there is not much the EC can do about 
member governments that ignore the 
court's decisions, except to make clear what 
bounders they are. 

One little-noticed ruling by the court in 
June 1989 may, however, put a powerful tool 
in the hands of companies trying to pry 
open national markets. An Italian contract- 
ing firm, the Brothers Costanza, had com- 
plained that the commune of Milan ex- 
cluded it from a contract by failing to follow 
EC rules on public procurement. The Euro- 
pean court rejected Milan's defence, which 
was that Italy had not yet written laws to im- 
plement the relevant EC rules. The judges in 
Luxembourg laid down the general princi- 
ple that a government cannot deny a com- 
pany its rights under EC rules whether or not 
relevant national laws exist, setting a 
precedent they clearly hope national courts 
will use in ruling on similar cases. 
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panding internationally. There was not 
much doubt of that. France's transport min- 
ister, Mr Michel Delebarre, has discouraged 
competition between France's airlines on 
the theory that only a united French indus- 
try will thrive in a competitive European 
market. He must be delighted that 
Chargeurs, a French transport group which 
owned 8296 of urA, has decided to sell 
54.6% of the airline to Air France for FFr3.8 
billion ($660m). The deal also gave Air 

rance effective control of Air Inter, in 
which both Air France and urA hold stakes 
of just over 35%. 

UTA was hoping to increase its existing 
fleet of 19 jets to 43 by 1994, by which time 
the EC's second phase of freeing European 
aviation should be well under way. The Ec's 
plans fall short of the radical "open skies” 
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To prod companies into pursuing their 
rights, the commission has started to pub- 
lish reports which outline for specific indus- 
tries the relevant EC treaties, court rulings 
and laws. Last October it produced what of- 
ficials term “a bill of rights" for the food in- 
dustry. This included case histories such as 
Belgium's unsuccessful attempt to exclude 
Dutch butter that did not come in a speci- 
fied brick-shape. A document on industrial 
products will appear shortly. 

Armed with such information, busi- 
nesses may become more confident about 
taking a complaint straight to a national 
court rather than to the commission. At the 
moment few pursue this course because it 
costs more (the commission's efforts are 
free) and the results are less certain. Na- 
tional judges usually refer a case to the Euro- 
pean Court on the grounds that it is not 
their job to determine Ec law. But as Euro- 
pean case law grows, lawyers and officials i 
Brussels predict that national judges will be 
come more confident in handing down 
Euro-rulings themselves. 





P "1: 
"LX 
t atit he un. Ld 


policy adopted in America in 1978, but they 
would still give European airlines unprece- 
dented freedom to fly wherever and when- 
ever they wanted and to set their own fares 
without government interference. The big- 
gest beneficiaries of liberalisation are sup- 
posed to be independent airlines such as 
UTA, which would at last be free to compete 
against Europe's big national flag carriers. 
Unfortunately, there may not be many small 
airlines left to do that. 

Even tiny European airlines are now 
coming under the control of the majors. 
KLM has been building stakes in smaller 
Dutch carriers. Air France also owns part of 
TAT, France's biggest regional airline. If any 
independent airlines survive, they may not 
obtain enough take-off and landing slots to 
compete because many of Europe's con- 


JANUARY 20 1990 — 
e e AAA qt xai arena 









| e Royal pank. 
AÑ | f Scotland - 
: Clearing ba banking and finaticlal s 


“Soo from over 870 branches the ugh as 
the UR and oversee "SE 


















CITIZENS F 





“HOUSE: 


E E ‘jnvestment US regional: 
bici based 









] ect. RoyS cot E. Finance G roug J 










7 ‘Meréhant: banking, Leasing, factoring, instalment finance, Insurarite ui nderwri 
C7. c development. capital, oF hire purchase, contract hire covering motor ho 
—. &tockbroki ngand securiti is and tr ravi. : - amd credit Pnsurare 





















executive team to o marie thatc ay etas to mest the e challenges a arid to seize the 
opportunities. The Royal Bank of Scotland Group looks fon vard, as an independent 
Group, through strong. leadership, to developing its relati onshi ips with customers, 
meeting the aspirations o of staff and enhancing shareholder valu ie : 


Sir Michael Herries, Chairman speaking at the AGM of The Royal Bank of Scotland Group 
in Edinburgh on Thursday 1i Jahuoty 1990. 
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the most pre ongedp riod of d weather for over 50 years” 
our mix of i inter- connected water resources stood us in good stead during 
1989. The rate of replenishment of our resources at this stage is 
reassuring, 

. The Directors are enthusiastic about the fature: The Company has 
strong financial resources, proven operational expertiscand excellent 
managementexperience. We see 1990 as an opportunity to seize the 
challenge of our new status as a major quoted Plc. | 
: bs 2 | J. G. Bellak 

at current rices is S baer but the io uci nid os ! Chairman. 
gthe programme and the steps being taken to provide | 15 January 1990 ` 
al financial and engineering resources will enable us to meet that | "A 
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SFOR THE SIX MONTHS ENDED 
- MB ER 1 989. 2 : s l 1. BASIS OF PREPARATION 


The interim accounts, which: are. E for the six months ended 30 September 1 989 for 
: Severn Trent Plc have bcen prepared onthe basis of the accounting potici iesset outin the: 
Six months ended prospectus dated 22 November 1989 containing Listing Particulars of Severn Trent Plc and are 
30 Sept ember 1 989 consistent with the accounting policies adopted for the year ended 31 March 1989, 
Results for the six months ended 30 September 1988 have not been presented. The Directors 











( unaudited ) believe that comparison with thisprior period would not be meaningful in view of changes during 
&m the current year in capital structure and regulation and in the level of infrastructure renewals 
expenditure and other costs associated with the Company’ s new status asa Ple. 
NOTES The financial information contained in this interim statement docs not amount to full 
accounts within the meaning of Section 254 of the Companies Act 1985. 
274.2 2. PROFORMA EARNINGS 

Proforma profit on ordinary activities after taxation &110.2 million 
922 Proforma carnings per Ordinary Share 31.2pence 


. Proforma earnings per Ordinary. Share has. been calculated by dividing proforma profit on ordinary 
activities after taxation by the 353.6 million Ordinary Shares in issue since 20 November 1989. 
Proforma profit on ordi ary activities after taxation has been calculated by making an adjustment 
1.4 to interest of £65.0 million on a basis as if the new capital structure had been in place since 
i April 1989 and by inc iudingt thc Los e taxation charge of £10.1 million ( note 4). 
Į ar is ot been presented; the number of shares in issue 
during the six months ended 30 pte mber. 1989 and the actual profits for that period are not 
considered to be representative of the Company's position following implementation of the new 








on ordinary activities | capital structure. 
| and after taxation 4 55.3 
3. EXTRAORDINARY ITEMS 
Extraordinary items comprise privatisation and restructuring Costs. 
aordinary items p. oF d 3 v C (5.2) 
4. TAXATION 
Prior to vesting in September 1989, Severn T rent W ater Authority was exempt from UK income, 
corporation and capital gains: tax on all income and chargeable gains, Until such time as a liability 
nee I a g : E to mainstream corporation tax or deferred tax arises, it is expected that the only tax charge to the 
attributableto | ee Mp Pal ee 
| profit and loss account will be the write off ofirrecoverable advance corporation tax. 
50.1 in computing proforma carnings, the proforma taxation charge has been derived by applying 





the estimated effective rate of tax asa proportion of profits for the year ending 31 March 1990 
t based onthe proforma forecast contained in the prospectus )to the interim results. 
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est friends are deficits 


America's twin deficits M so far failed to trigger the long-predicted 
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| 
ER economic nro 


lunge; om would orce the Fed to 
American interest rates sharply and 






u y d Yet E 
Inomy still seems to be ticking 
| y. Many once-anxious econo- 
|  mists have gone quiet. 
| .. One reason is that both the budget 
deficit and the current-account deficit 
have shrunk in relation to GNP. America’s 
total budget deficit has fallen from 342% 
| of GNP in 1986 to about 142% in 1989. 
| The current-account balance is equal to 
the gap between savings and investment. 





So, other things being equal, a smaller 
budget deficit (ie, less government dis-sav- 
ing) will cut the external deficit. Ameri- 
| cas current-account deficit has indeed 
fallen, to about 21/296 of onr last year. Can 
America get by with this slimmer external 
deficit indefinitely? 
Nightmares about investors losing 
their appetites for dollars and starting a 
financial trauma are now out of fashion. 


Many economists argue that the increas- 


ing integration of world capital markets 
| makes it easier to sustain bigger current- 
- 7 account imbalances. In fact, the disman- 
qo ding of capital controls in the past decade 
~~ is at least partly responsible for the bigger 
imbalances: the ratio of the absolute sum 
= (ignoring whether the balance was a sur- 
i 





plus or a deficit) of T oci eri bal- 









larger in the 
id 1970s. If cap- 
ital ) hen America, 
“one way or another, wi uld have seen its 
| external deficit squeezed sooner. 

Last year the IMF started to sound 
slightly less anxious about external imbal- 
ances. An unpublished paper* on finan- 
i cial integration helps to explain why.. 

_ «First, it says, take the case of com- 
| “pletely immobile capital, in which coun- 
| tries cannot borrow from abroad. This 

means that an external deficit can last 

only as long as the country's reserves; 
! once they have gone, any deficit must be 
_ eliminated immediately. 





tip rhe world i into recession. Ametica. s 





noes this mean that they do not matter? 


turn, depends upon whether its borrow- 
ing is for investment, which generates big- 
ger incomes to repay the debt, or to fi- 
nance consumption, which does not. 


in big industrial countries 
. as % of GNP 


B Current-account balance | 


as % of GNP 


If international capital is fully mobile, 
then, by definition, countries can borrow 
far more without fear of driving up the in- 
terest rate they have to pay. Sustainability 
then boils down to the solvency of private 


and public borrowers, not the avalavinty . 


of foreign exchange. 


The implication is that if capital i is be- 


coming more mobile, current-account def- 
icits are less of a worry than they used to 
be—Aat least as far as the interest-rate pen- 
alty is concerned. Question: precisely how 
mobile is capital these days? One way to 
measure mobility is to note that, if there 
were no barriers at all to capital flows, in- 
terest rates in different countries (adjusted 
for expected exchange-rate changes) 


memento gigs, 


*Saving, Investment, Financial Integration and the 
Balance of Payments, M. Artis and T. Bayoumi. **In- 
ternational “Imbalances”: the Role of Exchange 
Rates, |. Makin. Amex Bank Review paper no. 17. 
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. depend upon world interest rates and dc 


If capital is somewhat mobile, a coun. : 
try can borrow from abroad, but the more _ 

it borrows the more it will have to pay. Ifit — 
borrows too much, its interest costs may - 
rise suddenly.. Sustainability depends .. 
upon whether the country’s accumulating © 

foreign borrowings look likely to spark ae 
this sharp rise in interest rates. This, in 


As it happens, savings and investmen 


weakened only a little in the 1980s. 


. bility is mote apparent than real. Govern 
< ments sometimes change their economi 











































measure capital mobility by examining in 
terest-rate differentials. The IMF study dic 
so and concluded that low-risk short-term 
assets are today almost perfectly mobil 
between the big economies. | 
Yet this is at odds with another pie 
of evidence. If capital is fully mobile, 
vestment in an individual country shoi 


mestic investment opportunities—an 
not on the amount of domestic saving 


closely correlated: high-saving countrie 
are high-investing countries. This link | 


This suggests that capital mobility 
still limited. If so, exchange-rate risk prok 
ably goes a long way to account for thi 
fact. But some of this alleged lack of mc 


policies to influence their current-accot 
balances. A big external deficit (wh 
means that investment exceeds savit 
might prompt tighter fiscal policy (whic 
increases savings); a surplus (savings e 
ceeding investment) might cause a looser 
ing of policy (less savings). If so, capit: 
might be highly mobile after all, and cur- 
rent-account deficits less of a worry than - 
they otherwise would be. E 
In a recent paper** Mr John Makin of 
the American Enterprise Institute wei 
further. He objected to the word “imba 
ance". He reckons that America’s defic 
is sustainable indefinitely at around $10 
billion, partly because of increased c ipit 
mobility, but also because the savings 
other industrial countries are growing 
faster than America's, which generates. 
big extra demand for dollar ab M 
Even if America’s external deficit E 
easier to finance than it used to b 
sustainability does not mean desirability 
If America's current-account di 
flected a boom in investment tl 
more comfortably be regarded as a go 
thing. But it does not. Net fixed inv 
ment in America has fallen from 8% 
GNP in the 1970s to 5% in the 1980s 
might have fallen by even more if Ame 
had not been able to borrow heavily fr 
abroad. By absorbing such a big chunk 
the world’s scarce savings, America 
pushing up real interest rates, and theri 
discouraging investment elsewhere as 
as inflating third-world debtors’ inte 
bills. It is hurting itself too. America’s lo 
investment and lower savings are putting 
its future living standards at risk. | 
For its own sake and everybody else 
America should therefore save more. 
ther private savings must rise or the go" 
ernment must run a budget surplus. Th 
diagnosis may be changing but the pre 
scription still seems right. Tu 


marmair eene n t e naaa EE eee reece ee EIE ELTERN CI eee GRUT ET naranai reee reee re a a A aa aa arana kiaat ORITUR IRI at iira h ryrie aane einar a VA a aa FLUG RIAM PS 





le | - 


BUSINESS 





gested airports are already dominated by 
one big airline. 

In America the dash to over-concentra- 
tion in airlines happened after, not before, 
deregulation. After a spate of mergers which 
left the eight biggest American carriers with 
90% of the domestic market, some congress- 
men are now calling for reregulation, claim- 
ing it could break the oligopoly and improve 
the poor service given by the big airlines. 

A better way would be to ensure genu- 
ine competition by allowing foreign airlines 
to operate domestic flights. Instead of just 
tlying between American and European air- 
ports, American and European airlines 
should be free to fly within Europe and 
America as well. For more than four de- 
cades, countries have jealously retained sov- 
ereignty over internal flights, with America 
being as sticky as most. If Europe succeeds in 
creating an internal market as big as Ameri- 
ca's, for the first time it could offer America 
an attractive swap of market access for each 
other's airlines. Given that the industry, on 
both sides of the Atlantic, is intent on merg- 
ers, alliances and market-sharing, a carte 
blanche to American airlines to fly within 
Europe might be Sir Leon's best hope of re- 
straining the European industry's ferocious 
appetite for cartels. 





Sugar 


Comes in lumps 


HE prospect that sugar prices could 

soar has alarmed many growers, who 
fear a repeat of the cataclysmic boom-bust 
cycle of the early 1980s. After climbing from 
9.5 cents a pound in January 1989 to 14 
cents this month, sugar prices look poised to 
take off because of low stocks and a recent 
cold snap. Good news for growers? Not nec- 
essarily. Remember how prices jumped from 
15 cents to 43 cents per pound in 1980 and 
then crashed back to 15 cents in 1981, going 
on to fall to 2.5 cents in 1985, wreaking 
havoc with many developing economies. 

About 100 countries control their sugar 
markets with quotas, fixed domestic prices 
and long-term fixed-price supply contracts. 
Only 18m tonnes of the 107m tonnes of 
sugar churned out worldwide are traded at 
world market prices. While such a system in- 
sulates many producers in developed coun- 
tries from the worst price swings, it also 
makes prices in the free market extraordi- 
narily volatile. Sugar producers that rely the 
most on the small free market, and are 
mostly found in poor countries, suffer the 
most when prices gyrate. Growers in Austra- 
lia, Brazil, Fiji and elsewhere were devas- 
tated after growing more to take advantage 
of the sugar price rise in 1980 and then get- 
ting caught when the price collapsed in the 
mid-1980s. 
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Looks good, tastes nice, costs a lot 


World prices are being driven up by a 
cold snap that has forced both Mexico and 
America to buy more sugar abroad because 
of production shortfalls at home. Brazil, 
normally a sugar exporter, is suffering a se- 
vere shortage itself because it is having to 
divert much of its crop into the production 
of ethanol for its large number of alcohol- 
fuelled cars. 

Shortages may be eased somewhat if Eu- 
ropean producers are tempted by rising 
prices to sell more of their excess sugar in 
world markets. But the longer-term solution 
to volatility would be to end the tangled web 
of regulation and quotas in favour of a free 
market. GATT is trying to do this, while eco- 
nomic reformers in Moscow may eventually 
dissolve the large government-to-govern- 
ment purchase agreement that the Soviet 
Union has with Cuba. The trouble is that 
the sugar growers of America and Europe, 
who benefit the most from the present sys- 
tem, want things to stay as they are. 





America’s department stores 


The party’s over 


NEW YORK 


RE department stores in America an 
anachronism, fated to follow the coun- 

try general store into near oblivion? The 
question ceased to be outrageous when Fed- 
erated Department Stores and Allied Stores 
filed for court protection from their credi- 
tors under Chapter 11 of America’s bank- 
ruptcy laws on January 15th. The move is 
supposed to give these firms’ 260 stores a 
chance to reorganise themselves. It followed 
similar filings by two other department-store 
chains, B. Altman (which has since gone out 


of business) and Bonwit Teller. But the filing 
has humbled some of the proudest names in 
retailing: Bloomingdale's, Stern's and Abra- 
ham & Straus of New York, Jordan Marsh 
of New England, Bon Marché of Seattle, 
Burdine's of Florida, Lazarus of Cincinnati 
and Rich's of Atlanta. 

The alleged recklessness of Mr Robert 
Campeau, the French-Canadian property 
tycoon who acquired Allied for $3.6 billion 
in 1986 and Federated for $6.6 billion in 
1988, and of the financiers who made his 
highly-geared takeovers possible, has made 
many Americans extremely angry. The op- 
erating profits of these stores groups were 
too small to service bank debts and junk- 
bond borrowings totalling about $7.5 bil- 
lion. Mr Campeau's takeovers, says one 
commentator, was “‘like Bolivia taking out a 
mortgage on Paraguay". After the Chapter 
11 filing, Campeau's junk bonds were 
changing hands at 10-15 cents on the dollar 

Since retailers hardly ever emerge suc 
cessfully from Chapter 11, Mr Campeau 
and his financial backers stand accused of 
putting the livelihoods of the stores' 
100,000 employees and 300,000 suppliers at 
risk. Big-city newspapers are among the ag- 
grieved. Their revenues will be hit as the af- 
fected department stores cut their budgets 
for display advertising. 

Mr Campeau's mistakes certainly pre- 
cipitated the financial crunch. So did the 
penny-pinching of America's consumers: 
the 596 increase in retail sales last year was 
the smallest since 1982, a recession year. But 
department stores are a contracting business 
anyway. For the past 25 years they have seen 
their share of the retail dollar squeezed by 
competitors (see chart on next page). That 
was the big reason that Mr Marvin Traub, 
the chief executive of Bloomingdale's, found 
no takers when he went to Japan, the famed 
home of long-sighted investors, inviting of- 
fers of $1 billion or more for his 17-stoi 
chain. 

The relentless pressure on department 
stores is being applied by three main com- 
petitors for America's retailing business: 
speciality stores that offer a wider range of a 
particular category of goods at lower prices 
(Tandy's Radio Shack); those mass mer- 
chandisers that are discount stores and 
hypermarkets selling consumer durables at 
low prices in much the same way as super- 
markets sell groceries (Wal-mart); mail-order 
retailers whose convenience shopping is es- 
pecially prized in families where both par- 
ents hold full-time jobs (L.L. Bean). 

Ernst & Young, a big accountancy firm, 
says that this fragmentation of Americans' 
shopping habits is causing rising anxiety at 
regional shopping malls. Most depend on a 
famous department store to serve as their 
anchor-cum-magnet. The malls worry that 
reorganisation under Chapter 11 will take 
several years to complete. They also worry 
that the attraction of Bloomies, A&s and 
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age is so important, even if they eventu- 
y emerge solvent. Demographic changes 
ease anxiety about the outlook for all re- 
rs. The baby-boom generation is enter- 
niddle age, a time when people tend to 
ore and spend less. 

o hold their own in the 1990s and be- 
1, department stores will have to offer 
* customers services that discounters 
speciality retailers cannot match. Mr 
ward Hambrecht of Hambrecht Terrell 
ernational, a store designer, recalls that it 
fas not unusual for department stores early 
this century to have reading and sitting 
ooms, silence rooms for harried shoppers 
d specially lighted fitting rooms where 
men could see how their ball gowns 
ooked in gaslight. As modern equivalents, 
e suggests department stores should have 
ining areas, lounges, changing rooms, 
ches, valet parking, personal-shopping 
d gift-buying services, exhibitions, in- 
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MHE death of Mr Laurence Peter, 
aged 70, in California on January 
2th has robbed managers of one of their 








ritten with Mr Raymond Hull and pub- 
hed in 1969), the Canadian-born aca- 
emic suggested that, "in a hierarchy, 
idividuals tend to rise to their level of 
icompetence". Employees, Mr Peter 
bserved, were. routinely promoted until 
Yey ended up in a job they were unable 
| do. There they would remain, “bun- 
ing. the job. and eroding the compe- 
nce of society". The fact that 13 pub- 
shers rejected Mr Peter's book-—which 
ent on to sell 8m copies—only served 
to confirm his suspicions. N 
























J there is not much Chance of that. re 
| The gloom is not unrelieved. Rivals: spot 




























rs will be devalued in a business where 


uctional programmes and concierge ser- 
es. But with so many bankrupt or in debt, 


anniest gurus. In “The Peter Principle: ` 


/hy Things Always Go Wrong” (co- fused to stop for passengers in case the 


‘satirised on the grounds that he did not 


doctorate of competence. Few business- 
men made the grade. 
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Offers from the big companies he | 
| 

| 
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a great chance to increase their sales and 
profits at the expense of the stores mired in 
bankruptcy proceedings. They will try to 
lure the best merchandise buyers, window 


. dressers and sales assistants away from Al- 
lied and Federated. During the post-Christ- 
- mas restocking, they are also sure to ask sup- 


pliers to give them preference over their less- 
creditworthy competitors. But such gains 
could prove a brief upward blip in their 
long-term decline. 





Olivetti 


Going for broke 


IVREA 


"UROPE'S computer manufacturers are 

strapped in no-man's land. From one 
side, they are bombarded by Asian firms 
churning out low-cost, high-quality printers 
and basic personal computers. From the 
other, they face the still-unmatched innova- 
tive skills of American firms. Italy’s Olivetti, 
the computer company controlled by Mr 
Carlo De Benedetti, is trying to recapture 
m: high ground. Slipping up could be fa- 
tal. On January 10th West Germany's once 
high-flying Nixdorf surrendered its indepen- 
dence when it sold a controlling 5196 stake 
to Siemens after falling behind 
technologically. 

Olivetti is determined to avoid the same 
fate. It is already the most international of 
Europe's home-grown computer firms, and 
thus the European company with the best 
chance of competing on even terms with in- 


dustry giants such as DEC, IBM and Compaq. 
Its 1988 sales of 8.5 trillion lire ($6.5 billion) 
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he passing of Peter 






cause examples of the Peter principle 
abound. Britain offered a rich vein. Mr 
Peter was delighted by the discovery that 
one British local authority's buses re- 








service ran behind schedule. Mr Peter 
was being far from immodest when he 
described his prínciple as "the key to an 
understanding of the whole structure of 
civilisation". 

Mr Peter turned down numerous job 













want to rise to the level of his own in- 
competence. Instead he established the 
Peter University in his garage, which 
awarded the suitably qualified with a 
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mputer mat- 


ket and from every y European country as well 


as America. But if Olivetti is to prosper in 
the 1990s, it must solve the most intractable 
problem plaguing computer-makers: how to 
combine global economies of scale with lo- 
cal-market knowledge and service. 
Olivetti's" managing director, Mr 


Vittorio Cassoni, who recently returned 


from running AT&T's computer operations 
in America, believes he has an answer. Mr 
Cassoni and Mr De Benedetti have divided 
Olivetti into three groups. Olivetti Office 
concentrates on volume sales of personal 
computers and other office equipment 
through any and every channel, including 
mail order. Olivetti Systems and Networks 
creates whole systems, encompassing both 
hardware and software, custom-built for lo- 
cal markets and needs. Olivetti Information 
Services—only 5% of sales, but growing. 
four times faster than the group 
average—provides consulting services an 
builds large systems to order. 

Olivetti's strategy differs from Europe's 
other big computer makers, including Sie- 
mens and France's state-owned Bull—the 
other likely survivors of any shake-out of the 
European industry in the 1990s. Like most 
big computer-makers, Siemens and Bull try 
to provide both volume sales and high-qual- 
ity service through the same basic organisa- 
tion. Both have also put a lot of effort into 
government-subsidised research projects to 
develop proprietary technologies, so far 
without much success. 

By contrast Mr Cassoni reckons Olivetti 
can make the most money by adopting tech- 
nological standards, most of which—like 
Intel's microprocessors, Microsoft's DOS op- 
erating system and AT&T's Unix operating 
system—seem to be created in America. But 
if Olivetti is to prosper selling standard sys- 
tems, it must be able both to stay at the cut- 
ting edge of innovation and to face tl 
price-cutting competition which open sta.. 
dards foster. 

Olivetti's track record at producing 
high-performance computers for low prices 
is inconsistent. The company's first. per- 
sonal computer, introduced in 1984, was 
widely acclaimed. But much of its product 
line has since become merely average, with 
predictably disappointing results. In. 1988 
Olivetti took 896 of the $15 billion which 
European businesses spent on personal 
computers, second after 1BM. In 1989, ac- 
cording to industry analysts at Dataquest, it 
slipped to 7% of a $21 billion market, fourth 
after IBM, Compaq and Apple. Olivetti's 
pre-tax profits in the first half of 1989 fell to 
40% below the same period of 1988, at 103 
billion lire ($73m). 1990 promises to be an- 
other tough year. 

Mr Cassoni and his team are trying to 
get back into the lead. In October 1989 


| Olivetti became one of the first companies 


to announce a computer based on Intel’s 
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oa heey: Mr b Caton i is also working 
a series of joint ventures and alliances 
th technological leaders, including Japan's 
inon and Sanyo, as well as Intel and other 
nericans. 

. To make Olivetti's new strategy work, 
fferent bits of Olivetti will have to be man- 
in sometimes radically different ways. 
company's top executives have already 
irted doing this. Mr Franco Tato, head of 
etti Office, is pulling power back to the 
re. With two-thirds of his workforce of 
000 in factories, his priorities are increas- 
volume and cutting costs. So he is 
alising product development and com- 
nent purchasing to take advantage. of 


EACH quarter we plan to 
run an updated version of 
this table. It shows fore- 
™ casts of the change in net 
Corporate profits between 1989 and 1990 
or more than 7,000 companies spread 
cross seven business categories and 15 
ountries. The forecasts are the average 
ses of 2,500 analysts at 150 invest- 
it firms, compiled by the Institutional 


Jones & Ryan, a subsidiary of Citicorp. 

< The numbers are continuously re- 
viewed and amended; the table shows the 
position on January 10th. Forecasts for 
“1990” include the after-tax earnings of 
ompanies whose financial year starts be- 
tween June 1989 and May 1990. For each 
ountry, the percentage change is mea- 
ured in national currency; the sector to- 
als (and the grand total) are based on dol- 
ir equivalents. 

. The IBES army of analysts predicts a 
ise of 16.8% in net profits for our sample 
companies as a whole. That would be a 
h bigger rise than companies saw last 
Between 1988 and 1989 (on current 


of less than 4%. 
he sector tipped to enjoy the biggest 
in 1990 s finance. This is not so much 
use profits there are expected to be 
it because in 1989 they were so lean: 
gs were squeezed because many 
s in America, Britain and Canada 
de big loan-loss provisions. Technol- 
y and transport are two other industries 
enerating enthusiasm; bath score ex- 











"he posu ie group, ud in- 
ludes metals, textiles, lumber, chemicals 
nd construction, is the worst performer 
ya safe margin America is one of the 





okers Estimate System (BES) of Lynch, 


imates), the sample’s profits will show 


yigt t it want to sell his computers under 
their brand name. Though sales of Olivetti 
machines in America under AT&T's label 
have dwindled to a fraction of their 1987 
peak of 10,000 a month, Digital Equipment 


now sells more than 3,000. Olivetti-made 


computers a month in Europe. 

Mr Luigi Mercurio, head of Olivetti Sys- 
tems and Networks, is by contrast busily 
decentralising his empire. Two-thirds of his 
21,000 workers are in sales and service. 
They need more independence to blend in 
with local ways, to learn the ins and outs of 
their customers’ industries and to form alli- 
ances with local specialists. The British 
group, for p is particularly strong in 





are expected to fall this year. 

The country predicted to see the big- 
gest growth in profits is Canada. It will be 
helped by the recovery in its financial sec- 

tor (profits growth of 67.2%), together 
with big increases for technology and en- 
ergy companies (59.9% and 31.6% respec- 
tively). The analysts say Canada's earn- 
ings will rise overall by 27.296 in local- 
currency terms, following an estimated fall 
of 7% between 1988 and 1989. 

America is not far behind, though 
many of the analysts have been scaling 
























bought Bunker-Ramo, a specialist in the 
automation of branch banking, and is now 
number two in that market, behind iBM. 

In their own ways, both Mr Tato and 
Mr Mercurio see big opportunities in the 
opening up of European markets after 1992. 
Mr Tato can further streamline sales and 
production as prices and products become 
more X standard across European 
markets—and so create a cheaper and a 
stronger Euro-brand. Mr Mercurio, by con- 
trast, hopes that all his carefully cultivated 
national accounts will take their local 
Olivetti representative with them as they ex- 
pand across Europe. 


their predictions down in recent months.. l | 


| Where (they say) then money will be 


The latest average of their guesses points 1- 
to profits growth of 22.396 this year, with — 
the financial sector showing a strapping 
rise (of 68.396), and profits in technology 
and transport bounding up (38.796 and 
3196 respectively). 

If the analysts are correct, Japan will - 
see a comparatively unimpressive rise in 
profits in 1990. Its forecast growth of 
8.2% in local-currency terms is actually 
the second-smallest in the table. By these 
standards, Britain's expected profits 
growth of 17.3% seems dizzily optimis- 
tic—all the more so in view of the gloomy 
predictions of that other species of fore- 
caster (pundit macroeconomicus), who 
says that the British economy will hardly 
grow at all in 1990. We shall have another 
look at the numbers in April. 
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Company net profits, analysts’ forecasts for 1990, % change over 1989 
Sector 

Basic Capital Consumer Energy Finance Tech. Trans. Total - 

industries" goods goods and nology port 
Country services 
Australia - 186 | 139 | 
Canada - 
Denmark - 
France - 
Germany 
Holland 
Hongkong | 146 | 
al ——— B 
Japan — | 
South South Africa - 2321 | 132 
Spain | | 
Ro 26 | ws ae “Ha va | -:52 | 93 | 
Switzerland | 90 | 159 | ne | | n/a | 89 | 157 11.0 122 | 
UK ^ 1] 88 E maine Me 3.2 (36 195 | 114 | 
qoe x PUB c Ec 145 | 
Total | 82 | 133 | 135 11.1 | 


«Source: IBES High-growth industries 
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*Metals, textiles, Lumber, chemicals, construction == 


"ALTHOUGH 
WE DEAL 
ON 24 
STOCK EXCHANGES, 
TO US 
THERE IS ONLY 
ONE MARKET" 


DAVID BAND, 
CHIEF EXECUTIVE, 
ON 
THE GLOBAL EQUITIES MARKET 





It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

Thats why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong 
Kong on 5-8415123. 


BARCLAYS de ZOETE WEDD 


* THE INVESTMENT BANKING AKM OF THE BARCLAYS GROUP 


Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR 3TS. 





Now hospital staff everywhere are able to avoid 
one of the greatest hazards they face: 
overexposure to anaesthetic gases. 

A new equipment design uses an ingenious 


“double mask” which allows escaping gas to be 
effectively drawn away. Produced by Medicvent 
of Sweden, it relies on an advanced 
thermoplastic from Amoco Performance 
Products, Inc., called Udel* polysulfone. Tough 
and transparent with excellent thermal and 
impact properties, polysulfone is especially 
well-suited for all medical applications requiring 
steam sterilisation. 

And it's just one of the high quality materials 
Amoco supplies directly and through licensees 
and joint ventures. Materials Amoco supplies 
include isophthalic acid for use in corrosion- 
resistant pipes, tanks and irrigation systems; 
trimellitic anhydride for making viny! 
plasticisers; terephthalic acid for producing 
polyester; and polypropylene carpet backing. 

Innovation and exceptional materials. These 
are Amoco's most precious resources. 

For more information on our activities in Asia, 
write to Amoco Chemicals Far East Limited, 
16th Floor, Great Eagle Centre, 23 Harbour 
Road, Hong Kong. Telephone: 5-83228899; 
Telex: 75657 AMOCO Hx; Fax: 5-8381810. 


Amoco Chemicals 
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THE SUEZ GROUP 





All together now 


“PARIS 


Conglomerates in America and Britain have fallen out of fashion and be- 


come easy prey to raiders. Undaunted, 


France's Compagnie Financière de 


Suez has pieced together a giant conglomerate i in the heart of Europe 


HE omens at the rebirth of Compagnie 

Financiére de Suez were inauspicious. 
When the French government sold it to the 
public in October 1987, Suez was a sluggish, 
nationalised holding company with an in- 
vestment bank and a web of minority stakes 
in French industry. With Europe committed 
to fiercer competition in the run-up to the 
creation of a single market by 1993, the 
company's future looked uncertain. Worse, 
the government launched Suez into the pri- 
vate sector the very week that stockmarkets 
were collapsing everywhere. lts shares 
promptly sank like a stone. 

Barely two years later Suez is one of the 
` gest holding companies in Europe, wield- 
... Acontrol over a vast and diverse empire of 
financial and industrial interests. Trans- 
formed by two giant takeovers, Suez repre- 
sents a bold riposte to the reigning Anglo- 
Saxon orthodoxy that conglomerates breed 
inefficiency and, more often than not, are 
worth less than the sum of their parts. 

The challenge Suez's managers have set 
themselves is to build a cohesive group out 
of a bewildering array of businesses. Suez's 
success will be determined partly by how 
well the top managers at Société Générale 
de Belgique (sch), the giant Belgian holding 
company in which Suez won a controlling 
stake in 1988, fare in their attempts to turn 
SGB around (see next page). 

Suez must also tackle the task of moni- 
toring the insurance, banking, and indus- 
trial operations directly under its own con- 
trol without smothering their 
independence. That will not be easy. The 
natural rivalries among subsidiaries for 
money and attention, and the increasingly 





intricate structure of the group demand 
clear direction at the top. Yet tensions at the 
holding company itself threaten to throw 
the management off course. 

Some sceptics are already predicting the 
group's demise. Declares one former Suez 
board member: “Not only does Suez not 
have a strong enough central authority, but 
there isn't enough synergy between the dif- 
ferent bits. It's a target for a takeover.” Cur- 
rently, a takeover might be unrealistic: 4096 


of Suez's shares are tied up with a hard core 


of friendly corporate shareholders repre- 
sented on Suez's board. Yet it might take 
only a couple of years of poor performance 
for that core to melt away. 

Suez's present structure appears to have 
little industrial logic because it was largely 
unplanned. Both of the big takeovers which 
transformed the group were opportunistic 
grabs, not carefully plotted steps. The first, 
SGB, has already proved enormously profit- 
able. In January 1988 an Italian financier, 
Mr Carlo De Benedetti, launched a hostile 
bid for SGB, a massively inefficient holding 
company whose tentacles threaded their 
way throughout Belgian finance and indus- 
try. Suez was called in as a white knight. 

It obliged partly because Suez's manag- 
ers feared that Mr De Benedetti, who also 
held shares in their group, might be tempted 
to bid for Suez next. After a bitter battle 
Suez was rewarded with 50.696 control of La 
Générale, for an outlay of FFr13 billion 
($1.9 billion). French businessmen rubbed 
their eyes in disbelief at Suez's uncharac- 
teristic boldness. 

Then last summer Suez made its second 
big acquisition, after a corporate spat that 











































was wonderfully Gallic in its complexity and 
its mixing of high finance and high emotion 
Groupe Victoire, an insurance company in. 
which Suez had a 40% stake, tried to be- 
come a European power in its industry by 
buying West Germany's second-biggest- n- 
surer, Colonia Versicherung, for FFr12 b 
lion. To finance the bid, Victoire wanted to 
bring in fresh shareholders, including Italy's 
Ferruzzi, which would have diluted Suez's. 
stake. Alarmed, Suez bid FFr 25.5 billion for 
both Victoire and Colonia— and won, after 
a battle full of personal recriminations. The- 
purchase is France's most expensive take- 
over so far. To help finance it, Suez sold a 
3496 stake in Victoire to UAP for FFr14. 4l pil- 
lion, and 5% each to a Danish insurer, 
Baltica, and Japan’s Dai-Ichi Life. i ii 8 
control of Victoire (with Colonia) thus cost 
Suez only FFr3.4 billion. 


Formidably fatter t 
Thanks to the sGB and Victoire pope ch e 
Suez inherited by Mr Renaud de la Ge 
the chairman appointed by France's cons tr "c 
vative government in 1986, has changed al- 
most beyond recognition. First, i in its si: 
especially measured by market capit: isa 
tion. Both the number and the value ol 
Suez’ s shares have doubled since the com pa 
ny's 1987 flotation. At the beginning ol 
1988 the stockmarket valued the mts 
FFr13 billion. Before the Victoire bid in J 
1989, the group’s market value had gre wn 
to nearly FFr35 billion. At the end of 198 
Suez was valued at over FFr50 billion. 
Next, shape. As recently as 1987 
would have considered itself to beagle 
slick arch-rival Paribas still is—an are e 
typal banque d affaires: that special French 
blend of merchant banking and indus 
investment. At the group's heart lay Be TE 
Indosuez, with strong businesses in the Mid- 
dle East and Asia, though not as savvy as 
Paribas at home. That did not seem to mat- 
ter: a big chunk of the bank's corporate 
business came from companies in which 
Suez held stakes, usually minority on s 
These now include 1896 in Lyonnaise ¢ 
Eaux, France's second-biggest water com- 
pany, which has moved into Britain's v 
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— industry and into cable television; 12% in 
. Bouygues, a giant construction and civil-en- 
gineering company; and 5% in Saint- 
Gobain, a privatised glass-maker. 

The two big acquisitions have now 
turned Suez into a three-pronged business: 
industrial and property interests, mostly 
grouped around SGB; the insurance inter- 
 ests, centred upon Victoire; and banking 

and financial services, led by Banque 
- Indosuez. Long the favoured child of the 
group, the bank has had to learn to take 
place behind the larger soB and 
J ictoire. 
The last area of change has been Suez's 
profits. Post-tax profits were FFr2.1 billion 
in 1987, and rose to FFr2.7 billion in 1988 
- (before sGh's profits were fully consolidated 
into Suez's accounts). With maybe FFr1 bil- 
lion earned from its stake in the newly vigor- 
ous SGB, Suez looks set in 1989 to earn a net 
FFr4 billion on revenues of perhaps FFr85 
billion. Next year it can look forward to a 
. greater share of Victoire's profits. 
Suez executives insist they can cope 
with the group's rapid growth and new 
Shape. Suez has changed direction before 
and survived. In 1956 the company, 
founded a century earlier by Ferdinand de 
Lesseps to build the Suez Canal, had its 
| prize asset confiscated by President Nasser 
_ of Egypt. Suez's men returned to France to 
build a banque d'affaires virtually from 
scratch over the next two decades, until it 
was second to Paribas. Yet by the early 
- 1980s Suez had lost its way, burdened by a 
central management that lacked cohesion 
and a collection of businesses that had little 
3 common. Will Suez repeat the same error, 
with a new and much bigger conglomerate? 
Thar all depends upon how Suez's cen- 
tral management, now 220-strong, extends 
_its control over the great expanse of group 
subsidiaries. In the past Suez subsidiaries 
- lacked the rigour of a demanding head of- 
fice. Compagnie Financiére's managers 
were, admits one top executive, "happier to 
be chauffeured than to have to service the 
engine. 

That is changing. Mr de la Geniére in- 
— herited three joint chief executives from his 
predecessor, Mr Jean Peyrelevade, now 
chairman of uap. They are Mr Bernard 
 Egloff, a long-serving Suez man, and Mr Pat- 
rick Po and Mr Gérard Worms, 
b t in when the group was in state 
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hands. They are collectively known in 
French business circles as the "three muske- 
teers”. They consider themselves, like Suez, 
to be financiers of industry rather than in- 
dustrialists, though they often disagree on 
priorities. 

What investment bankers can add, 
claim the group's managers, is financial dis- 
cipline, strategic direction and capital. Busi- 
ness plans for companies within the group 
are drawn up on the basis of a 1596 net re- 
turn on Suez's investment, and more for 
riskier businesses. Every Suez company (in- 
cluding Banque Indosuez, easily the most 
autonomous member of the group) has 
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monthly discussions with the central 
management about its progress and 
budget. However, such a process puts 
a premium on well integrated man- 
agement-information systems. Partly 
because these are lacking in many 
subsidiaries, they are also still frag- 
mented and inefficient at Suez's Paris 
headquarters in the Rue d'Astorg. 










€ Unlike Britain's Hanson, one of 


the world's most successful conglom- 
erates, Suez believes it can increase 
profitability by getting the different bits of 
its vast empire to work more closely to- 
gether. Thus Banque Indosuez has long 
been the natural first choice for its industrial 


companies' banking needs. Indosuez is also 


winning mandates for divestitures and the 
like from companies in the SGB stable, but 


says it still has to compete hard against other 


investment 
Elsewhere, the chances for more co- 


eration are less clear. In the past Victc 


has been unwilling to sell Indosuez savings 
products, such as money-market mutual 
funds, through its distribution channels. 
Perhaps because of this history, Mr de la 


The old lady shortens her skirts 


BRUSSELS 


QUEE Générale de Belgique (SGB), 
the huge industrial holding company 
which dominates the Belgian economy, is 
known, half affectionately, half mockingly, 
as La Vieile Dame (the old lady). The 
name derives from its stuffy, old-fashioned 
traditions and its age. Founded in 1822, La 
Vieille Dame is even older than the Bel- 
gian state. But the old lady has been re- 
vived since Suez installed a new manage- 
ment team 18 months ago, and hardly 
looks like her former tottering self. 

La Générale—the more dignified nick- 
name for the group—had called in Suez 
when Mr Carlo De Benedetti launched his 
bid in February 1988. Suez won control of 
a group which was then little more than an 
investment trust with hundreds of stakes, 
many of them minorities, throughout the 
Belgian economy. These ranged from con- 
trolling interests in Arbed, a Belgian- 

bourgeois steel group, to CBR, one 
of Europe's biggest cement companies, to 
Vieille-Montagne, the world's leading zinc 
producer. SGB's palatial eighteenth-century 

uarters—next to Brussels's Royal 
Palace—took little interest in what the var- 
ious parts of the group got up to. 

Suez picked Mr Hervé de Carmoy, a 
Frenchman, to lead a team to shake La 
Vieile Dame up. He had run Midland 
Bank's international banking division, 
where his colleagues called him “Herve the 


Swerve”, a reference to his nimble style. As 
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managing director of soB, Mr de Carmoy 
works alongside the chairman, Mr Etienne 
Davignon. This Belgian was known as 
"Stevie Wonder” in his days as a commis- 
sioner of the European Community. 

Together Messrs de Carmoy and 
Davignon have swept out most of the head- 
quarters’ management and nine of the 
managing directors from the 12 main op- 
erating units. While promoting younger 
men to run the subsidiaries, they strength- 
ened the centre by hiring a group of A: 
can-trained bankers and by requiring 1___- 
ous monthly financial reports from all 
subsidiaries. Having found not a single fi- 
nancial screen in the headquarters, the new 
team installed a complete trading room. 

The new strategy of Messrs de Carmoy 
and Davignon is to concentrate on areas 
where SGB can dominate a market. Many 
minority stakes have been sold, as have un- 
successful businesses such as telecoms and 
cables. Problem companies in the SGB sta- 
ble, such as FN, a big maker of small arms, 
and Gechem, a chemicals firm, have been 
subjected to job cuts, divestitures, fresh in- 
vestment and the buying-out of minority 
shareholders. At the end of 1989 SGB com- 
pleted its most ambitious rejigging to date 
when it merged its many non-ferrous m 
companies into a single unit, Acec-Union 
Miniére. 

Mr de Carmoy rejects the current An- 
glo-Saxon fashion that most conglomerates 
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Genière now thinks that the most fruitful 
area of co-operation will not be between 
banking and insurance (bucking the current 
French fad for bancassurances, the linking 
of banks with insurance groups), but be- 
tween Suez’s insurance and industrial divi- 
sions. So far Suez has provided little to its 
subsidiaries beyond get-to-know-you meet- 
ings every two months between the heads of 
different bits of the group. In the Rue 
d'Astorg there is a strong belief that differ- 
ent Suez companies can complement each 
other, but not much idea yet about how. 


One happy family, really 


Suez's executives put different emphases on 
what will forge cohesion within the still-dis- 
parate group, and thus provide the returns 
to keep shareholders content and raiders at 
bay. “Good financial targets will be the key 
to homogeneity," says one musketeer. But 
cording to Mr de la Geniére: “A key de- 
xce of the group [against a possible bid] is 
the diversity of its five-man management.” 
And yet Suez may have a bit too much 
management diversity. Mr Antoine 
Jeancourt-Galignani, Indosuez’s chairman 


are worth more dismembered than whole. 
He admits there is little synergy between 
SGB's many businesses, but argues that the 
centre justifies its existence in three ways. 
First, by providing strategic direction. Sec- 
ond, by being a guardian of good stan- 
dards: the centre requires subsidiary 
companies to adopt the latest and best 
techniques. Thus the many companies that 
lacked personnel departments and quality 
circles have been told to set them up. 
Third, by providing capital and shel- 
tering companies from the short- 
termism of the stockmarket. 

The holding company allows 

y part of the group a period of 
-bility while it carries out its 
strategy. Mr de Carmoy goes on 
to argue that by spreading risk, 
the holding company enables its 
subsidiaries to expand faster than 
they could on their own. This is 
one of the classic rationales for 
conglomerates. For instance, Mr 
de Carmoy maintains that, on its 
own, Vieille Montagne probably 
would not have been able to invest enough 
money to take advantage of the recent 
boom in the zinc market. 

Suez cannot complain about the sob's 
performance since it gained control in 
1988. After losing BFr 2.5 billion ($68m) 
on sales of BFr 316 billion ($8.6 billion) in 
1988, the company chalked up a first-half 
profit of BFr 11.5 billion on sales of about 
BFr 200 billion in the first half of 1989. 
Full-year profits could reach BFr 20 billion. 

Despite this initial success, there are 
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and the only other group executive besides 
Mr de la Geniére to sit on Suez's board, is 
the fourth musketeer. Put simply, Mr 
Jeancourt-Galignani, who was forced to ac- 
cept a demotion from chairman during the 
bank's time in public hands, and Mr 
Ponsolle, installed by the Socialists and 


Suez's chief strategist, are on the tartest of 


terms. Both are candidates to succeed Mr de 
la Geniére. 

Unlike Mr Ponsolle, Mr- Jeancourt- 
Galignani is not entirely bent on the top 
post. He enjoys Indosuez's intimate atmo- 
sphere and jokes that he would be just as 
happy running his family's bookshop. Last 
year he turned down the chairmanship of 
Crédit Agricole, Europe's biggest bank. Yet 
tempers have been running high since Mr 
Jeancourt-Galignani came in for criticism 
for his handling of Indosuez's advances last 
year towards Morgan Orenfell, a British 
merchant bank. 

Mr Ponsolle thought that Mr Jeancourt- 
Galignani, renowned more for his manage- 
ment skills than for his deal-making, ought 
to have clinched a deal. Instead, Morgan 
Grenfell agreed in December to be swal- 


















plenty of tripwires ahead. Last year's per- 
formance reflects the happy accident that 
many of the markets in which SGB is strong, 
such as steel, zinc, cement and property, 
boomed. In the longer term the group may 
suffer because it is so dependent on dull 
markets, particularly those for semi-fin- 
ished goods. SGB is relatively weak in ser- 
vices and has no consumer-good or high- 
tech businesses. 

In addition, plenty of nooks and cran- 
nies in SGB have yet to feel the bristles of 
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. THE SUEZ GROUP - 
lowed by Deutsche Bank. The episode has 
exposed Indosuez's weak flank: its fear that 
it is too small for Europe's first league of in- — 
vestment banks. In particular, it lacks a — 
strong fund-management arm as well i 
Paribas’s Anglophone connections (th 
it is strong in project finance and ad 
on domestic mergers and acquisitions}. 
Indosuez is looking for other partners. 
Jeancourt i has thrown Indosuez's. 
hat in the ring for Samuel Montagu, the in- 
vestment-banking arm of Britain’s Midlan d 
Bank, should the latter be taken over by the 
Hongkong and Shanghai Bank. 
Originally expected to retire in 199 
Mr de la Genière now says that, health 
shareholders permitting, he intends to seek — 
re-election in 1991, and will then retire in. 
1995 when he will be 70. Given the tensions. 
on the executive board— partly as a result of. 
there being no clear second-in-co 
Mr de la Geniére is probably correct to st tay 
on. If Suez is to have a chance of prospering 
in its new form, the last thing it needs right 
now is a behind-the-scenes battle for Mr de 


la Geniére's throne. 
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Mr de Carmoy's broom. These include 
Tractebel, an electrical group which owns 
controlling interests in Belgium's three 
electricity-generating companies. Despite | 
an effective monopoly, Tractebel's earn- | 
ings are low because a small country | 
like Belgium does not need three sepa- 
rate power companies. SGB is at last 
talking to the Belgian government 
streamlining the power 
/) industry. 
Relations with Suez also create an 


*. SGB group. Indosuez would like to see — 

SGB as its industrial wing, but in three 
financial markets there is an awk- 
ward overlap. In banking SGB con- - 
trols 3096 of Générale de Banque, | 
Belgium’s largest bank which com- || 
petes with Indosuez. SGB also hasa | 
dominant 18% stake in AG, Bel- | 
gium's largest insurance company, || 
whose French subsidiary competes {| 
against Suez's Victoire. SGB owns | 
the largest property company in || 
Belgium but that competes against — 

Suez's own Belgian property firm. 

For the time being Suez is keeping its 
hands off La Vieille Dame. For instance, 
the French parent company has not ap- || 
pointed any of its own people to work un- | 
der Mr de Carmoy. Once a month Suez's | 
top managers come to Brussels for a finan- || 
cial report. So far they have been delighted 
with what they have heard. Whether or not 
they stay that way depends on Herve's con- 
tinued ability to swerve—and on Stevie's 
ability to wonder. 
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For those who are aware of subtle yet valu- 


able: distinctions in international banking, 
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Pumping life into the 
London exchange s heart 


Though London's aimless stock exchange is now finding some form, its 
pre-eminent position in Europe is still far from assured 


HAT coma-ridden patient, London's 

International Stock Exchange (ISE), is at 
last getting the emergency attention that it 
warranted years ago. True progress is at last 

ing made on setting up a system for 

. iperless settlement that would lie at the 
heart of the City of London's domestic 
share market—currently clogged with un- 
necessary paper. And a proper debate is 
starting to emerge about exactly what role 
the exchange should be fulfilling in the 
City's securities markets, and how its 2,800 
staff should therefore be handled. With 
fierce competition for business from conti- 
nental Europe's booming bourses, the isE 
cannot afford to dither—or to slip up. 

Clearing and settlement is the process 
of exchanging shares for cash, and then reg- 
istering the shares in the new owner's name. 
That may sound boring, but it is crucial: 
without that process, a market cannot ex- 
ist. The New York and Tokyo stockmark- 
ets settle their shares electronically and 
therefore cheaply. Though paper certifi- 
cates usually exist, ownership is simply 
transferred in a central, computerised 
register. Not so in London. Its settle- 

nt is a paper-pusher’s paradise, a 

wst-world financial centre that has 
earned a third-world reputation. 

By the end of the 1987 bull market, 
a backlog of £5 billion ($8 billion) 
worth of unsettled British equity bar- 
gains lay outstanding. That kind of risk, 
plus the related costs, ought to have 
scared the participants in the City’s se- 
curities markets to agree to a more sen- 
sible, paperless system (with rolling set- 
tlement instead of London’s clumsy 
two-week account period). It did 
not, because the vested interests of 
the isE—stockbrokers, custodi- 
ans, listed companies, registrars 
and banks—failed to agree on 
the shape that Taurus, the cho- 
sen automated-settlement sys- 
tem, should take and what it 
should cost. The ill-will that 
the ISE engendered in the 
process forced it last year to 


cede control of a proposed 
|. . THEECONOMIST JANUARY 20 1990 


new clearing house to oversee Taurus, a 
right it had previously considered 
inalienable. 

The stock exchange has postponed 
plans for Taurus so many times since it was 
first mooted back in 1982 that it is un- 
surprising that few City folk now believe in 
the new-found resolve. That resolve seems 
to have come with Mr John Watson, a cool 
brain from Deloitte, Haskins & Sells, an ac- 
counting and management-consulting firm. 
Last autumn he joined the City-wide com- 
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mittee charged with drawing up plans for 
Taurus. By Christmas he had designed a sys- 
tem that had the backing of all those vested 
interests. The outcome is not perfect—its 
complexity. bears all the hallmarks of com- 
promise—but it does seem workable. Impor- 
tantly, it broadly follows the guidelines and 
timetable laid down by an independent ine 
ternational think-tank, the Group of 30, 
which last year came up with ideas for how 
to harmonise the world's disparate settl 
ment systems. | 
The stock exchange is not out of the: 
woods with Taurus. Final details will not be 
drawn up until March. By then people 
might have cottoned on to the fact that 
these settlement proposals will cost the 
City’s institutions at least £60m, a figure - 
they baulked at a year ago for a much sim- 
pler version of Taurus. More flak might also — 
come from the exchange’s desire (hitherto 
unvoiced in public) to regain control of the — 
proposed new clearing house that is due to 
be created this summer. r 


Didn’t he do well? 


A new force for change at the ISE is its new | 
chief executive, Mr Peter Rawlins, perhaps - 
better recognised by some for his appear- 
ances in the 1970s on Mr Bruce Forsyth's. 
television show, "The Generation Game". 
His open and breezy style of management 
has breathed new life into Throgmorton 
Street's upper echelons. He has already 
started organising the exchange's 700- 
strong settlement — staff—currently 
spread widely throughout the orga- 
nisation—into one entity that can 
then be hived off to form the new 
clearing house. Thanks to his presenta- 
tion on settlements to the ISE council 
this month, the 28-strong ruling body 
had its first lively debate in years. 
Mr Rawlins has plenty to do. For a 
start, the exchange's structure is of a 
nightmarish complexity that breeds 
inefficiency. At its core, the ISE's 
central-services division serves all 
and is accountable to none. The 
tariffs raised from one service the 
2 exchange offers, eg, domestic eq- 
GAZ, uity settlement or price screens, ar- 
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$a. rive here and go out to subsidise ser- 
vices elsewhere, for instance, in 

the isE's internarional-equity 
market. Nobody knows what 


each costs, and, by extension, 


for different services. Mr 
Rawlins needs to break the 
exchange up into its key 
constituent bits and. put a 
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separate management in charge of each. 
That way, the exchange could offer more ef- 
fectively—and charge correctly for—the ser- 
vices its members want. And member firms 
could pick and choose more readily from the 
exchange's array of goodies. 

Then Mr Rawlins must tackle the long- 
running debate about much-needed reforms 
in the way British equities are traded. An ex- 
change committee, chaired by Mr Nigel 
Elwes of S.G. Warburg, was born more than 


a year ago out of the vast losses that securi- 


ties firms had been making since the 


- deregulatory Big Bang in 1986, and the frag- 


mentation of the exchange's market. lt is 
due to present its paper on reform in late 
February. The Elwes committee will recom- 
mend that the essence of the current screen- 
based market-making system remains for 
trading big and liquid shares. But it will fa- 
vour a shift to an order-driven market for 
less-liquid ones. Further, it will encourage 
dealers to make special, so-called “green- 
strip” prices for small, private investors that 


do not oblige them to make the same favour- 


able prices for big institutions. The hope is 





. Citicorp Scrimgeour Vickers 


The end of the line 


«€ [7OR every problem," H.L. Mencken 


used to remind himself, "there is a so- 
lution that is simple, plausible and wrong.” 
Citicorp, America's biggest bank, probably 
did not have Mencken in mind when it 
started in 1988 to apply a simple and plausi- 
ble management-consultants' strategy to its 
troubled British stockbrokerage, 


. Scrimgeour Vickers. On January 17th that 


solution came to a definitive end when 
Citicorp sacked 215 of Scrimgeour's staff 
and closed down its main business of British 


= equities, thereby vaporising the once-mighty 


- Citicorp's disastrous dives into 
~ uncharted markets. 


McFarlane, the Scottish managing 
. director of Citicorp Scrimgeour 


-cratic East Asian specialist. 


_ ened by Citicorp’s absurdly grand 





. The staggeringly expensive 
($400m) episode marks another of 


To be fair to Mr John 


Vickers (csv) who came from the 
bank's treasury in April 1988, the 
failure was not all the fault of the 
management consultants—at least 
the ones he brought in. Csv was 
the difficult product of a merger 
between two top-notch City of 
London firms, Scrimgeour Kemp- 
Gee, a gung-ho research house 
manned by grammar-school boys, 
and Vickers da Costa, an aristo- 


: Before Mr McFarlane’s ar- 
rival, CSV was already badly weak- 


92 


E aude —_ © - = "v « wv 
| | 


FINANCE 





Wd) MW ga 





"s 
r 
A 
m 
» 


to render the market a more congenial one 
for individual punters. 

The sooner the Elwes deliberations are 
out of the way, the better. For the biggest 
issue that needs to be tackled is the unnatu- 
ral division between the way the exchange's 
domestic and international equity markets 
are arranged. These divisions reach right 


ambitions in global equities and by in-fight- 
ing. The turning point had been the loss in 
October 1986 of Scrimgeour's electricals 
team, who left for Smith New Court. The 
electricals sector made up around a fifth of 
the firm's commissions from British equi- 
ties. CSV found it increasingly hard to re- 
cruit and to keep good staff. Its share of cus- 
tomer business in British equities 
plummeted. Meanwhile Vickers’s main 
business, Japanese equities, was ruined. by 
heavy-handed Citicorp managers in Tokyo, 
who ensured that Citicorp abandoned the 





Down the tubes 





into the heart of the exchange's structure 
(with different trading systems, SEAQ and 
SEAQ International) and politics (with differ- 
ent policy committees). 

The division is unnatural because the 
shares of the world's 500 largest companies 
are now internationally tradable commod- 
ities. London is the clear beneficiary of this 
internationalisation: foreign equities ac- 
count for a quarter of all transactions re- 
ported to the ISE, and London accounts for 
half of all global-equity turnover—ie, turn- 
over in foreign shares away from their do- 
mestic exchange. Yet, absurdly, a foreign in- 
stitution dealing in London has to pass its 
British shares through a different system to 
the one it uses for foreign shares. 

Mr Rawlins will be able to tackle few of 
these structural challenges without a clear 
mandate from the stock-exchange council. 
This body is weak, partly because many of 
the member firms' top dogs are unwilling t 
put themselves up for election for fear of b. 
ing voted down. If the council cannot come 
up with the vision for the management to 
realise, it must agree to self-destruct. 





business just as all its rivals were beginning 
to make millions from it. 

With his consultants, the Boston Con- 
sulting Group, Mr McFarlane set about sow- 
ing logic in this bed of chaos. He decided 
that by trying to cover a gamut of British 
stocks, the firm was spreading itself too thin. 
He reasoned that since nine-tenths of all 
stockmarket turnover took place in the 200 
biggest shares and among the 100 biggest in- 
stitutions, CSV should concentrate on these. 
He cut half of Scrimgeour's staff to do so. 

Two things were wrong with the plan. 
The first was that every other stockbroker 
was also chasing the same big stocks and the 
same big clients. In such conditions, highlv- 
rated research was crucial to win busine 
Point number two was that there was no 
blend of remuneration and owner- 
ship to see staff through the hard 
times. In its closing months, 
Scrimgeour Vickers began to fall 
apart: senior staff were leaving at 
the rate of two or three a week. 
Unfilled vacancies left market- 
makers dealing without research. 
Market share plummeted to barely 
196. The decision by Scrimgeour's 
management and by Citicorp's 
European investment-banking 
chief, Mr Ernst Brutsche (who two 
years earlier had shut down Mid- 
land Bank's equity operations), 
was a mercy killing. 

The lesson is that no amount 
of money can tie staff down if they 
distrust their owners' resolve. Bet- 
ter, perhaps, that they be part- 
ners, as of yore. 
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| The nervy nineties 


An overdue fall in the Tokyo stockmarket has set the world's securities 


markets jangling - 
THEN he Tokyo stockmarket 
' slipped 4% in thin trading between 
| January Heth and 17th, the rest of the 
| world’s financial markets felt the jerk. Few 
| © were belayed securely enough not to slip. 
|^ The Dow Jones industrial average fell to 
5% below the alltime record it had 
ched on January 2nd; London shares 
. ^] followed. Even West German shares, 
~ [^ which had climbed by 26% since the Ber- 
eo lin Wall crumbled on November 8th, 

| slipped back; albeit by less than 3%. 
Bond markets around the world have 
also taken their mood from Tokyo. There, 
. yields on long bonds have risen by one 
; "percentage point already this year. 
In America yields on long. bonds 
broke 8.25% for the first time since 
September 1989, amid rumours 
that Japanese investors were selling 
Treasuries to cover losses in Tokyo. 
Yields on long-term British gilts 













(government bonds) rose to 
10.44%—their highest since the 
beginning of 1986. 

Why Tokyo? 


That all this nervousness should 
stem from Tokyo is a tribute to the 
financial power of Japan—and yet 
reverses all recent experience. The 
- problem in Tokyo was that in the 
last seven weeks of 1989 the stock- 
market rose 10% while the bond 
market weakened and interest rates 
rose. This year's collapse has taken 
the stockmarket back (almost) to 
“where it was before the end-of4lie-decade 
ap buying binge that took the Nikkei index - 
toa record 38,915 on December 29th. _ 
Yet Japan still has problems. The most 
immediate isthe likelihood of even higher 
interest rates, Despite short-term interest 






| rates rising % at the beginning of 
1989 to 7% now, Japan's economy is 
booming; GNP 1 was close to 5% last 


year and may be much the same this year. 
This fast rate of growth makes the 
Bank of Japan fret. The tight labour mar- 
ket, higher oil prices, higher import prices 
and strong monetary growth: alFpoint. to 
faster inflation. Last year was the 
since 1985. when inflation (at 2.7% 
ceeded 296. In order to damp down de- 
mand and bolster the currency, on De- 








cember 25th the Bank of Japan increased 
^ its discount rate (to 4496) for the third 
time in seven months. The yen slides on. 
Investors remain ‘convinced that another 
increase is on t 


" cards. The Bank of Ja- 








. pan’ s new governor, Mr Yasushi Mieno; 


denies it vigorously. Which means am 


other rise can be expected just as soon as. 
he has cleared it with the Ministry of 
. Finance. 


There i is a broader worry. Though i 


| pan's economy still provides a strong unh- 


derpinning to the market, the authorities 


know that the stock- and property mar- 
kets have risen dangerously in recent 
years, hel ped by the monetary laxity used, 


End 19872100 








in 1985-89, to support the dollar and 


avoid a slump. If the economy weakened - 


badly, a crash would be a serious possibil- 
ity. They would like to squeeze out those 
excesses gradually through tighter money, 
but, equally, do not want to cause a crash 
by being too severe. 

Rising short-term interest rates have 


pushed the reverse yield ratio (which com: 
pares the yield on Japanese bonds to the 


earnings yield on equities) to levels higher 
than they were in November 1989. Then 
(see chart), the yield on government 
bonds was 3.3 times the average equities' 
earnings. Now bonds pay 3.5 times as 


much as shares earn. That compares with 
an average for the past three years of 2.8. 


Although there is no strict link between 
the ratio and share prices, the higher the 
ratio goes the more likely investors are to 
move out of over-priced (and thus low- 
yielding) shares. Just before the crash of 


‘October 1987 Japanese bonds yielded 
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over four times as much as equities; two 
months later the ratio was down to 2 
times. À comparable fall would bring t 
stockmarket index down below 34,000 

Trading volumes during the fal | 
partial recovery on January 17th ł 
been a paltry 400m-600m shares. TH 
around a third of normal levels. Such 
turnover makes the market, and espe 
the Nikkei index itself, vulnerable 
manipulation. 

Launched in. 1949 by Nihon. Ke 
Shimbun, Japan's main: financial daily, 
Nikkei is a daily average cal 
the prices of 225 stocks 
1,164 listed on the first sectio 
And while the Tokyo Stock: 
or Topix (a weighted-average ofa 
on the TSE’s first section), is favo 
the professionals, it is the older an 
familiar Nikkei that grabs the head 
What is usually forgotten is tha 
Nikkei is an unweighted avera 
Financial stocks, for insta 

count for a third of the stockma 
et's capitalisation, but represe 
only an eighth of the Nikkei ave 
age. Tiny companies such as Godo 
Shusei, a sake-brewer with its mair 
outlets in Hokkaido, carry as much 
clout in Nikkei terms as mighty 
Toyota. Creating portfolios. tha 
merely track the Nikkei index has 
made matters even worse. A flurry 


the Nikkei’s 29% rise during 1989. 
wound the Nikkei up to its record 
high in late December. Then came 
theunwinding. — | 
That selling was started whe 
the latest plausible story design 
to puff shares was rumbled. Follo 
ing President Gorbachev’s decl 
tion last November that the . 
war was over, the market almost fell « 
itself to buy “red chips”. Any comy 
that might feasibly benefit from increas 
trade with the Soviet Union was ram 
ruthlessly. Only in mid-January did 
Tokyo markets realise just how thin ti 
ice is under Mr Gorbachev. 
And under their own governmen 
Campaigning for the general election « 
February 18th has now begun in earne! 
The pro-business Liberal Democrat 
party, which has run Japan continuous i 
for the past 34 years, blotted its copybook 
badly last year. Voters remain angry about 
the party’s bribery scandals, its hes ; 
promise about not introducing new tax 
and its steadfast refusal to change its arr 
gant money-grubbing ways. To teach it 
lesson, they gave the Socialists a lands 
victory in the upper-house election läsi 
July. The Liberal Democrats’ re-electio 
in the more important lower cd ne 
month is far from certain. 
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European monetary union 








Here come the Germans 


"THE president of West Germany's cen- 
-A tral bank, Mr Karl Otto Pöhl, returned 
the debate on economic and monetary 
ion with a splash on January 16th. He 
IE a speech in Paris to describe in detail 
- what a Bank of Europe would have to look 
like if it was to do a good job and thereby 
win his approval. It seems it would have to 
look a lot like his own Bundesbank. 
— Mr Pohl wants to move minds in ad- 
vance of the inter-governmental conference 
On monetary union that Europe's leaders 
" ave promised to stage before the end of 
this year. The conference might be derailed 

y doubters, notably Britain; Mr Robin 
Leig Pemberton, the governor of the Bank 

of England, also gave a speech on January 
16th, warning as always against undue haste. 
. But the conference could be an event of his- 
_ toric importance. 
= Its job is not just to chat about the dif- 

nt approaches to economic and mone- 
tary (EMU), but to make concrete choices. 
Governments might decide, for instance, to 
d the EC treaties to allow for the cre- 
. ation of a European central bank and in due 
- course a single European currency. 

Are Mr Póhl's demands of any such sys- 
tem so strict and hence far-fetched that he 
. too should be deemed an EMU-sceptic, albeit 

a wilier one than Mr Leigh-Pemberton? 
. Judging by this speech, no. 

Mr Pohl said he wished that govern- 
ments had postponed detailed talk of EMU 
until they had completed their other re- 
d forms (the liberalisation of capital markets, 
-. Project 1992 and all that). But at the same 

time he disagreed with the British Trea- 
.surys most fundamental objection to 
he idea that monetary union under a 
ingle central bank is nonsense except 
gside a much closer political union. In 
Ar Póhl's view, monetary union would have 
n "adequately democratic legal base if it 
ne about by an agreement between demo- 
cratic governments, if the agreement were 
ratified by democratically elected parlia- 
ments and if the system were provided with 

- & clearly defined mandate". 
— Overall, Mr Póhl's message was that 
building the right sort of EMU is indeed feasi- 
ble, if difficult. The overriding requirement 
is that a new European central bank should 
as averse to inflation as is the central 
it in effect already has—the 
| Bundesbank. The crux of this, as at his own 
— bank, would be protecting the newcomer's 

- independence. 

Mr Póhl said how. A statutory guaran- 
tee of non-interference would not be suffi- 
cient. The bank's governing body would 
. need to be appointed, as in America and 
Wes Germany, on long-term contracts that 
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cut across national electoral cycles. And the 
bank would have to be granted unimpeded 
use of all instruments of monetary policy— 
in particular, the monopoly of money cre- 
ation. Only then would it be able to do what 
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William McChesney Martin, chairman of 
America's Federal Reserve between 1951 
and 1970, said a sound central bank must 
always do: "take away the punch-bowl just 
when the party gets going”. 

Greater monetary co-ordination (which 
implies loosening the Bundesbank's present 
grip on the European Monetary System) was 
stressed in the earlier Delors report on EMU. 
Mr Póhl frowns on that. Far from co-or- 
dinating separate monetary policies, he said, 
a Bank of Europe must be in sole charge of 
its own. The Delors report also talked about 
greater co-ordination of fiscal policy, argu- 
ing that governments should submit to 
"binding targets” for their budget balances. 
Others claim that such targets would be un- 
necessary or, indeed, positively harmful. 
Here Mr Póhl, in the vaguest part of his 
Paris speech, decided to hedge his bets. 

He cited the principle of subsidiarity, 
which says that tasks should be shifted t 
Brussels only if they cannot be carried out ; 
the national level; he talked of self-discipline 
reducing the need for budget rules, perhaps 
even making them superfluous; and he said 
it was unclear how Mr Delors's fiscal targets 
might be devised or enforced. But he called 
it "not very realistic . . . judging by all ex- 
perience" to believe that market forces 
would automatically provide the needed fis- 
cal restraint. 

So Mr Póhl's speech leaves this issue no 
clearer. It will be one of the most trouble- 
some points in the coming talks. 





European Bank for Reconstruction and Development 


A BEHD in the hand 


BRUSSELS 


O SANCTIFY its revolutions, Eastern 

Europe is to get its own development 
bank—and faster than seemed likely last 
month, when President François 
Mitterrand persuaded European Commu- 
nity heads of government to agree to the 
idea at the Strasbourg summit. At a meeting 
hosted by the French in Paris last week, the 
12 EC members, 14 other developed coun- 
tries and eight East European states decided 
to set up a European Bank for Reconstruc- 
tion and Development (BERD, by its French 
acronym). They hope that agreement can be 
reached in March on the bank's statutes. 
Loans could follow a year later. 

The bank will concentrate its lending on 
the private sector and on productive invest- 
ment. It will not lend for infrastructure un- 
less it would help the private sector. Like 
other development banks, BERD will be able 
to lend no more than its capital and will fi- 
nance its loans in the bond markets. The 
bank will not offer concessional credits. 


It is politics that has pushed the 34 


. countries into creating a new institution. In 


private, many have doubts about whether 
the bank is really needed. But no coun 
wants to be seen as holding back help ... 
Eastern Europe. Politics will also dominate 
the bank's work. It will apply stricter condi- 
tions to its lending than the IMF dares. 
Countries that benefit from BERD’s lending 
must be moving towards both a market 
economy and political pluralism. That 
would rule out Russia for the time being. 

The question of Russia's right to draw 
on the bank is one of three big questions 
that still need to be resolved. Russia's own- 
ing a share of the bank is not controversial, 
but few countries are enthusiastic about it 
having borrowing rights. Russian borrowing 
would dilute the bank's macroeconomic im- 
pact. The European Commission says that if 
the bank had 15 billion ecus ($18 billion) of 
capital, that would be equivalent to 26 ecus 
per person in the seven East European coun- 
tries; Russia would cut it to seven ecus. 

The size of the bank's capital is another 
cause of dispute. Gung-ho enthusiasts like 


the French would like 15 billion ecus, while 
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. Thisi is often done under the umbrella of : à company quality initiative - ~ 
; leading to a better organisational structure, more effective recruitment 


. and training of staff, improved computer sy stems and committed 
. management practices. 


| Quality in Financial Services — compiled by the PA Consulting 

< Group and published by The Economist Publications — gives you a 
framework from which to devise and di e your own quality _ 
programme. In 128 pages, the report analyses factors that are vital to 
quality management, including market research, personnel, products | 
and strategies. It cites 24 case e studies i in 13 European countries and 
deals with: 


researching the customers — to find out "T level of quality at 
service they need and expect from their bank 










relationships and remuneration structures can all help to promote 
higher standards 


monitoring and measurement of uds standards 
computer systems development management 
developing your own team and service-oriented climate 
assessing your competitors’ strategies - 


internal matters — how recruitment, training, internal “customer” 
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FUTURE TRENDS. 
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Variation 


Consolidated figures Sept.30,1989 ` 88-89 
in millions of USD (°) in BEF 


Balance sheet total 50,701 + 113% 


D posits o of customers 24997 +13.7% 
eposits of bankers 19,329 + 48% 
Loans to the private sector 21,861 + 22.5 96 


Loans to the public sector 9287 - 7.0% 
17328 +105% 


153 + 19.9 % 
11.0 + 10.2 % 





















































BBL is one of Belgium's top-banks, — by Belgian, Dutch, British and Swiss 
- adding sing, international business to com- . institutional investors, of which none has a 
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Premiumstroika 





OLITICAL-risk insurers thrive on 

upheaval. Events such as the uprisings 
in Eastern Europe, the crackdown in 
China and elections in Latin America are 
all good for business. The market is now 
worth around $400m in premium income, 
covering risks worldwide of $40 billion-50 
billion. Since the middle of 1989, special- 


surge in inquiries about cover from com- 
panies already operating (or about to start 
investing) in Eastern Europe and China. 
Although tentative, those inquiries may 
materialise into premiums over the next 
couple of years of $25m-30m. 

Leaving aside government-run agen- 
cies, such as the Export Credit Guarantee 
Department (ECGD) in Britain and the Ex- 
Im Bank in America—which are essen- 
| tially trade financiers—most political-risk 
insurance is undertaken by big public 
companies and Lloyd's of London. 


Political-risk insurers offer all sorts of 


cover. They will insure against non-pay- 
ment on contracts either by governments 
and their agents or by private buyers that 
cannot pay because (say) a country's cen- 
tral bank will not hand over the foreign 
exchange. They also offer cover against 
the confiscation of assets by govern- 
ments—either of direct or (if large 
enough) portfolio investments. Know- 
how is often written into the policy; so 
too, is personal injury or death, kidnap- 
ping and hijacking. 

Most of the political insurers sell their 
policies out of London, Paris or New 


cautious foot-draggers such as Britain and 

ierica would like 5 billion ecus. A com- 
~-~mise of 10 billion ecus is likely, with 30% 
paid up to start with. 

Nor is there agreement on how much of 
the bank each country should own. France 
proposed that the big countries—France, 
Britain, Italy, West Germany, America, Ja- 
pan and Russia—should each hold 8.5%. 
Smaller EC countries and EC institutions 
would share 19%, giving EC interests a con- 
trolling 53%. The EFTA countries and the 
seven East Europeans would each have 
6.5%, while the remainder would be spread 
among other participants. 

Some of those who came to Paris are less 
than enthusiastic for the venture. America 
objected to the haste and turned up only be- 
cause Mr Jacques Attali, President 
Mitterrand’s economic adviser and the driv- 
ing force behind the bank, told them that if 
they did not they would be excluded from 
the project. America, like Britain, is hostile 
to the bank lending to anything other than 
private-sector companies (which does not, 
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ists in political-risk insurance have seen a 








York. In London, Lloyd’s handles most. 
Its rivals include Trade Indemnity and 
PanFinancial. Across the channel is the 
so-called Paris Pool of 13 leading Euro- 
pean insurance companies. They include 
Union des Assurances de Paris, one of 
France's biggest insurance companies, 
Skandia, the largest insurer in Sweden, 
and Pohjola, the biggest Finnish insur- 
ance company. In New York the leading 
names are AIG, one of the world's biggest 
insurers, and citi, the insurance subsid- 
iary of Citicorp. 

Insuring East European risk already ac- 
counts for about 2096 of insurers' politi- 
cal-risk business and premiums may top 
$100m in the next two years as trade with 
Eastern Europe booms. Already, through 





BERDwatcher jniques 





coming owners of assets such as plant and 
machinery. Poland and Czechoslovakia 
all now have joint-venture laws. In Hun- 
gary joint ventures doubled to over 600 in . | 
the first half of 1989. | 
In trade transactions, Lloyd's and the | 
company insurers can offer more flexible | 
cover. For instance, many government 
agencies give exporters protection only 
against the credit risk of the buyer not 
paying. For insurance against other risks, 
such as getting the goods to the buyer, ex- 
porters look to the private sector. If an ex- 
porter wants to insure his cargo against 
the possibility of a trade embargo, block- 
ing his ability to deliver his goods, he has 
to turn to private insurers. | 
Often public agencies want | 
downpayments on long-term contracts be- | 
fore they offer cover. This is waived in the 
private market. Also exporters can get less 
rigid terms. For example, Compagnie 
Francaise d'Assurance pour le Commerce 
Extérieur, a French public agency, offers 
only 180-day cover for exports of pharma- | 
ceuticals. Yet some Eastern European | 
countries want up to à year to pay. | 
Insurers also hope to profit from edgy | 
western bankers, who have never worried 
much about obliging exporters and guar- 
anteeing the letters of credit of East Euro- | 
pean foreign-trade banks. There has al- | 
| 
| 
| 


joint ventures, many western firms are be- 
| 
| 


ways been an implicit state guarantee. But 
as Eastern Europe starts to divorce bank- 
ing systems from the state, bankers will 
think hard about providing the same 
guarantees for letters of credit from, say, a 
recently privatised bank in a volatile econ- 
omy such as Hungary’s. 


for the moment, leave many eligible targets). 

Initially, the European Commission 
wanted an affiliate of the existing European 
Investment Bank to meet the need. But com- 
mission officials complain that because the 
EIB failed to come up with any ideas, the 
commission had no choice but to back the 
French idea of a new institution. The com- 
mission has since managed to ensure that its 
financially orthodox plan, rather than 
France’s grandiose ideas, will be the basis of 
the new bank. 

Senior commission officials muse that 
the bank may be part of a clever French 
scheme to rival West German economic in- 
fluence in Eastern Europe. Development 
banking cannot be separated from commer- 
cial interests. The BERD will lend for projects 
and joint ventures that involve West Euro- 
pean capital. An East European organisa- 
tion trying to choose a western company as a 
partner could be influenced by the thought 
that French diplomacy was the midwife of 
the new, bountiful, BERD. 
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European mergers and acquisitions 


Bidding business 


Cross-border acquisitions involving European companies totalled at least 
50 billion ecus ($55 billion) last year, earning some $500m in fees for ad- 
visers. Fierce competition among banks for new business will end in tears 


ANKERS worried by the collapse of the 

ambitious United Airlines buy-out last 
November and the cooling of takeover fever 
in America are hoping that Europe will re- 
vive their fortunes. Spurred on by the Euro- 
pean Community's single-market project, 
companies are indulging in an unprece- 
dented shopping spree. With most of their 
equity and bond operations in the dol 
drums, banks have been falling over one an- 
other chasing the fat fees supposedly on of- 
fer in this pan-European mergers and 
acquisitions (M&A) business. Many will be 
disappointed. 

On January 15th Banque pour 
l'Expansion Industrielle (BANEXI), the mer- 
chant-banking subsidiary of France's 
Banque Nationale de Paris, became the lat- 
est institution to set up its own special M&A 
team in London. To improve its European 
coverage, BANEXI plans to open an office in 
Milan in March or April and another in 
Frankfurt later this year. Its Spanish outfit, 
which has eight M&A professionals, already 
has some large deals under its belt, including 
the acquisition in December by Bouygues, a 
French construction company, of a stake in 
Spain's Banco Central. 

Other banks are wary of going it alone 
in Europe. Firms like Hambros, a British 
merchant bank, prefer to have European 
partners to hold their hands. Although 
Hambros is a shadow of its former self in do- 
mestic M&A—not counting its role in the 
Hoylake bid for BAT—its 15-man cross-bor- 
der M&A team thinks the bank’s links with 
six other European institutions, which in- 
clude Istituto Bancario San Paolo di Torino 
in Italy and Banco Bilbao Vizcaya in Spain, 
will help it shine on the European stage. So 
far, though, the Hambros network has not 
come up with any blockbuster deals. 

Neither has Midland Bank's string of 
European merchant-banking operations, 
which includes Trinkaus & Burkhardt, a 
West German bank, and a 45% stake in Ita- 
ly’s Euromobiliare. Held back by friction be- 
tween traditional clearing bankers at head 
office and the flashy merchant bankers in 
their smoked-glass Billingsgate eyrie, Mid- 
land has yet to capitalise on its corporate cli- 
ent base; a charge that can also be levelled at 
Barclays. 

Elsewhere in Europe, banks like Deut- 
sche in West Germany and Mediobanca in 
Italy have chosen not to bid aggressively for 
cross-border deals, though they remain a 
force to be reckoned with in their domestic 
markets. In France both Banque Indosuez 


100 


and its blue-blooded rival, Paribas, have 
built up sizeable M&A teams, although these 
concentrate on shuffling companies within 
the banks' own groups of businesses. 
Consequently, Lazard Fréres' dominant 
position in the French M&A market seems 
unassailable. Last year it handled FFr75 bil- 
lion ($12 billion) of cross-border and domes- 
tic deals involving French firms, twice as 
much as its nearest rival, Paribas. Moreover, 
its links with Lazard's New York operation 
give it a near-monopoly on deals between 
France and America. Nevertheless, Lazard is 
also keen to do more intra-European M&A 


n 


t 


j 
KONR 


— 
=<, 
e 
s 
n^ 
eo: 


WITS 


ee 


Quite a crowd 


and has recently taken a majority stake in 
Biirklin, Kuna & Co., a Frankfurt-based 
M&A partnership. 

British merchant banks such as 
Kleinwort Benson and Schroders also score 
highly in the Euro M&A stakes, largely be- 
cause their British clients are some of the 
most acquisitive in Europe. S.G Warburg, 
however, does not rely on its domestic clien- 
tele alone. It has become a dab hand at truly 
international deals—those where neither 
firm involved is British. Last year, it advised 
Holland's Postbank in its merger with NMB, 
and Colonia, a West German insurer, on its 
sale to France's Groupe Victoire. 

European banks face some stiff compe- 
tition from American investment banks 
such as Goldman Sachs, Morgan Stanley 
and Credit Suisse First Boston. Morgan 
Stanley has a team of 55 peripatetic M&A 
men in London plus a band of corporate- 
relationship officers dotted around Europe 
to hunt out deals. They have been extremely 
successful. Among Morgan Stanley's deals 
last year was the sale of RJR Nabisco's Euro- 
pean biscuit business to France's BSN. 


The Anglo-Saxons dominate Europe's 
cross-border M&A market for several rea- 
sons. First, they are not linked to any par- 
ticular industrial grouping (unlike several 
continental European banks) and so avoid 
conflicts of interest. Second, they are well- 
versed in the poison-pill paraphernalia of 
the sophisticated Anglo-American M&A 
markets. And their international networks 
of offices appeal to sellers keen to auction 
their businesses to as wide a market as 
possible. 

In addition to this bevy of banks, there 
are plenty of boutiques looking for deals in 
Europe's M&A market. These include the 
Matuschka group in West Germany, which 
is part-owned by Japan's Nomura and 
America's General Electric, and Translink 
International, a Swiss-owned investment 
bank that specialises in cross-border busi- 
ness. Other Japanese institutions are also 
taking an interest in cross-border M& 
Daiwa Securities is working hand-in-glo 





with a subsidiary of France's Crédit 
Agricole to identify targets for Japanese 
firms in Europe. 

With so many firms in the field, bar... 
are trying hard to stand out from the crowd. 
BANEXI stresses its expertise in agribusiness 
and communications. Morgan Stanley's 
M&A team contains three specialist sub- 
groups which concentrate on the European 
financial, chemical and energy industries. 
Other banks stress geographical strengths. 
Hambros, for instance, is strong in 
Scandinavia. 

However, this salesmanship cannot dis- 
guise the fact that there is simply not 
enough business to go round. Banks conve- 
niently forget that the average size of Euro- 
pean deals is a mere $40m-50m. Fees from 
these barely cover the telephone bills of 
M&A whizz-kids. Moreover, many deals on 
the continent are arranged without a 
banker, perhaps with the help of a trusted 
lawyer or accountant instead. It remains to 
be seen whether banks have learnt their les- 
son from other financial fads. 
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SCIENCE AND TECHNOLOGY 
















OU may have a squeaky-clean, catalyt- 
ically converted car running proudly on 
d-free petrol. But crawl uphill behind a 
»..nt lorry and you will still be engulfed in 
black smoke. There are some 120m diesel- 
powered trucks and buses fuming around 
the world, plus an awful lot of taxis, tractors, 





We invite applications for the 1990 Richard Case- 
ment internship. lt is for a young (under 24) 
would-be journalist to spend three months in the 
summer on the newspaper, writing about science 
and technology. Our aim is more to discover writ- 
ing talent in a science student than scientific apti- 
tude in a budding journalist. Applicants should 
write a letter introducing themselves (and indicat- 
ing how they can be reached by post and by tele- 
phone), along with an article of about 600 words 
which they think could appear in the Science and 
Technology section. They should be prepared, if re- 
quested, to come for an interview in London or 
New York in late March. Applications must reach 
us by March 10th and should be addressed to: The 
business affairs editor (re Casement internship), 
The Economist, 25 St James's Street, London 
SWIA IHG. 
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Gassing truckers 


a 
boats and trains, as well as other diesel 
machinery such as electrical generators 
and bulldozers. The bad news is that al- 
though cleaner diesel engines are on the 
way—indeed, they may be cleaner than the 
cleanest petrol-driven cars—it could be de- 
cades before all the old, smelly ones expire. 
The good news is that even old diesel en- 
gines might be converted to run on a rela- 
tively cleaner cocktail of 10% diesel and 
90% natural gas. Drivers could fill them up 
from gas cookers. 

The difference between a diesel engine 
and a petrol engine is simple. Diesels rely on 
heat generated by compressing air in their 
cylinders in order to ignite fuel. A petrol en- 
gine uses a spark plug. Rudolph Diesel, a 
German engineer, patented his engine in 
1892. His first idea was to fuel it with pow- 
dered coal, a waste product from mines. A 
brilliant idea, but his first engine blew up, so 
he switched instead to the form of heavy liq- 
uid petroleum that now bears his name. 

Diesel engines need to work at greater 
pressures than petrol engines, otherwise the 
air in the cylinder will not get hot enough to 







ignite the fuel when it mixes with the air. 
This means that diesel engines have to be 
more robust, which makes them heavier and 
more expensive. 

But they are also more efficient: the fuel 
is more tightly compressed in the cylinders, 
so when it explodes it does so more thor- 
oughly. Diesel is also a cheaper fuel than pet- 
rol because it does not need to be so pure, 
and is thus less expensive to refine. Taxi 
drivers, bus companies, road hauliers and 
others find diesel engines irresistibly reli- 
able. With regular mainte- 
nance, they can go on and 
on: some of London's fam- 
ous red diesel-powered dou- 
ble-decker buses have 
clocked up Im  miles— 
equivalent to driving to the 
moon and back, twice. 

Diesel fuel has its envi- 
ronmental advantages. It 
does not have lead addi- 
tives, and emissions of car- 
bon monoxide and hydro- 
carbons are low. The small 
diesel engines in cars also 
emit lower levels of nitro- 
gen oxides (NOx), the most 
troublesome of the gases 
that cause acid rain. But— 
and it is a big but—because 
of all the big diesel engines 
in trucks and buses, about 
half the NOx emissions from vehicles 
in Britain are reckoned to come from diesel 
engines. 

And diesel engines tend to billow 
smoke. Unlike petrol in the carburettor of a 
petrol engine, diesel is not first mixed with 
air but is injected straight into the cylinders. 
The power of the engine is then controlled 
by changing the flow of fuel instead of open- 
ing or closing the throttle in a carburettor. 
This means that the mixing of fuel and air is 
rarely complete, particularly when the en- 
gine is under heavy load (as when a lorry 
driver stamps his foot on the accelerator to 
climb a hill). So the engine emits small sooty 
particles of incompletely burnt fuel. Most of 
the smoke from vehicles in urban areas 
comes from diesel engines. 

The muck can be fought with high-pres- 
sure fuel-injection systems and better cylin- 
der design. Engine makers have also tried 
out particle traps, which work like filters in 
the exhaust pipe. The snag is that they need 
to be cleaned by burning off the particles. 
One idea is to use two traps and switch be- 
tween them, so one trap filters while the 
other burns. Despite years of research, the 
traps are still unreliable. 
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Further improvements in catalytic con- 
. verters may help. The big problem i is that 
e sulphur in diesel fuel poisons conven- 
Li ional catalysts. America's Navistar uses a 
- catalytic converter in a “smokeless diesel" 
— which, it says, will meet the toughest pollu- 
tion standards of the mid-1990s. Its success 
ill depend on a wider distribution of low- 
- sulphur diesel fuel, which is so far available 
only in eco-mad southern California. 
= _ Lorry makers are also looking into novel 
els, such as methanol. Futuristic engines, 
_ like ceramic gas turbines and adiabatic die- 
sel engines, are being developed. An adia- 
_ batic engine would use more of the heat gen- 
erated in its combustion chambers for 
. power and would not need a cooling system. 
-. Both types of engine would need to be built 
_ from new-fangled ceramics in order to with- 
stand higher temperatures. Unfortunately, 
ceramic engines that are not too brittle still 
seem a long way off. 
While the development of new engines 
continues, it makes sense to try to clean up 
existing diesel engines that have useful lives 
a ead of them. Many petrol engines can 
- readily be converted to run on alternative, 
cleaner fuels—such as alcohol, liquefied pe- 
oleum gas (propane) or compressed natu- 
ral gas. But a diesel engine has no spark plug 
5 vith which to ignite trendy fuels. 
Still, it is possible to use two fuels—nat- 
ral gas as the main one, ignited by a small 
flow of diesel. The idea is hardly new: Mr 
Diesel himself thought of it. Some large die- 
- sel engines on tankers carrying liquified nat- 
ral gas run on the gas boiled off from their 
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cargo. A Canadian company, AFS Interna- 
tional, based in Calgary, Alberta, reckons it 
has developed a dual-fuel system that can be 
used to convert diesels to run on about 10% 
diesel fuel and 90% natural gas, for between 
$3,000 and $7,000. 

At the heart of its system are high-speed 
solenoid valves that meter, time, distribute 
and inject the gas into each cylinder. The 
valves are controlled by a microprocessor 
that varies the mix of gas and diesel for start- 
ing or when it needs to rev up. The system is 
being used in various trials around the 
world, including buses in Rio de Janeiro. A 
trial with London taxis is planned. 

One of the big advantages of the system, 
according to the company, is that a driver 
can switch to running wholly on diesel 
whenever the naturalgas tank is empty. 
This gets round the problem of drivers fight- 
ing shy of a new fuel for fear that they will be 
marooned somewhere where it is unavail- 
able. Natural-gas pumps that can refill a ve- 
hicle in a few minutes have already been de- 
veloped for filling stations. Some companies 
have even developed small compressors that 
could recharge a vehicle overnight from a 
domestic gas supply. 

Natural gas is one of the cleanest of fu- 
els. The emissions of carbon dioxide from a 
natural-gas exhaust are at least 2596 lower 
than diesel. There is also a lot more natural 
gas around than was once thought. In the 
past decade known worldwide reserves have 
soared by more than 5096—enough to last 
60 years at present rates of usage. Britain's 
Customs and Excise—never one to miss an 


The virtues of obesity 


LITTLE medical knowledge can be a 

particularly dangerous thing. First 
small piece of knowledge: many people get 
fatter if they give up smoking. Second 
small piece: being fat is bad for you. Some 
smokers use these facts as a justification 
- for not giving up. They err. 

Nobody doubts that people who give 
up smoking do very often put on weight, 
partly through increased appetite and 
partly for reasons that are still obscure. 
The extra weight does carry increased 
risks—of heart disease, forms of diabetes 
and rheumatoid arthritis. The dangers of 
smoking cigarettes include higher risks of 
lung cancer, bronchial disease, heart dis- 
. ease, strokes and peptic ulcers. A statisti- 
cian, Dr Goya Wannamethee, and Dr 
Gerald Shaper, a professor of epidemiol- 
ogy at the Royal Free Hospital in London 
have sorted out the two types of risk, by 
looking at some data from the gargantuan 
British Regional Heart Study, a cornuco- 
pia of medical data paid for by the British 
Heart Foundation. 
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They looked at death and its causes 
among 7,735 men aged 40-59, taken from 
the registers of family doctors in 24 British 
towns, and compared them with the 
men’s weights and smoking habits. The 
findings showed clearly that while obesity 
had its risks, they were lower than the 
risks run by smoking 20 cigarettes a day. 
Even gross obesity was found to be better 
than smoking (not because gross obesity is 
not so bad after all, but because smoking 
is really awful). The study involved only 
men, but Dr Shaper thinks its conclusions 
apply to women too. The temptation to 
keep one’s figure by smoking may be 
stronger for women. 

Smoking pipes or cigars is certainly 
better than smoking cigarettes, and may 
be only as bad as being fat. Oddly, accord- 
ing to Dr Shaper, other studies have 
shown that those who give up cigarettes 
and take up pipes or cigars seem to remain 
in as much danger as when they smoked 
cigarettes. This might be because they in- 
hale smoke in a way that those who have 





Opportunity to tax—has already decided 
that users of natural-gas vehicles should pay 
a duty of 10.22p a litre. How the taxmen 
would collect it from vehicles refuelling from 
a gas cooker remains to be seen. 





Catalytic chemistry 
Fixing it 


ATURE'S chemistry is subtler than 

man’s. It allows plants and animals to 
do inside their delicate tissues what people 
do in large chemical reactors at inhospitable 
temperatures and pressures, and thus turn 
dull but common chemicals into the stuff of 
life. Chemists, of course, would like to do 
the same. 

Take nitrogen and carbon dioxide 
—both rather inert gases, incapable of dk 
ing much in the way of chemistry. Natur 
uses these moribund molecules for two of 
the basic biological processes: photosyn- 
thesis and nitrogen fixation. In photosyn- 
thesis, energy from sunlight is used to pump 
electrons into carbon dioxide, so that it can 
combine with water to form carbohydrates. 
Carbohydrates are the ultimate power 
source for all life. In nitrogen fixation, en- 
zymes called nitrogenases use metals—iron 
and molybdenum are especially popular—to 
pump electrons into nitrogen, helping to 
convert it into ammonia. Only a few plants 
and bacteria can perform this chemical le- 
gerdemain; but there are enough of them to 





Nice men give cream cakes 


never smoked cigarettes do not. So, al- 
though a case could be made for continu- 
ing to smoke in order to avoid obesity if 
you are a slim, moderate smoker of pipes 
or cigars who has never smoked cigarettes, 
everybody else should throw away their 
smokes and loosen their belts. 
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Andrew Buxton, vice chairman and 


managing director, details how Barclays 1s 
leveloping its global corporate banking 
capability for increasingly global clients 


Delivering Global 
Banking to Large Corporates 








THE GLOBAL 
OPPORTUNITY 


Popular management thinking 

iggests that all problems are 
opportunities in disguise. From our 
own experience in facing the 
challenge to become global, this is 
certainly true. 


Barclays’ drive towards ‘globalisation’ 
has been with us now for almost a 
decade; time enough to become embed- 
ded in our corporate culture. Judging 
from the established success of our 
Global Treasury Services and Corporate 
Division and confirmed more recently 
by Barclays de Zoete Wedd (BZW), it 


is a strategy that has produced excellent 
rewards. 


This global focus is at the heart of our 
long term strategic plan, which states 
that from our European homebase, 
Barclays aims to be the best regarded 








and among the most profitable of global 
banks by the year 2000, providing a 


worldwide service to global and multina- 


tional companies. 


Standard bearers of this thrust are our 
Corporate Division, Investment Bank 
(BZW) and Global Treasury Services 
but let me concentrate on our Corporate 
Division, since it focuses exclusively on 
the large corporate sector. 


$$ WHAT ARE GLOBAL 
COMPANIES? 


So how do we define the companies that 


make up the international corporate 
sector? 


* International Companies we define 
as those with sales or assets deployed 
in more than one country. 


Multinational Companies are those 
which establish businesses in other 
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countries, give them considerable 
independence, measure performance 
mainly by each country bottom-line, 
allowing few levers to affect key 
business functions in other countries. 
Multidomestic is sometimes a better 
description than multinational. 


Global Companies on the other 
hand have a high degree of strategic 
integration. A business in one 
country therefore has considerable 
ability to influence key business func 
tions in another. Country profitability 


is not the most appropriate measure 
of performance. 


Barclays itself is predominantly a 
multidomestic company at present but 
in Corporate Division, BZW and Treas- 
ury Services we are moving rapidly 
towards fulfilling our global ambitions. 
Naturally we sympathize with all those 
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„and understand their changing financial 
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Exchange ina import controls, widely 
liffering national tax regimes, laws and 
"ustoms, are a few of the external 
barriers. However, more subtle and 
insidious are the internal hurdles that 
esult from national laws and tax 
legislation C (tending to encourage local 
xrofit centres) and from the traditional 


portance placed on ‘country manag- 





; A global division - product or r market- 
segment based - will find it hard to win 
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. companies facing this complex challenge 






recognition over a national balance sheet 
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BARCLAYS 
SYNDICATIONS 


Syndication and 
Asset Sales 


and profit and loss account, if all it can 
offer by way of self-jusufication are 
market share statistics, and a manage- 
ment prepared transnational balance 
sheet and profit and loss account. 


Given these realities, should we at 
Barclays relegate globalisation to the 'too 
difficult basket and retire to our 
national niches? I think not - after all, 
niches can become lonely tombs. 
Instead, we have presented ourselves 
with the challenge to expand our 
integrated Global Banking Service, 
aiming at global or 'globalising' 
companies. 


THE GLOBAL 
CHALLENGE 


In this, we are not yielding to the 
temptation to build.a whole new bank 
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Access to the liguidity of the 
International wholesale foreign 
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and cost structure centred on a new 

marketing focus, no matter how tantaliz 
ing that market might appear. In ' 
developing our global corporate strategy 


Barclays aims to 

be the best regarded 
and among the most 
profitable of global 


banks by the year 
2000. 


















there will be no single Barclays 'big elements will be justified on cost ordination and co-operation between the . 
bang’, no formation of new companies grounds. Until then, we shall continue different global businesses which has 

or divisions and no disruption to long- to strengthen the high level of co- already been so productive. 

standing relationships with clients. 


After all, we already have an increas- We S. hall continue to S creng then the high 


ingly Global Corporate Division, an 
existing Global Treasury Division and a 
successful international Investment 
Bank, each serving the same market in 
differing ways. As a truly global busi- 
ness develops at Barclays — indeed as 
our global clients grow — a time will 
come when full integration of these 





OUR CORPORATE 
DIVISION 


As far back as the mid-70s, Barclays - 
was heading towards globally ao 
marketing to the large corporate sector, 
via a network of business co-ordinators : 
at a senior level. From this grew the | 
Corporate Division, which has now ` 
been handling the global oe for 


almost 10 years. 


In the UK alone, the Division has 300 - 
Account Executives and support staff, 
taking care of the global banking needs 
of a select group of large international, 
multinational and global companies. In © 
1984 we extended this concept to New. 
York, focusing mainly on large US- — 
domiciled corporations. | 


We are further internationalising thiet 
Corporate Division by developing 
similar global units in our already well. 
established Corporate Banking Centres 
in Paris, Hong Kong and Tokyo. Mor 
global units in other countries will be 
added but for the present the hub of o1 
global banking operation is London, 
New York, Paris, Hong Kong and 
Tokyo. 


The legal, regulatory and accounting | 
barriers to full integration of these five 
centres will of course remain but of far 
more relevance are the shared values ^ 
and systems which bind them together 
Among these is a shared belief that 
Account Executives should specialise i: 
a particular industry, as only through a 
full understanding of our clients' ! 



























































industrial areas can we provide appro- 
priate and creative solutions to their 
“needs. 


Industry knowledge is pooled across 
national boundaries. Specializations 
"include Energy, Utilities, Mining, Aero- 
space, Automotive, Manufacturing, 
Property, Shipping, Construction, 
Electronics, Chemicals, Foods, Drink, 
Commodities, Financial. Institutions, 
Retail and Media. There. isan interna- 
tional commitment to training; Account | 
“Executives from around the world have - 
attended our training centres both in 
London and New York where they have 
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the Account Executive is placed in the 
"country where his or her client has their 
“primary base. Their task is to work in 
harmony with the client's business 
strategies, developing creative financial 
solutions. i 


of the decision-making process in the 
Account Executive' s country. They 
attempt to anticipate client needs and 


power to grant new facilities independ- 
ently. Naturally; information systems are 
l critical. We have : a : global $ reen-based 
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Where credit is required, we place most _ 


| Within broad parameters are then given | 





messaging and information network, 
accessed and updated by Account 
Executives worldwide. 


Although global management is centred 
in London, Divisional Management 
meetings are held in all five centres, 
reinforcing integrated global account 
management, relationship and product 
planning and marketing. 


THE ROLE OF 
THE ACCOUNT 
EXECUTIVE 





While providing credit is still important, 
~it is now just one strand of a complex 


< web of financial prescriptions designed 
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to meet large corporate demands. 
Increasingly, these solutions must be 
tailor-made and all banks are delving. 
deep to find new ways to add value for - 
clients. | 


. The traditional bank manager is a 
creature of the past in the large corpo- 
rate sector. Our aim is for Account 
Executives to have a firm grasp not only 


of the financial and tax regimes in all 
major nations. but also of the full range - 


_ of banking products including Syndi- 


cated Loans, Multiple Option Facilities, 


~ Long Term Fixed Interest Debt, 





| Member of IMRO. 





Convertibles, Swaps, Caps, Collars, 
Export and Project Finance, Leasing, 
and much more besides. 


But no single Account Executive can 
handle every aspect of each specialised 
field. So what can he or she add of 
value from their position in the midst of 
the Barclays’ matrix of products, 
solutions, markets and countries? What 
they can achieve is leadership and co- 
ordination of a Barclays Task Force, 
drawing on the people and skills of our 
Treasury, Investment Bank, Leasing 
Company, UK and Overseas operations 
and many more. We call this ‘Team 
Barclays’; a team uniquely constituted 
for each opportunity to help the client. 


As Team Leader, the Account Execu- 
tive is ‘Barclays’ as far as their client is 
concerned, and just as important, they 
represent the client to all other elements 
of the bank; for all operations they are 
the focal point. Their leadership has 
made Barclays large corporate banking 
the most highly-rated in the UK and it 
is this leadership which we believe will 
play a crucial role in further globalisa- 
tion of Barclays. 


' WHAT OF THE 
FUTURE? 





As you might expect, we are proud of 
the present excellent reputation which 
our Account Executives, products and 
services enjoy but we are not compla- 
cent. We know that the strategy for 
many international businesses is increas- 
ingly played on a global scale and we 


. aim to be significant and winning global 
players. 


If we get this right - and we firmly 
intend to - our major corporate custom- 
ers throughout the world should see a 
further marked improvement in our 
ability to help them identify and solve 
their needs by the innovative use of the 
world’s major financial markets. 


. This Briefing hi s been prepared as a service to everyone interested in finance by 
Barclays Bank Public poner Ci iioi 54 Lombard Street; London. EC3P 3AH. Tel: 01-626 1567, Ext. 4374 





ensure that some nitrogen from the atmo- 
sphere is "fixed" as fertiliser in the soil. All 
proteins start off as fixed nitrogen. 

To perform these tricks, cells use pro- 
teins, long and contorted molecular chains 
thousands of times larger than a carbon-di- 
oxide molecule. Over billions of years, these 
molecules have evolved into magnificently 
capable catalysts. However, only a small part 
of the protein is actually involved in abet- 
ting chemical reactions. 

It is this “active site" which fascinates 
chemists. If they could mimic its action with- 
out needing to recreate the complexities of 
the protein in which it is usually found, they 
would have magnificent new tools for their 
work. A West German team has used ideas 
about the shape of the active site in 
nitrogenase to come close to emulating it. 
Japanese chemists, working with similar 
nitrogenase models, are finding ways of do- 

things to carbon dioxide, too. 

Left to themselves, iron atoms happily 
give up their electrons. In the everyday wind 
and the rain, the electrons are given up to 
oxygen, and the iron rusts. As car owners 
know, ordinarily this process is irreversible. 
In order for iron to do its work in active 
sites, though, ways of replenishing its elec- 
trons are needed. 

The key to altering the chemistry of iron 
is to surround it with atoms and groups of 
atoms that alter iron’s electronic properties 
and control the approaches of other mole- 
cules. In nitrogenases four iron and four sul- 
phur atoms are arranged in a cube. Each 
face has iron atoms in opposite corners; so 
each iron atom has three sulphur neigh- 
bours, and vice versa. It seems that this ar- 
rangement allows iron to shunt electrons 
around much more effectively than when it 
is on its own. The sulphur helps electrons to 
and from the iron. But how are they added, 
along with hydrogen, to the nitrogen in or- 

to make ammonia? Dr Dieter Sellman 
anu his team at the University of Erlangen- 
Niirnberg in West Germany have made a 
model compound that sheds some light on 
this process. 

Chemists have long thought that the 
first step ought to be the way nitrogen takes 
up two electrons and two hydrogen ions to 
make diazene. But diazene is extremely un- 
stable on its own. Dr Sellman’s new model 
shows how it is stabilised. His model mole- 
cule consists of an iron atom surrounded by 
four sulphur atoms; there is a nitrogen atom 
across the top. Add the air and the chemical 
hydrazine, and diazene is formed, simulta- 
neously bound to two of the iron-sulphur 
complexes. These complexes stabilise the 
diazene and protect it from outside interfer- 
ence. Much the same may be going on in the 
nitrogenase active sites; they would provide 
a comfortable niche for diazene to fit snugly 
into and thus avoid chemical attack. 

Meanwhile, in Japan, Dr Hiraki Okuno 
and his team at the National Chemical Lab- 
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oratory for Industry at Tsukuba, have made 
another model of nitrogenase. They have 
found a different way of putting together a 
cube of four iron and four sulphur atoms. 
They find that, under some conditions and 
with other things present, their iron-sulphur 
cubes can turn carbon dioxide into a com- 
pound called an oxazolidone. The other 
chemicals, molecules containing nitrogen 
and sulphur, also play a part in making the 
oxazolidones, which consist of a five-mem- 
bered ring of carbon, nitrogen, and oxygen 
atoms. The species of oxazolidone can be 
chosen by changing the initial ingredients, 
so many different oxazolidones can be pre- 
pared. Since some oxazolidones are useful as 
antibiotics, fungicides and anticonvulsants, 
Dr Okuno's cubes of iron and sulphur could 


prove to have widespread use. 





Dolphins and climate 


Long in the tooth 


OLPHINS ' teeth, like the growth-rings 
of trees, come in discrete layers. For 
dolphins, as for most mammals, one layer of 
mineral-rich dentine in a tooth usually 
equals one year's growth. As with trees, the 
thickness of the ring can vary depending 
upon how much the animal has grown. 
The rings can reveal more than just age. 
Old pines close to California's San Andreas 
fault record its major tremors in their rings 
because a quake can affect the width and 
composition of the ring that year. It emerges 
that dolphins' teeth can also tell tales about 
the environment. 
Dr Silvia Manzanilla, of the zoology de- 
partment at the University of Guelph in 
Canada, has shown that teeth can record 
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And he does weather forecasts 


SCIENCE AND TECHNOLOGY 


turmoil in Pacific waters. She collected teeth 
from dusky dolphins, Burmeister's por- 
poises and bottlenose dolphins, all caught 
by fishermen in Peruvian waters. By slicing 
and grinding the teeth—each one no more 
than a centimetre long—the dentine layers 
can be examined with a microscope 

polarised light. Of the 18 mature female 
dusky dolphins, 15 had teeth with an un- 
usual dentine layer. Low on calcium, 

laver was consistently around 75 microns 


thick—half the normal thickness. And it - 


was always the layer deposited in 1983. 
Yet only one male out of 14 had such a 
layer, while none of the Burmeister's por- 


poises or bottlenose dolphins had it. Dr 


Manzanilla links this unusual dentine layer 
with the 1982-83 El Nino event. El Nino is 


an irregular warm ocean current that flows 


from the central to the eastern Pacific when 


the easterly trade winds fail. El Nino's un- 


usually high sea-surface temperatures 
saltiness—coupled with low levels of oxygen 
in the water—can last for up to 18 montt 
The last big one was in 1982-83, when it 


raised sea-surface temperatures by as much 
as 10°C, destroyed 80% of the coral reefs off 


Panama and cut Peru's GDP by 5% by killing 
its anchovies. 

How did it affect the dolphins’ teeth? Dr 
Manzanilla reckons that—like Peru—the 
dolphins were missing their anchovies. The 
1982-83 El Nino laid waste the ocean plank- 
ton off Peru, and the anchovies, which live 
on it, were driven south, driven deeper or 


just died. Anchovies are the staple diet of. 
dusky dolphins—they eat little else—and 


their supply would have been almost non- 
existent during El Nino. Hence the low cal- 
cium "1983 layer" in their teeth. 
Burmeister's porpoises and bottlenose dol- 
phins probably lack such a layer because 
their diet is more catholic. Anchovies make 
up only half of the diet of Burmeister's 
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porpoises. = 
Why should the El Nino layer be con- | 
fined to mature female dusky dolphins? | 


Maybe the males have more calcium even 
when food is scarce. All mammals find it dif- 


ficult to come up with enough calcium to — 


meet the demands of pregnancy and lacta- 
tion, even when their diet has a plentiful 
supply. Alternatively, males may be better at 


adapting. Perhaps they can switch prey or — 


follow the southward migration of ancho- 
vies. Nobody knows. 

Can any use can be made of environ- 
mentally sensitive teeth? Dr David Gas- 
kin—who supervised the research—reckons 
it could be used to find dates for past cli- 
matic and other environmental upsets. Sev- 
eral South American museums, for in- 
stance, have dated collections of dusky 
dolphin skulls. Their teeth could hold valu- 
able information on the timing of El Ninos 
past. And that might allow more accurate 
predictions of the El Ninos that are to come. 
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What does this mean for business? 


R evolutionary changes in East Germany and throughout 
Eastern Europe will have a profound effect on business. 
From the possible reunification of Germany to new market 
economies in Poland and Hungary, senior international 
executives must know how to respond to these events. 


At Business International's 25th Annual Chief Executive 
Officers’ Roundtable, Strategic Redirection for the 1990s: 
Corporate Leadership Under Global Change, you can 
explore the business implications of 
these critical developments with 
two of Europe's key insiders: 





Former Chancellor 
Helmut Schmidt, Federal 
Republic of Germany 

and 

Hon. Martin Bangemann, 
Vice President, European 
Commission 





Helmut Schmidt 


You will also join 100 of your peers to probe other critical global developments—such as the unification 
of Europe, the growing competitive strength of Asia and Latin America's changing business 
environment—as well as leading corporate issues. These will include the emergence of the transnational 
corporation, building shareholder value, organizing and managing for international competitiveness and 
developing a quality-driven corporate culture. 


Sponsored by KPMG Peat Marwick and Philip Crosby Associates, the CEO Roundtable is the premier 
event for senior executives of international corporations, including chairmen, chief executives, managing 
directors, chief operating officers and executive vice presidents. 

The Roundtable will be held February 25-28, 1990 at The Hyatt Regency Cerromar Beach Hotel, Puerto 
Rico. The Roundtable fee is US$3,000. For further details and registration, kindly contact Margaret Hogan 
at 212-460-0600 (telephone) or 212-995-8837 (facsimile). 


Select Speakers 


John C. Lewis, Chairman & CEO, Amdahl Shijuro Ogata, Deputy Governor, The Japan Development 
Leslie G. McCraw Jr, Vice Chairman & CEO, Fluor Bank 
William E. Bradford, President & CEO, Dresser-Rand Lars H. Thunell, Executive Vice President and Member, 
Group Executive Management, ASEA 
Per-Olof Eriksson, President & CEO, Sandvik AB 
Ra V.G in. President and CEO John A. Hinds, President, AT&T International 
Becton Dickinson go Christopher A. Bartlett, Professor, Harvard Business School 
William Shanahan, Chief Operating Officer, Philip B. Crosby, Chairman, Philip Crosby Associates 
. Colgate-Palmolive Peter O. Kliem, Senior Vice President and Member, 
"NI Katrotoshi tiani President; Nissan, Motor Corp USA Management Executive Committee, Polaroid 


Aldo Palmeri Richard L. Nolan, Chairman and Cofounder, 
Managing Director, Benetton Group SpA Nolan, Norton & Co, an information technology firm of 


Rimmer de Vries, Chief Economist, Morgan Guaranty Peat Marwick 





Business Business International 215 Park Avenue South, New York, N.Y. 10003 
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BOOKS AND ARTS 


The man apart 


Boris PASTERNAK: A LITERARY BIOGRAPHY. VOLUME 1: 1890-1928. By Christopher Barnes. 
Cambridge University Press; 507 pages; £35 and $69. 
Boris PASTERNAK: THE TRAGIC YEARS, 1930-60. By Evgeny Pasternak. Collins Harvill; 278 


pages; £15. 


Boris PASTERNAK: A BIOGRAPHY. By Peter Levi. Hutchinson; 310 pages; £17.95 





Pasternak is probably not a great poet. 
poems are not as moving as those of his 
friend Anna Akhmatova, nor as intense and 
brilliant as those of another friend, Osip 
Mandelstam. Yet Pasternak is as seminal to 
modern Russian poetry as Ezra Pound is, in 
an entirely different way, to modern English 
and American poetry; and three substantial 
biographies have now appeared to mark his 
centenary. 

Pasternak’s work broke through to the 
West at an arctic stage of the Cold War. He 
became best known there for “Doctor 
Zhivago”, which won him the Nobel Prize, 
for Literature in 1958. Completed in 1955, 
two years after Stalin’s death, the novel was 
rejected by Soviet publishers. It was pub- 
lished in Italy in 1957 and a year later, to 
great acclaim, in Britain and America; it was 
consequently denounced by the Soviet 
establishment. 

Even in early post-Stalin days, such 
treatment might have earned Pasternak a 

onged sojourn in a gulag. But he seems 

ve led a charmed life. While writers like 
Akhmatova, Mandelstam, Babel and 
Tsvetayeva either perished or were eclipsed, 
Pasternak moved steadily towards the 
heights of literary eminence. More remark- 
ably, he seems to have achieved fame with- 
out compromising either his moral integrity 
or his artistic standards. Only Dimitri 
Shostakovich, in music, equalled that. 

The poet had a lucky start in life. His 
father, Leonid, was a sought-after painter. 
His mother was a pianist with a modest but 
devoted following. Both were Jews, origi- 
nally from Odessa. Not many Jews were al- 
lowed to live in Moscow in those days; his 
father’s success, however, gave Pasternak an 
artistic milieu in which he could nourish his 
sensibilities and his talents. The Tolstoys 
were friends, as was Alexsandre Scriabin. In- 
deed, Pasternak’s early precocity was ex- 
pressed in music rather than words; 
throughout his youth, writing was almost a 
clandestine activity. 


é THE most exacting standards, Boris 
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He might have chosen music as his voca- 
tion were it not for a curious incident in- 
volving Scriabin. The composer was prais- 
ing a piece Pasternak had improvised; then 
he himself played it, perfectly, but in a differ- 
ent key. Pasternak realised that, like himself, 
Scriabin did not have perfect pitch. He 
made an instant wager with himself: if Scria- 
bin openly admitted to his deficiency, Pas- 
ternak too could hold his own in the world 
of music. If, however, Scriabin tried to waf- 
fle his way out of it, this would signal to Pas- 
ternak that he was not one of music's cho- 
sen. Scriabin gave the second kind of 
answer. From that moment, according to 
Christopher Barnes, Pasternak “evidently 
began suppressing the idea that music 


should be his life's profession." 


Along with music, a curiously idealised — 


view of women profoundly influenced Pas- 


ternak's artistic development. "There is on 


this earth’’, he wrote, 


a so-called elevated attitude 
women . . . a boundless circle of phenomenon 
which in adolescence lead to suicide . . . a ci 

of mistakes made by the infant imagination, 
childish perversions, youthful 
have been in that circle and tarried there a 
shamefully long time. 


Pasternak, writes Mr Barnes, "never com- 


towards | 


fastings...] — 


pletely overcame this proclivity . .. he was - 
in love with femininity as such and thus with — 


all who personified it.” 

This sort of ethereal cleansing of a sub- 
ject, this idealised detachment from things, 
did not apply merely to his attitude to wom- 


en. It is an essential characteristic of his writ- _ 


ing; and it also determined his survival. In 


1934 Mandelstam was arrested for writing — 
and reciting to a select group of friends, Pas- 
ternak among them, a poem that was partic- _ 


ularly unflattering to Stalin. Late one night 
shortly afterwards, Pasternak was terri 

and surprised to receive a telephone call 
from Stalin himself. Stalin wanted to know 
what Pasternak thought of Mandelstam. 
Pasternak praised Mandelstam effusively, 
but, probably by instinct, distanced himself 
from him artistically. He then said: “Com- 


rade Stalin, I've wanted to talk to you fora 


long time . . . I want to talk to you about life, 
and love." Stalin hung up. 

It was a lucky escape; he must have felt 
the hot breath of the tiger on his face. Man- 
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delstam was not so fortunate. Neither was 


Olga Ivinskaya, an editor at Novy Mir who 


was also Pasternak’s mistress and on whom 
he based Lara in “Doctor Zhivago”. She was 
arrested in 1949 for her association with 
him, and spent five years in a Siberian la- 
bour camp. F 

Pasternak died in 1960, having lived 
through the extreme turbulence of revolu- 


tion, war, Stalin’s terror and the culturally 


debilitating Zhdanov period of the 1940s. 
He has left a rich literary legacy both of his 


own writing and of translations he under- 
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took in the 1930s, when he was in a selfim- 


posed silence. Despite occasional fudging 
and ambiguities at critical moments, his rep- 
utation as a friend and an artist stands 
unsullied. | 


The present crop of biographies in $ 


many ways complement each other. Mr 
Barnes's is by far the most rewarding of the 


three, rich both in detail and analytical in- 


4 


sight. Peter Levi's is highly readable, idio- — 


syncratic and at times irritatingly digressive. — 


Evgeny Pasternak's might have been the 
109 ^ 
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most revealing of his father’s inner life and 
work, for he had access to material hitherto 
not available to others. Alas, it is not. Mr 
Pasternak has no cohesive vision of his fa- 
ther, and seems to have mustered too many 
of his less memorable passages to be used as 
quotations. 





American business 


Just for fun 


_ BARBARIANS AT THE GATE: THE FALL OF RJR 
-= Nasisco. By Bryan Burrough and John 
Hellyar. Harper & Row; 528 pages; $18.95 


CCOUNTS of individual takeover bat- 
tles, however acrimonious, do not usu- 
- ally make good books. This effort is a mostly 
— honourable exception. Its subject is the larg- 
est takeover ever in America: the $25 billion 
leveraged buyout by Kohlberg Kravis Rob- 
erts (KKR) of RIR Nabisco, a food and to- 
- bacco giant, in December 1988. The book 
also contains enough individual examples of 
greed, egoism, conniving and sheer incom- 
 petence to stun even more jaundiced observ- 
ers of the Wall Street madhouse. 
— The two authors, who covered the take- 
over battle for the Wall Street Journal, have 
. done a solid job of American reportage; in 
other words, they tell a good story without 
getting bogged down in analysis. They have 
also managed to interview nearly all the big 
"players, often extensively. The result is a 
highly charged account with mountains of 
. detail, but also with an excessive reliance on 
. recreated dialogue. It would be nice, for ex- 
ample, to think that Warren Buffett, a leg- 
. endary super-wealthy American investor— 
usually portrayed as a homely sort of man— 
really muttered the following cynical verdict 
on the tobacco business: “TIl tell you why I 
4 like the cigarette business. It costs a penny 
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Crook-speak 


DEFENDANT says he is doing a 

bertie because the copper is a Hans 
Christian Andersen (he is going to turn 
Queen's Evidence because a policeman is 
lying). How many British defence lawyers 
will know what he is talking about? Not 
many, according to James Morton, a 
London barrister and compulsive word 
collector, who has spent 25 years compil- 
ing LOWSPEAK: A DICTIONARY 
OF CRIMINAL AND SEXUAL 
SLANG* by talking to regulars 
at the local magistrates' court. 

Mr Morton must have spo- 
ken to quantities of rogues. His 
dictionary includes contribu- 
tions from America, Australia, 
South Africa and the West In- 
dies, together with many words 
and phrases last used centuries 
ago. He has found 60 different 
names for the police alone, in- 
cluding muppets, dibbles and 
bananas—the implication being that po- 
licemen too are yellow, bent, and hang 
around in bunches. 

Rhyming slang, cockney or otherwise, 
features prominently in lowspeak, devel- 
oped as a code to confuse the bananas. 
Thus the innocent “lollipop’’: to shop, 
or inform, on someone. Regional vari- 
ants can be crucial: giving someone a 
Glasgow kiss involves administering a 
headbutt, but the Liverpool variety is 
merely a slap in the mouth. Cross the 
ocean, and meanings change radically. A 
man who gets bagged in New York will 
wake up with a hangover; in London he 
will wake up in jail. 


to make. Sell it for a dollar. Its addictive. 
And there's fantastic brand loyalty." Yet in 
the absence of the tape recorder or the 
shorthand notebook, the reader is not sure. 
The authors also report the fact that 
Henry Kravis of KKR suspected two invest- 
ment bankers working for the firm, Jeff Beck 
and Bruce Wasserstein, of leaking the news 
of KKR's initial bid to the New York Times 
and the Wall Street Journal. They do not 
disclose that one of the authors' by-lines is 
on the particular Journal article in question, 
and that he therefore presumably knows the 
source of the leak. The author has become 
part of the story, a troubling development. 
Mr Wasserstein has now demanded a public 
retraction and released the newspaper from 
protecting its sources if he indeed is the 
leaker, which he denies. He has a point. 
This book redeems itself, nonetheless, 
with its savaging of the bad old ways of Wall 
Street. The central character is Ross John- 
son, the RJR chief executive who began the 









































Crook-speak puts the complexities of 
legal jargon to shame. A carpet is an 
eight-month jail sentence, simply be- 
cause it once took eight months to weave 
one on a prison loom. For six months 
substitute "magazine", the time an aver- 
age prisoner needs to read a book. The 
American magazine (for better educated 
crooks, perhaps) lasts only 60 days. 

Derivations are included 
wherever possible, but some 
have proved impossible to 
trace. An ltalian football, for 
example, is a euphemism fora | 


bomb, but Mr Morton has no 


idea why. Nor, presumably, 
have the people who use it. 

A great deal of slang has al 
ready passed into commor 
speech, helped on by British 
television's fascination with 
cockneys. Criminal vocabulary 
in turn borrows from popular 
culture, even from advertising slogans. A 
police suspect may be just as likely to say 
“No FT" (no comment) to a searching 
question as a City pundit who has not 
checked the latest market prices. 

This book was more than just a la- 
bour of love. Quite simply, Mr Morton 
was tired of having to ask unintelligible 
clients to repeat themselves. Will the rest 
of the legal profession follow his exam- 
ple? Sadly, the prospect of m'lud know- 
ing his pikey schmo (a stupid gypsy) from 
his stoolie piker (a smalltime sneak) 
seems remote. 


Angus & Robertson; 154 pages; £3.99 





saga by greedily trying to buy his own com- 
pany on the cheap. Portrayed as a party-lov- 
ing, thrill-seeking, smooth-talking salesman, 
Mr Johnson apparently decided on a lever- 
aged buyout of RJR, a perfectly healthy firm, 
out of sheer boredom. njR's board of direc- 
tors then had to referee an unseemly scram- 
ble for control of the company by many of 
the biggest names on Wall Street, who were 
more intent on fees running into hundreds 
of millions of dollars than on the future of 
one of America's largest firms. 

The Wall Streeter who comes off worst 
is the chairman of Shearson, Lehman, 
Hutton, Peter Cohen, who is described as 
an abrasive, fee-hungry overreacher. But he 
is hardly an exception. The antics of Messrs 
Cohen, Kravis, Johnson et al make a hugely 
entertaining tale: unless perhaps you are one 
of RJR's thousands of hapless employees, ob- 
liged now to help pay off the billions in debt 
raised to acquire the company. 
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European thinkers 


Man and 
Superman 


NIETZSCHE'S ZARATHUSTRA. By C. G. Jung, 
edited by James Jarrett. Princeton University 
Press; two volumes, 1,578 pages; $130 


ETWEEN 1934 and 1939, as Hitler 

tightened his hold on Germany, the 
Swiss psychoanalyst Carl Gustav Jung was 
giving a series of seminars. His text was 
Nietzsche's “Thus Spake Zarathustra”, a 
work of nineteenth-century philosophy in 
which the Nazis found particular inspira- 
tion. These seminars have at last been pub- 
lished in book form, ably edited by James 
Jarrett, a professor of philosophy at the Uni- 

ity of California at Berkeley. 

“Zarathustra” incorporates Nietzsche's 
most famous dictum, “God is dead”. Chris- 
tianity, with its division between good and 
evil, is unsatisfactory as a moral order; Nietz- 
sche's "superman" will be beyond both. 
Zarathustra or Zoroaster, the founder of Zo- 
roastrianism in ancient Persia, was the first 
thinker to divide religion into the struggle 

een good and evil; in Nietzsche's book 
he returns to mend the split created by him- 
self. Jung took Zarathustra—who may also 
be called Christ, Buddha or even Wotan— 
as an archetype of the unconscious, and ac- 
knowledged Nietzsche as a discoverer of the 
unconscious before psychoanalysis. Yet he 
also saw the book, much of which came to 
Nietzsche when he was in a trance-like state, 
as an account of the beginnings of Nietz- 
sche's descent into madness, something bet- 
ter not made into a book at all. 

The seminars are a fascinating blend of 
the esoteric and the down-to-earth: discus- 

, for example, of England and America 
Eug Off the gold standard, and of how to 
cope with the rise of fascism in Spain, Ger- 
many and ltaly. Both Nietzsche and Jung 
have been accused of being Nazis, and there 
is much in their writings that suggests it. 
Nietzsche taught how a people could will it- 
self into destruction and war, and said that 
ordinary man—"the many-too-many"— 
must die before the superman could live; on 
the other hand he had contempt for nation- 
alism and everything German, including a 
hatred of anti-semitism. The Nietzschean 
superman may be seen as the apotheosis of a 
process which started in Germany with Lu- 
ther, continues through the work of Goethe 
and Mann and is encapsulated in the ideal 
of the Bildung, meaning, roughly, "self-cul- 
tivation." Nazism was a gross caricature of 
this ideal. 

Jung, for his part, displayed an obvious 
sympathy with the Nazi philosophy of blut 
und boden, blood and earth. “The Jew", he 
wrote, "has never had and never will have 
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his own culture." (Freud's work he dis 
missed as "the conclusions of a Jewish psy- 
chology”’.) Yet he also said, in the course of 
his seminars, "The idea of Pagan Christian- 
ity or the German faith is, of course, noth- 
ing else than the nationalisation of God." 
United in their darker sympathies, Jung 
and Nietzsche also showed other similar- 
ities. Both were sons of pastors in revolt 
against the pieties of their early households 
and, in later life, against conventional 





Can great cinema be good history? 
Clouds of Glory 


NEW YORK 


DWARD ZWICK'S "Glory" is a good, 

even glorious, film. Whether its account 
of the exploits of a regiment of black sol- 
diers, the 54th Massachusetts Volunteer In- 
fantry, in the American Civil War is also 
good history is more debatable. Its approach 
has stirred up a row between those who like 
their facts served straight, and those who 
maintain it is better to communicate the un- 
derlying truth. 

The film's makers try to have it both 
ways. They have tampered with the facts, 
but also claim that "historic (sic) accuracy 
has been the goal of everyone involved in 
the production." Colonel Robert Gould 
Shaw, for example, the young Massachu- 
setts Brahmin (played by Matthew 
Broderick) who commanded the 54th, has 
the peak of his cap dyed to the exact Massa- 
chusetts medium green, even though it is in- 
visible in the film. On bigger issues, how- 
ever, "Glory" is far less fastidious. 

James McPherson, whose marvellous 
“Battle Cry of Freedom” won the Pulitzer 
prize for history in 1989, has noted some of 
the distortions in an article in the New Re- 
public. Shaw did not quickly accept the offer 
to command the regiment; at first he flatly 
refused it. Most of the soldiers were not run- 
away slaves; they were recruited in the 
North and had always been free men. The 
regiment's suicidal assault on a fort guarding 
Charleston, South Carolina, the cradle of 
the Confederacy, was a northward charge, 
not a southward one. It was Colonel Shaw, 
not a black soldier, who started the protest 
against the Union paying its black soldiers 
less than whites. And so on. 

Mr McPherson nonetheless describes 
“Glory” as the most powerful and histori- 
cally accurate film ever made about the Civil 
War. He thinks the story that director, pro- 
ducer and screenwriter have chosen to tell is 
as important as what they have omitted: 
“and, in that sense of ‘the underlying mean- 
ing of events’, equally true." 

Others would like accounts of historical 
events, if they purport to be accurate, to re- 
spect the facts. The problem is as rife in 
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Christianity. Both men were elitists, not of 
the crass social kind, but of consciousness 
and intelligence. Mr Jarrett sums up Nietz- 
sche as Aesthetic Man and Jung as Religious 
Man, but Nietzsche's work is fundamentally — 
the outcome of a tortured spirituality. As 
the old pope says to Zarathustra/Nietzsche: - 
“O Zarathustra, you are more pious than - 
you believe, with such an unbelief! Some 
god in you has converted you to your 
godlessness. 










The new stereotype b 
books as in films, and stems from the Ameri- — 


can tendency to see history as an inspira- - 
tional subject. As susceptibilities change, — 
bureaucrats in the education world often — 
put pressure on book publishers to amend 
history textbooks. The civil-rights struggle — 
led to the deletion of pictures of black slaves 
toiling in cotton fields: pictures of black sci- 
entists in white coats replaced them. Such 
illustrations, at odds with history, are sup- _ 
posed to correct a stereotype and give black — 
children more pride in themselves. School — 
systems have also tried to appease the femi- _ 
nist movement by, for example, persuading 
publishers to insert chunks of hagiography 
about previously obscure nineteenth-cen- 
tury women'srights advocates, many of - 
whom turn out on closer examination to 
have been mainly campaigners for temper- _ 
ance. n 
In some ways "Glory" is no less a distor- 
tion of the Civil War than “Gone with the 
Wind". Where Scarlett O'Hara and Rhett 
Butler glamorised the whites of the Confed- _ 
eracy, "Glory" dehumanises them. The men 
in grey emerge as cruel bigots. Never fora — - 
moment does the film concede that they too 
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Salon notes 


PARIS 


HE Hotel Scribe, near the Paris Op- 
era House, has been a landmark of 
exclusivity since 1861. Once the home of 
the anti-semitic Jockey Club that con- 
spired against Dreyfus, later a hidey-hole 
for the Luftwaffe High Command, the 
Scribe has always been desired as a resi- 
dence, not always by the nicest people. Eu- 
gene Scribe himself was a mediocre libret- 
tist who wrote so fast that practically no 
contemporary opera composer could es- 
cape him, save those like Smetana and 
Glinka who had distance in their favour. 
In the 1970s most of the hotel's old de- 
cor was auctioned, but it was still consid- 
ered a choice spot by Americans, includ- 
ing Orson Welles, who were scared by the 
"gigantism" of the nearby Grand Hotel. 
Scribe residents scared by the gigantism of 
Welles were apparently expected to take 
care of themselves. 
This favoured spot is now the setting 
for the Scribe Musical Hour, a new at- 
tempt to offer "the romantic repertoire in 


the traditions of musical salons". On Sun- 


days at noon 50 overdressed Parisians, 


—. were fighting for an ideal. In its early stages, 


after all, the war was not about slavery. Lin- 


... €oln said: “I have no purpose, directly or in- 


directly, to interfere with slavery in the 
states where it exists." He wanted to force 
the seceding states back into the Union. 
The Confederacy, for its part, had no quar- 


. rel with the North. It wanted to be left 


alone. 
"Glory" corrects a great historical injus- 


. tice by recalling the forgotten sacrifices of 


. the 180,000 blacks in the Union army. It 


could have done so better by sticking to the 


. facts, and not demeaning the equally gallant 
. men who fought on the other side. After 


125 years it must surely be possible to make 


a film of the Civil War that is fair to both 
.. blues and greys. 





JJ. Mesopotamian art 


Secrets of Sargon 


BAGHDAD 


HE golden baubles of an Assyrian 
queen are arranged in simple glass cases: 
armlets, anklets, necklaces, earrings of gold, 
some set with tiger’s eye and lapis lazuli. Ev- 


. ery one is a miracle of the goldsmith’s art. 


They look new; they are 2,700 years old. The 
Assyrian royal treasure from Nimrud is the 
new jewel of the Iraq Museum, now open 


again, after eight years, as a result of the 
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Aimez-vous Brahms? 
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minks and all, who do not mind paying 
$15 for an hour of music, cram into a tiny 
low-ceilinged room with acoustically disas- 
trous Japanese chandeliers. The effect is of 
being on a low-budget Asian airline, with 
vibrations coming not from jet engines 
but from the Kandinsky Quartet, a young 
piano ensemble lately working their way 


ceasefire in the Gulf war. 

This is one of the world’s great muse- 
ums. It might have been greater. The best of 
the great winged bulls from the palace of the 
Assyrian king Sargon II (c.720 BC) grace the 
British Museum; the famous Code of Ham- 
murabi, king of Babylon, on a stele of black 
diorite (c.1700 Bc), is in the Louvre. But ar- 
chaeology continues to enrich its cool, mar- 
ble-lined halls. Digging up the past is en- 
couraged by a government anxious to 
demonstrate that Iraq is not an "artificial" 
state but the successor to an ancient civilisa- 
tion. Guide books imply that Sumer and 
Babylon were "early Arab" cultures, and re- 
call that Babylon, like modern Iraq, fought 
wars against the Persians. 

As part of this exercise, the Directorate 
of Antiquities has been digging at Nimrud, 
near modern Mosul. Nimrud was the second 
capital of Assyria; there, around 830 BC, 
King Assurnasirpal Il built a massive stone 
quay along the Tigris and a sumptuous pal- 
ace covered in frescoes and carved friezes, 
some of which were purloined by Sir Austin 
Henry Layard in the 1840s for the British 
Museum. Layard, however, missed some- 
thing. 

In April 1988 Iraqi archaeologists re- 
storing the domestic quarters of 
Assurnasirpal’s palace noticed, in one 
room, three floor bricks laid vertically, not 
horizontally like the rest. Lifting the tiles to 
lay them “‘correctly’’, they found themselves 
staring into a vaulted tomb. Inside was a 
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through all Brahms’s chamber music. The 
crowd took their cue from Brahms's well- 
known love for cigars by smoking copi- 
ously at each interval. 

After the concert the musicians and 
some of the audience repaired to The 
Muses' Garden, a restaurant a few yards 
away. There they dined on stale bits of 
fish and staler cheese, washed down with | 
beaujolais nouveau. The table-talk was de- | 
voted to doing down conductors. “Daniel : 
Barenboim's leaving Paris is the best thing 
that's happened to French music in de- | 
cades. He's completely anti-musical.” 
"Lorin Maazel is worse. Orchestras are | 
petrified of him. If a musician makes a 
mistake Maazel rolls his eyes and says, ‘Oh 
you fatigue me." 

Conductors dealt with, the subject 
moved on to the hotel staff ("Don't they 
look like a road company of ‘La Cage au 
Folles'?") and the intemperance of or 
diner, a country doctor, who cheerfully | 
admitted dropping his patients to make 
cultural forays to Paris. Asked who his lo- 
cum was, he beamed “What locum?" Af- 
ter all, a few provincial deaths count as 
nothing when set against restoring "the 
romantic repertory in the tradition of mu- 
sical salons”. 





male skeleton and over 200 pieces of gold 
jewellery (among them a unique collection 
of amulets in the shape of pomegranates), 
but no inscription to reveal the man's iden- 
tity. Breaking through the floor of an adjoin- 
ing room they found a second tomb contain- 
ing the skeletons of two queens, one, Talia, a 
wife of Sargon II. Their gold armlets, crowns 
and tiny gold rosettes once sewn on now- 
vanished robes are precisely like those de- 
picted on Assyrian sculpture. The pieces are 
in flawless condition. They were pro ; 
never worn. Some 28 kilogrammes oi gund 
were buried with the two queens, along with 
alabaster jars and rock-crystal bowls. 

A third tomb contained still more trea- 
sure—and an enigma. In its antechamber 
were three small bronze coffins full of 
gold—70 bracelets, scores of earrings, sev- 
eral crowns, one of them a masterpiece of 
lacy gold adorned with lapis lazuli grapes. In 
the main tomb chamber was a large stone 
sarcophagus, its lid inscribed with the name 
of Ninlilshumi-marmani, the wife of 
Assurnasirpal Il and daughter of his chief 
courtier. It contained only sand. 

It was an ancient Mesopotamian prac- 
tice to bury the dead under their homes. 
Was the queen first buried under her palace, 
and only later removed to lie with her hus- 
band in the royal cemetery in Assur, the As- 
syrian religious capital? Archaeologists hope 
that further discoveries at Nimrud will pro- 


vide the answer. 
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presents 94 indicators of the social aspects of develop 

for more than 170 economies. While keeping the focus o 
country-by-country review, it provides nearly a third more 
social indicators and arranges them thematically. This ed jor 
gives a full explanation of sources and methods—ani 
common misunderstandings—in assessing socioeconomic 






















376 pages! ISBN 0-8018-4006-6/£22. 45. 


Tre Developing 





nds in | 
Economies 1989 


The recent economic performance of some 90 developing id 
economies, arranged alphabetically for easy reference, is | 
assessed in the World Bank's newest annual statistical series. 
Data for each country include a comprehensive up-to-date _ 
table of economic and social indicators for 1965-88. This 
volume also includes descriptive analysis for the majority 
of countries highlighting the problems and prospects 
for a country's economy and the main elements of its 
development strategy. 


544 pages! ISBN 0-8213- 1358- 4/£17. 95. 













Please mail to: THE ECONOMISTS’ BOOKSHOP, Clare Market, ds Street, Ladon WC2A 7AB. 
Mark number of copies required beside each title above, complete details below and retum ad as order form. 


Cost of books E books £ 


























= | -Card number: 
ostage: 
(1 book £2.50 + 75p for each aaa book Expiry date: 
Registration (£1. 55 if required go: Name: 
TOTAL £ : Address: 
[1 ! enclose my cheque payable to The 
Economists' Bookshop 
G Please send me a proforma invoice 
L] Please charge my Access/American 
Express/Visa card. Signature: 






THE 
ECONOMISTS’ 
BOOK: SHOP 


FAX: 01-482-4873. 


US customers may obtain in- 
formation on prices in US dol- 
lars and payment terms by. 
contacting World Bank Publi- | 
cations, PO Box 7247-8619, 
Philadelphia, PA 19170-8619, 1. 
USA, or by nid 201-225- | 
2165. : 














IN BUSIN] IS 
ADMINISTRATION. 


With an MBA degree, you | will | have the 
know-how to confront and resolve 

effectively the complex tasks that face 
managers each day. 


The training provided during the MBA 
programme at SDA Bocconi includes 
learning to work in an international 
: classroom. environment, Solving problems 








activities and developing and applying 
skills as consultants in oU acid nee 
throughout Italy and abroad. 


Admission requirements include a 
university degree and work experience. 


In 1990, the MBA will be bilingual. 
Candidates may choose to follow the . 
programme either in English or in Italian. 


Full-time attendance for the entire 
16-months (September 1990-December 
1991) is compulsory. The application 
deadline is March 15, 1990. 


For further information about the | 
Programme, admission procedures and - 
financial aid, please contact: 


SDA Bocconi - Divisione Master 
Tel. 2-8304.661 1/6614 


.SCUOLA.DI DIREZIONE AZIENDALE 
DELL UNIVERSITA LUIGI BOCCONI 





: S A ADMINISTRATION 





er x information concerning: - 


-The Management Development Seminar, now in its 


| Mountains of Vail, Colorado. 





























versity of Chicago | 
Management 
Development Seminar 


33rd year, is offered twice this summer in the Rocky 





June 24-July 13, 1990 
July 22-August 10, 1990 i 


This seminar is designed for the senior manager who holds .: | | 
responsibility. for establishing the leadership climate in an 


organization; the professional who has reached the top of. 


his or her field and is moving into general management; 

and the voung manager who has been identified as a 
potential leader. The seminar's focus is on the organiza- 
tional and behavioral aspects of management and leader- | 
ship. The three-week residential program promotes 


dialogue among managers from major national and 
international organizations, University of i facultv, 


and other distinguished experts. 


The seminar curriculum addresses i ur critical areas of | 
management dev elopment: 


W The manager as an individual : 

V Managers as leaders in the context PE their working | 
groups 

W Managers as leaders in the context of the larger 
organization and the global business world 

V Integration of learning through i issues analysis and 
complex problem solving... 


Special features include feedback on an executive 
assessment battery, a business simulation, and | a 
program for spouses. 


For further information contact: John Dreibelbis, 
Management Development Seminar, Office of Con- 
tinuing Education, The University of Chicago, ~ 

5835 S. Kimbark Ave. , Chicago, Illinois 60637, U.S.A, 
(312) 702-1058, Telex 282131; Telefax (312) 702-6814. 





Name 
Title 
Organization 

Address 
C s 
Country 














2 you Te ainga Master's in international bodies: "y not take it in the 
heart of Europe? 
We offer an intensive, twelve- month, ful Hime. programme, in n Eng! ish, 
to graduates with at least three years professionat experience. 
Our faculty is drawn from ten different Countries. 
And our location in the centre of Paris hel p attract participants from 
all over the world. . 
The melting: pot that results wiil gw ive Lagi a new vision ót Europe asa 
single entity. 3 nole m 
Just ihe perspective, in fact, that employers ale crying out fot 


2 Foe treatin contact: 






| EMB ADMI ISSIONS OFFICE, 
EAP- ECOLE EUROPÉENNE DES AFFAIRES 
108 BOULEVARD MALESHERBES, 
75017 PARIS 
TEL: 4754.65.00 (EXT 6796) 
TELEX; EAPFRAN 640611— TELEFAX: 42.67.4619 


EAY 








THE MANAGEMENT PROGRAM FOR 
EXECUTIVES A MPE a 





For some companies odav, winning at t busfiióss is is more e difficult l 
than ever before. Monopoly is no longer an option, risks 
abound, and checkmating foreign competition is hardly a trivial 
-.ursuit. And for people like you who manage these companies, 
¿che hazards of performing on an uneven playing field full of 
hurdles can be costly. The ever- changing rules of the business 


Re enn ett Her trt tries ert 


game keep dur und managers running in place. 


E 
| 
| 
H 


The Management Program for Executives (MPE) at the Univer- 

sity of Pittsburgh helps managers overcome these obstacles. It 

. ) isa fast-paced general management program designed to keep - 

`i seasoned managers challenged and involved. That's why over- 
.]. the past 40 years more than 3,000 executives from 75 countries 

. Chose the Management Program. for Executives. 


1990 SESSIONS: Tg 
APRIL 22 - . MAY 25 * SEPT. 16 - OCT. 19 


——X— — — ———— AVS (— —————— 


-To make a reservation. or obtain more information, 
please contact: 


Richard E. Headley “Telephone: (413) 648-1610 
Director-MPE Telex: fInt'1) 199126 
University of Pittsburgh Fax D 648-1693 - 

301 Mervis Hall 

Pittsburgh, PA 15260 


OSEPH M. KATZ GRADUATE SCHOOL OF BUSINES 
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One- of Europe's leading a 
university management schools, - 





Cranfield's international. repu- — 
t upon 

providing ambitious managers 

with the- skills (to ee 




















Our courses are designed - 
with quality in mind, reflec: 
ting the latest thinking in 
management development. 
Our 1990 programmt 
on Strategic Managemen 
aimed at board members 
and senior executives, 
consists of the following 
courses: M. Eos 
m Managing — Strategic 
Change: for Chief 
Executives - 3days — 1 









brochure. Or call her on 
0234 751122. 








on ramme 
26 a. March 1990 


This programme is designed for senior general, and marketing ` 
managers who are making decisions on product line policy, 
competitive action plans, strategic investment decisions, portfolio 
management and new business opportunities. — 

The programme, which is both participative and practical, 
offers a carefully designed, sequential series of topics which 
consider the concepts, detailed application, and the organisational- 
problems of managing Strategic Marketing. 

The inclusive fee for this fully residential programme is 
£1700. For a detailed outline and further information, please 
contact the Registrar, Sally Mitchell, on 01-262 5050 (ext275). 


OMM MAL GAAP A VA MAN MRNA NUR GER eee GER EROS MERC E cee SA ae AMO GN MUN SRS A ONU UAR A E S MURS TUR NATUR HEURE AUD AER et e HUP NER NUR UR RR ARA AU —— 


Please send me details of the Strategic Marketing Programme —— ECON19/1. | 
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Sally Mitchell, kanen Lovin Balinese Sb Sussex Place, 
Regent's Park, London NW1.4SA, UK. ». - 
Tel: 01-262 5050. Fax: 01-724 7875, ‘Telex: 27461 LBS KOX Gs 









 XBUSINESS ADMINISTRATION - 
. x HOTELMANAGEMENT . 
X LAW/PUBLIC ADMINISTRATION | 
* INTERNATIONAL RELATIONS & DIPLOMACY 
* COMMERCIAL ART * PRE-MEDICINE 
* COMPUTER SYSTEMS MANAGEMENT 
* PRE-ENGINEERING 


ENGLISH ¢ GERMAN ¢ FRENCH * SPANISH 


A unique pecu to study for an American degree in 
some of the major cities of Europe - London, Paris, 
Madrid, Heidelberg, Strasbourg and Switzerland. 


Schiller offers the above and other programs at its centers 
where English is the: language. of instruction and 
admission is a High School Diploma. Schiller is an 

independent university authorised. by the Delaware State 

Board of Education to award Associate, Bachelor and. 
Master degrees. 






amies 
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SCHILLER INTERNATIONAL ‘UNIVERSITY (Dept E2G) 


51 Waterloo Road - London SE1 8TX | 
el: (01) 928 8484 - Telex: 8812438 SCOL - Fax (01)620 1226 
 Vccredited member AICS Washington DC, USA) —— 


9 29 years of international education 































KIEL INSTITUTE | 
OF WORLD ECONOMICS 
Advanced Studies in International 

“Economic Policy Research 


August 1, 1990-May 31, 1991 


" Outline: 
@ compact, uip-tordate information on the most important areas of 
international economic relations through concentrated courses given 
by internationally renowned university professors and through semi- 
nars given by leading representatives of international organisations, 
|. domestic policy institutions and international corporations; 
“f°. @ profound training of skills pertinent to international economic 
< analysis, methods of empirical research, sophisticated information- 
gathering, the evaluation of economic policies and international | 
^3 business strategies; 
of) @ designed for economists holding a university degree who are 
$. interested in a career in international business, governmental and | 
^ intergovernmental organisations, academic institutions etc. 
. Courses: 
Macroeconomics in Open Economies 
Charles Wyplosz (INSEAD) 
The international Monetary System 
jeffrey Frankel (Berkeley) 
international Financial Markets 
Richard Levich (New York) and Ingo Walter (New York) 
‘international Trade: Theory and Policy 
Eihanan Helpman (Tel Aviv) 
Trade and Development Strategies for LDCs 
i O james Riedel (Washington) 
European Economic Integration 
Michael Ewemen (Brussels) and Niels Thygesen (Copenhagen) 
Methods of Applied Economic Analysis 
Gerd Hansen (Kiel) 
Political Economies in Open Economies 
Stephen Magee (Texas) 
international Corporate Finance 
Gunter. Dufey (Michigan) 





“For r detáiled: information write to: 
“Institute of World. Economics - Advanced Studies 
;Düsternbrooker ‘Wea 120: "D-2300 Kiel t: "Germany. 




























BACHELOR, MASTER, DOCTORATE 
EARN A DEGREE. Use your st experience as 
credit toward your 0 Classes, Semi- 
nars or oh-campus a P oa A oue build 
upon your experience, 

: aV me For No Cost Cvavation. 


STUDYWORKS 


Tek 01-402 9877 
Prepare effectively for the 


March GMAT 


in a course taught by American full- 










— n "GM "T wm | Taking the GMAT or GRE 
is | d exams? 
ADVICE CENTRE | 
ON — We CAN help 

For choosing an MBA course we supply 

rankings & quide books. To help with Write to: 
GMAT WE seil the Official Guide, practice Graduate Tutori als, GT AC Associates | 

papers anda course on Feb 17th. — FREEPOST, London W5 4BR 

For immediate attention contact Tel: 01-993 3983 


PasTest UK. Tel. 0565-55226 
Fax: 0565-50264 


TEACH Atrikaans Korean 

EUN NN Anant Norwegian 
YOURSELF imamin 

ONEOF ism 
40 f Le Spanish 
LANGUAGES cerman Sneon 


Tagalog 






LEARN TO O SPEAK FRI FRENCH E BY 


INONLY — oM 
60- 80 Hausa Tena | TOTAL NATURAL IMMERSION 
| vibe | ~ with French participants for 7 
O quond y aon intensive days in the DORDOGNE 
$ SAHEN Zulu s] Cháteau LA VALOUZE 
TUUIUEM 

OR WRITE FOR YOUR 7 dL. Lefevre CIEL.BP.180 

FREE ` 24490 LA ROCHE CHALAIS, France 
Oca = 3 Tei53914428 








01-937 1647 . 


Get nad for 1992 learn Ereicbaos 
at the most renowned school 


INSTITUT DE FRANGAIS 


Ow The highest quality teaching 
9 A high-level international student body 
€ A cordial, hard-working atmosphere 
e French cuisine 
$ A breathtaking setting on the Riviera 
@ A truly dedicated staf 

Daily 08.30-17.00 with 2 meals 

For adults. 8 levels: Beginner I to Advanced H 
Next 2, 3 or 4-week immersion course starts 5 February, 5 March 1990 and all year, 
INSTITUT DE FRANCAIS—EA26 

13 Ay. Gén-Loderc, 06 VILLEPRANCHE/MER, T. 93 01 88 44. Tx. 970.9808. Fs. 99769717 














uscire ee ee 


UNIVERSITY DEGREE 


For Lite, Academic & Work Experience 
vesperi a DE 
Secure Met Job oc Do 





Oar grass eared or hr cement nbs aod 
industry. We will assist you in completing your degree im 
` without formal classes or seminars at your own pace and me. 





600 N Sepulveda Bivd, t ope Cantoria & 
Phone: 213/471-0306. Telex: 182315 — 
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THE ECONOMIST 










" : ` referees, should b: 
E E = cene ECO 























UNIV ERSIT 'Y OF SALFORD 
DEPARTMENT OF ECONOMICS 


financial, idus Or management e. economics. | 


The appointment will be made within the professorial range, 

minimum £24,783; USS benefits. The University is an. Equal 

Opportunity Employer. 

Further particulars may be obtained. from the Registrar, Universi- 

| VT. Telephone 061 745 5000, ext 4084, to whom 
uding the names and addresses of three 

arded by 28 February 1990. Please quote 





“DAVID DALE. 
CHAIR OF ECONOMICS 


Applications are invited for the vacant David Dale Chair in 
the Department of Economics. This Chair is one of two 
established Chairs in the Department and the University 
wishes to make an appointment either within one of the 
existing departmental areas of research or within another 
cognate area. On the filling of the Chair the University 
expects to release a Readership which would be considered 
in relation to the field of the Professorial appointment. 

The Department's principal research interests currently lie 
-in the three broad areas of money and finance; labour 
markets and human resources; and economics of the 
environment—including safety. Applications would also be 
welcomed from candidates with research interests in the 
areas of industrial economics; international economics or 
experimental economics. In addition to a strong research 
record the person appointed will be expected to develop 


~ ad contribute to the teaching of economics. 
q <he University expects the appointee to be capable of 


assuming responsibility for the headship of the Department 
if required to do so in accordance with current arrange- 
ments for the rotation of headships. | 


Salary will be at an appropriate point on the Professorial 


" E - salary scale. 
| Further particulars may be obtained from Miss J. M. 
i sity, 6 K 





Kidd, Deputy Reg 


AVAILABLE 


ted. ‘Canadian. “fer: 
lenging position. Jour: 


‘sional socks 
nalism/Communication- background. 


Seven year tional working as 
Er pm Excellent writing è 
ps e is. wiin 03. to relocate. Telephon 
| 613722-5908 (Ottawa, Cai 





| all Group Com 


diversified c communications y roup, with o over r30 000 
employees, is amongst the world s leading E 
multi-media publishers. 


Reporting to the Deputy Chairman your 
responsibilities as Financial Analyst will extend to 
anies in me U. K. and overseas. 





The top priorities will be: 


x To report and make recommendations on the 
financial and business plans of the Group's 
trading subsidiaries. ü 


* To analyse and report on Company and Group | 
Strategies including existing businesses, potential - 
acquisitions and joint ventures. 


* To analyse market sectors and assess 
profitability of existing and new markets. 


* To build a database of Group Companies with 
standard reporting formulae for key financial 
information. 





Age 25-30, you will bea recenti qua qualified chartered 
accountant or MBA, able to wo ecti ively atthe 
i ny ent Tree business whilst 












yc inc Suding: French would be a distinct 
advantage. 


The salary and overall benefits package will be | 
negotiable and present no restriction to attracting th 
right candidate. 


Please apply, with full details of qualifications, 
experience and salary history to: 


— —— Sarah Nurse, Assistant to Kevin Maxwell, 
Maxwell Communications 
33 Holborn, London ECIN m | 








THE UNIVERSITY OF TORONTO 


DIRECTOR 


Institute for International Programs 


The University of Toronto invites applications for the 
position of Director of the Institute for International 
Programs. 


The mandate of the Institute is to promote and support 
internationally-oriented research, scholarship, and teach- 
ing among University of Toronto faculty. The Institute 
seeks a Director with strong administrative and interper- 
sonal skills. Academic experience and/or knowledge of the 
academic enterprise, including research in international 
affairs, are important qualifications. As well, experience in 
dealing with international agencies is a desirable asset. 
Specific terms of the appointment are negotiable. Remu- 
neration will be commensurate with experience. 


Written applications for the ponton, accompanied by a 
résumé and the names of three references, should be 
forwarded as soon as possible but not later than 15 March 
1990, to: 


Professor James F. Keffer 
Vice-President — Research 
Simcoe Hall, Room 112 
University of Toronto 
Toronto, Ontario M5S 1A1 


In accordance with Canadian immigration 
requirements, this advertisement is directed 
to Canadian citizens and permanent 
residents. 


The University of Toronto invites applica- 


tions from both men and women. 
Chair in Risk 


Assessment UEN 


School of Environmental NORVVICH 
Sciences 


Applications are invited for the Chair in Risk Assess- 
ment in the School of Environmental Sciences. The 
appointment is available from October 1990, following 
the retirement of Professor L. E. J. Roberts, FRS, who 
since 1986 has been the Wolfson Professor in 
Environmental Risk Assessment. This chair will in 
future be supported by University funds. The profes- 
sor will be expected to develop the subject of risk 
assessment in areas relevant to policy decisions on 
environmental matters, and to interact with other 
faculty members to exploit the wide range of expert 
knowledge in the environmental sciences available in 
this interdisciplinary school. Salary will be by negotia- 
tion within the professorial salary range (minimum 
£24,783). 


Applications (five copies), giving full particulars of 
age, qualifications and experience, together with the 
names and addresses of three persons to whom 
reference may be made, should be lodged with the 
Registrar and Secretary, University of East Anglia, 
Norwich NR4 7TJ (telephone 592208) from 
whom further particulars may be obtained, not later 
than 28 February 1990. In replying please quote ref 
no ENV 90/01. 


The University is an equal opportunities employer. 











THE UNIVERSITY OF GRONINGEN 
THE NETHERLANDS 





is located in the northern part of the Netherlands. With its historic city 
and rural surroundings, Groningen provides an attractive working and 
living environment. The University has 375 years of tradition as an 
outstanding academic institution. 

The Faculty of Economic Sciences consists of more than 150 members 
involved in teaching and research. Enrollment is appr. 3000 students. 

A mayor department of the Faculty of Economic Sciences is the 
Department of Business Administration and Management Sciences. 


This department secks applications for the position of a: 


Full professor of market research 


and market structure analysis 
(vacancy number: 900106/3152) 


Applicants should have extensive knowledge and (practical) experience 
in the field of advanced methods and techniques of market research and 
market structure analysis, interest and expertise in research as 
demonstrated by a doctorate degree in the field of market research, 
market structure analysis or a related discipline and demonstrated by a 
high quality international publication record, and good didactic 
qualities. 


The Full Professor will obtain major responsibilities with regard to 
teaching and research within the subdepartment of Marketing and 
Market Research; his/her activities are to be coordinated with the Full 
Professor in Marketing. 


Gross salary depending on experience to a maximum of DA. 9.957,- 
per month. 


Further inquiries can be obtained from Professor Peter Leeflang. 
Telephone: 01031-50-633696 or telefax 01031-50-633720. 


Applicants should write no later than February 1, 1990. 
Letter of application, curriculum vitae and list of publications are to be 


sent to the Head of the Personnel Department, University of Groningen, 
P.O. Box 72, 9700 AB Groningen, the Netherlands. 


INTERNATIONAL PROPERTY 


Cornish Manors 


CAPITAL GAINS TAX ROLL OVER RELIEI 
ON HOLIDAY INVESTMENT HOMES IN CORNWALI 
nd sell Holiday Homes in Co: 


Capital Gains Tax 


Let 
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University of Sussex 
Sasakawa Scholarships 


Applications are invited for postgradu- 
ate Sumo" fee niae enable at 






University of Nottingham 
Institute of Management Studies 


Lecturer/Senior Lecturer 
in Finance 


Applications are invited from suitably 
qualified individuals who are willing to 
provide an enthusiastic contribution. to 
the development of the Institute's three 
MBA programmes (General MBA, Fi- 
nancial Studies MBA and Executive 
MBA). 

Salary will be within the range: 


Lecturer: £10,458-£20,469 per annum | 
Senior Lecturer: £21 489-£24, 288 per 
annum 


P-É International 
require Economists 


P-E International Management Consultants require Urban Economists to work on immediate’: 
assignment in Pakistan on the Karachi Management and Budgeting Study funded by the Wo 
Bank. The project spans the period from January 1990 to the end of January 1991. The 
economic input required is for 35 weeks in this period. This input can be split by arrangement. 
into two or three visits. Main economic tasks are to investigate existing fund sources ofthe - 
key urban agencies; to examine resource generation policies, practices and affordability; and — 
to Teview and appraise the poras used to evaluate and rank capital projects for urban 
















































studies and fund source Satine P ne Aid vivid: experience and extensive 


Further details and application forms, re- international experience in major Third World cities. Terms and conditions are negotiable. 


turnable not later than 7 February 1990, 
| from the Personnel Office, University of 
Nottingham, University Park, Nottingham 
NG? 2RIX. Telephone 0602 484848, ext 
3353, Ref No 1298. 











Send detailed curticulum vitae to T. 1 Picot, Associate Director, PE International, 
Park House, Wido, nes did wag oHW. Tel aa {0784} 434411, Fax De maos 
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search Un Ju E 

MSc in ‘Information: and Sonus: 
tion Technologies (Science Policy Re- 
search Unit} 

MSc in Science, Technology and In- 
dustrialisation (Science Policy Re- 
search Unit) 

MA in Agrarian Studies 

MA in International Relations 

MA in Social Anthropology | 
MA in Contemporary European Studies. f- 
(specialising in Contemporary West -f 
-Europen Studies, Contemporary East | 
European Studies, or Comparative Eu- - 
ropean Studies). | 


The possibility exists for a limited 
number of the scholarships to be ex- 




















Yo Phi Cranfield School of Management is one of the leading British business schools, focated about 80 km 
eres 1o POVOT NIS atiay tot e did _ forth of London in the English countryside. It has a high reputation in teaching. management. to MBA 
Details of courses and application ' students and executives; and for its applied research in the management field. The Schoo! has also 
forms are available from The Admis- . developed extensive European and wider international links in teaching and research. 


ics : x edi rhon ie . The growth at the Schoo! of Management and the demand for Strategy teaching and research have 
almer, Brighton 1 UA. given rise to vacancies in the area of Corporate Strategy and Strategic Management. The person(s) 
appointed will be expected to undertake teaching on one of the most Successful MBA Programmes in 
Europe as well as courses for senior level executives on iri seule courses and open programmes in 
the School. it is aiso expected that the successful candidate(s) will develop their research interests. 




















; CITY UNIVERSITY 
" maintain extensive contacts with industry and undertake personal consultancy work at a seniortevel of 
P OS TGRADUA TE management in fields related to Corporate Strategy and Strategic Management. The person(s) 
JESEARCH BURSARY appointed wil! work within the Strategic Management Group. the Head ot which i is Professor Garry 


Johnson. 





This: bursary, valued £2,000 par annum is tenable for f. 
two years. and funded by the University. it supports -f 
MPbiUPRO research on corporate or household behay- 
iut, The research student will be able fn eoa - 
extensive individual company/household databases for - 
applied micra-economaetric analysis, 

Enquiries to: Or P. Pashardes, Dept of Social Scitinces. 
= DAMIEN: Northampton ace ae MEE qe 











Applications are invited at professorial, senior lecturer and lecturer level from candidates with a 
. particular interest in the areas of strategic analysis and corporate and business unit strategic panning. . 

The successful applicant(s) will have a good first degree and preferably a higher degree in a relevant - 
area, be able to demonstrate a high level of teaching capability and à successful récord of research 
and publication on relevant issues. Appointment-al a professorial level will require the candidate to 
demonstrate the ability to lead both research and teaching programmes in the field. it is jikely that the 
Successful candidate(s) will have gained experience in Strategic Management orin related fields such 

as Managerial or Business Economics, Financial Management or Strategic Marketing. The period of 
appointment will be for four years initially. 


Salaries will be: Professor ~ £29,755, Senior Lecturer ~ rises to £24,285, Lecturer - rises to £20,469. 
However, payments and honoraria may be awarded for additional responsibilities and the successful 

' candidate(s) can expect substantial increased earnings from his/her own consultancy work and that 
organised through the School. 








































ino ji ears experience; skill in SAS, Sori- $ 
| tec Fortran, Bitnet & Kermit on the 
| 18M mainframe; DOS, SAS, Word Per- 
| fect, Lotus 1-2-3 & D-Base on the PC. 
| Knowledge of microeconomics, public 
| utility and energy economics. Experi- 
| ence in mathematical economics, 
d demand modelling, load forecasting 
-f and advanced econometric methods. 
] Sampling design techniques, cost and 
f rate design survey development in 
1 energy and utility regulation fields, F/T 
proof of lega! right to work in US. 
] required. Send résumé to: DC Public 


[4-48 Cranfield School of Manac 





Further information about the post can be obtained by contacting Professor Gerry Johnson at Cranfield 
School of Management, telephone 0234 751122, fax: 0234 751806 quoting the appropriate job number. 


Application forms are availabie from the Personnel epartment, Cranfieid Institute of 
. Technology, Cranfield, Bedford MK43 OAL, telephone | Jadford (0234) 750111 extension 3335 
 (answerphone) quoting reference number 9248H/Ec. 














Closing date for applications: 3rd February 1990. 





















NALYST 


Cargill Inc., a leader i in worldwide. trading and proces- 
sing of agricultural raw materials has a vacancy in its 

_ Cocoa Division for a highly qualified Research Analyst to 
be located in Amsterdam. - 


| Responsibility: - 


Organise and manage the Company' S rr em cocoa market 
analysis effort. _ 


This includes: . 

* Giving leadership. and assistance to then members of thet team 
involved in worldwide research. - 

* Crop forecasting in the major : cocoa producing countries. - 

* Gathering and organisation of all data relevant to the subject. 

* Projection of worldwide demand id bath cocoa beans and 
products. : | 

* Economic analysis relevant to the c cocoa market including We 
construction of price forecasting models. — = = 





Requirements: 

Education: University education, PHD or Master, or equivalent, 
at a top university in Western Europe or the USA and graduated 
in one of the following areas; Statistics, Mathematics, 
Econometrics, Agricultural Economics or Tropical Botany. 
Age:25t035. 

Languages: Written and oral fluency i iñ English is a must. 
Understanding and conversational ability in French, Dutch and 
Portuguese will be a welcome attribute. 

Experience: Previous experience in and exposure to crop fore- 
casting and/or economic analysis will get preference. 


Personal qualities: 


* Strong personal. interest in mathematical forecasting technics 
* Excellent theoretical background in one or two of the 
academic areas mentioned above, combined with a healthy 
doses of common sense. 
* Good knowledge and experience in using the PC as a data 
—. bank and research tool. 
* * Good eadership. 







: ependentiy. | 
e enture and like frequent traveling to 


* . Good: communicator at all le 


costes and a are teret! in this challenging 








n m LONDON zh 


uality serviced apartments offering be 
E value for money. Our apartments offer great i 
savings compared to hotels. Fully serviced, 
n private bathroom, kitchen, TY, telephone, 
central heating, sievator. aay located in 


Ken 
x tourist T BOARD APPROVED « W 


" Ashburn Garden Apartments 
3 Ashburn Gardens — E 


a ‘South Kensington, London SW?7 4DG, UK 8B 


- Tel: 011-441 370 2663 
b: - Far Dind 370 oe. ali 
T oe 8 


- CONSULTANTS 


US representation and consultation on airline, 
business and private aircraft. Personal service 

in matching aircraft to our clients’ needs. a 
Limited brokerage, sales and leasing, - 
We are an independent company, not. associ. PE: 
ated with any aircraft manufacturer or dediet F 
Phone or Fax ond number) for all your 
Aviation needs . 


ende Pu qw 


esi p Pits 
733 o Arena ; 


APARTME, 


[WITH " THE COMFORTS 
[OF YOUR OWN HOM 


RES! ISTH ATION AGENT S LTD. 
COMPANIES HOUSE  — 
TOWER STREET - 


RAMSEY 
i ISLE OF MAN 

















U INIVERST rv OF HONG KONG 


CHAIR OF POLITICAL SCIENCE/ 
PUBLIC ADMINIS TRA TION 


C (Read vertisement) 


Applications are. invited Hor the Chair of Political Scicüce/Püblic Administra- | 
tion in the Department of Political Science. The Department offers a wide 
range of courses in public administration and politics. The appointee will be 
expected to have a proven record of research and teaching experience in 
either or both fields, and may be appointed as Head of Department. 
The University would prefer to make a permanent appointment, but 
consideration may also be given to applications for appointment on fixed or 
 secondment terms of preferably not less than three academic years. The. 
University reserves the right not to fill the Chair or to fill the Chair by 
invitation or to make an appointment at a lower level. | 
Annual salary (superannuable) will be within the professional range, of which 
0 and the average is HK$641,400 (approx. 
230 respectively as at 3 January 





the minimum is HK$518; 


Yee 


£41,150/US$66,480. and £50,910/0S$82, 
1990). At current rates, salaries tax will not exceed 15% of gross income. 
Housing ata charge of 7.5% of salary, children's education allow rances, leave, 


1 medical benefits are provided. 


rther particulars. and: application forms may be obtained from Appoint- 
Bt 437420), Association of Commonwealth Universities, 36 Gordon Square, 
London WCIH 0PF, UK, or from the Appointments Unit, Registry, University 
of Hong Kong, Hong Kong (Fax: (852) idi 


Closes 23 March 1990, 


BUSINESS & 


IMMIGRATION 
TO CANADA 


To immigrant investors and their advi- 
sors we offer bank or mortgage guar- 
anteed investments and professionally 
managed, government approved in- 
vestment syndicates (for 150K/unit). 
Confidential service is assured. 
Kingsworld Capital Inc, 1255 Universi- 
St #1600, Mti, Canada H3B d Tel: 
114) 8740324, fax: (514 


' Debrett 


v we trace your — ancestors? 
“ett have traced the ancestry of thou- 
: ;$ of families from commoners to 
T "Kirigs, worldwide. Send known details for 
free feasibility advice and leaflet to: 
Debrett Ancestry Research Ltd, Dept EN2, 
PO Box 7, Airesford, 
Hampshire $024 9EN, England 
. Tel: (0962) 731676 | 


3 CUT THE COST or m 


i n es se erode. equippe 
kitchen-dinette. bathroom, phone, calour- TV, 
|. central heating, elevator. Suit 1-2 persons. Bro- 
 Chure by aumail. 
Knightsbridge Service Apartments 
45 Ennismore Gardens, LONDON SW7 
- Tel: 01-584 4123. Telex: 205441 (Ret KSF) 
-UK Free Toll: 800 525 2811 (USA only) 
Mastercard/Access 








LONDON 


South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cui-de-sac off Queens Gate. 
: Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
; rates from £266 to £560 plus VAT. 


$ FULL DETAHS: TEL 01-225: 0184. FAX 
01-225 0280. TELEX 89309 E: 
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THE QUEEN'S AWARD. FOR i 
EXPORT ACHIEVEMENT v8 











Euromoney Publications suet a dynamic young and imaginative ' Bdlicial 
journalist to fill this senior past on its iii new Asian monthly financia 
publication. E 













Based in Hong Kong. the position. involves extensive travel throughout Asia. 
attractive remuneration ia will be offered to the AGE candidate.’ 

















Please send a detailed peer eA SEE. aud m 

examples of relevant work to: The Editor, Asiamoney, Eurom 

Publications. PLC, 20th. inc Trast’ Ta 68 Poua Road, 
. Wanchai, ee Kong. goth, | 





























Aston Business School is the largest i in Great Britain, and enjoys a high - 

reputation. Its Division of Corporate Management is seeking an outstanding .. 

individual for the above post to strengthen and expand research and teaching in 

Marketing, and to contribute to the senior leadership of the Division, the 
Business School and the University. 


Applications will be welcome from excellent candidates i in any field of Marketing, 
with Marketing Strategy being an area of particular interest. Demonstrated — 

achievement, and strong commitment to high-quality research and publication, 
are the overriding requirements. Distinction within a relevant field of practice 
and/or consultancy, and an extensive network of professional contacts in th 
UK and abroad, are also desirable. An active interest is encouraged ins 
ventures as the on-campus TV-based Centre for Extension Education, and the 
consulting opportunities provided by the Aston Science Park and the West — 
Midlands Technology Transfer Centre. 


Salary will be open to negotiation (UK professorial salaries currently average 
over £30,000 p.a.). A continuing appointment, secondment or limited-term 
contract will be considered, with appropriate remuneration. 


Anyone wishing to díscuss the post informally, from personal interest or to 
advise others, may approach Dr. H.G. Hunt, Senior Pro- Vice-Chancellor and 
Chairman of the Search Committee, or the Vice-Chancellor, Professor Sir 
Frederick Crawford. Tel: ui (Oe ) 359 3611. 


Further information may be quoting Ref. No. 8945/26, 
- Aston University, Aston Triangle, 


Officer (Academic Staff), Sn B4 7E T. 





















: ZURICH-ZURICH-ZURICH .. BUSINESS 
"BAHNHOFSTRASSES2  . 

YOUR OFFICE AWAY FROM HOME f J. IN GERMANY 

Office/Secretarial Services.. ae cee we m to contact companies thinking about 
e Company/Fiduciary Formations «4s Starting their own subsidiary in West Germany 

9 € international Uc Docs/involces | i with the Yiew to purge ies Europe. 

| @ How to do business inor from | Full deta 

. Switzerland. B, Servicis Abel-Hoenen, Kimplerstr. 280 


Business Services Consult Corp | 4150 Krefeld (West Germany) 


Bahnhofstr H . Li'Teb (0021 51/39 13 33 
ahn asse 52, CH-B022 Zurich "telex: 653314 


Fax: (0) 21 51/39 14 81 



































| Tel: 01/211 92 07 a 
| Fax:(1) 2111922 Telex: 813 062 BSIC 











IMMIGRATION—CANADA 
One of Canada's largest investment houses offers bank or first mortgage guaranteed 
< investments in the Investor-Immigrant Program. 

- We are leaders in the field of Investor-Immicration in Canada. Confidentiality is assured. 


! Lévesque Beaubien Geotfrion Inc. 
; C/O Mr Louis-Leblanc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 439. 
: Telephone eile pelt * Fax 514/879-1018 













RES gri C u 1 t u ra I 
E conomist 


the programme in a number of areas. 


technical awareness. 
QUALIFICATIONS 


spoken is essential. 
TERMS OF APPOINTMENT 


You will be on contract to the British Government for 
Government of Mali. 


^H220, Ab 
er tel 03552 41199 ext 3518. 





STOW HELP THEMSELVES 


PROMPT BUDGETS/CASH FLOWS. 
FCA/FCMA service via fax 0823- 
433874 (24hr tel 432420). 
















HOW TO LEGALLY OBTAIN A - 
SECOND FOREIGN PASSPORT 


SECOND PASSPORT OFFERS | 
MORE FREEDOM, t GREATER SECURI- 
TY, INVESTMENT OPPORTUNITIES 
AND CAN HELP TO SAVE TAXES 


His exclusive PAST REPORT is 
most up-to-date guide on 
nan from 


legal sources 

Pen Gh on uickly and often cheaply (if not 
free). countries examined in detail. 
Mone: CONNU DOC COM 
gO (US$100) + oey Airmail £12 
US$20) extra or surface tree. Or details 
: Scope Books Ltd, Box No 118, 62 
Tan ia E 


SP E g a - 





























You will work ina small nierdisciplinary team investigating improved | means of 
pest control to increase the millet productivity of small farmers in NW Maii. 


A considerable amount of household, fami ily and village level socio-economic data 
has already been gatnered and analysed and part of your role will be to develop 


These include the analysis of the cost-effectiveness of the current SNPV (Service 
National de Protection des Vegetaux) activities, looking at the way research is 
converted into practical operational techniques for the farmer. You will also 
contribute to the design, implementation, economic analysis and evaluation of the 
on-farm trials programme with paricuiat emphasis on farmer ang and 


Applicants should be British Citizens with a first degree in Economics or a reiated 
subject. A postgraduate degree in Agricultural Economics and at least 2 years’ 
Overseas experience is also required. A knowledge of French, both written and 


| year, on loan to the 


Salary is in the range £18,125 p.a. to £24,075 p.a. (UK taxable). 

Additional benefits wil normally include tax-free overseas allowances, currently of 

£3,925 p.a. (single) and up to £11,335 p.a. (married), children's education 
allowances, free accommodation and passages and fare-paid leave. 


For further details and application. form, please write, quoting job title and ref 
AH375/BIPR/E to: Appointments Officer, Overseas Development Administration, 
ercrombie House, Eaglesham Road, EAST KILBRIDE, Glasgow G75 BEA. 


- [AUTHORS WANTED 


on | Leading subsidy book publisher. seeks 
: lomanuscripts of al types, fiction, non- 





"HENLEY'S FORMULAS” — 
Research — 800 pps. (index) new 
export ideas. 'Books', Box 248, Man- 
chester, MA, USA. 





RENT-FREE HOLIDAYS. Fine houses 
for exchange in 25 countries. World- 
wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. Tel: 01-589 6055. 





2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





QUALITY SHIRTS individually mad 
measure. 300 fabric samples and bau- 
chure. Seymour Shirts, Freepost Dept 
29, Bradford BD1 1BR. Tel: 0274 
726520. 





'« POSTGRADUATE Saudi student, non- 
smoking, educated and sociable, took- 


ing for educated English family to stay 
with in West End. PO Box 3860, 
Riyadh, Kingdom of Saudi Arabia. 





OVERSEAS POSITIONS. Hündreds of 


"top-paying positions. All occupations. 


Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





LUCRATIVE REAL ESTATE Invest- 
ment Opportunities. Washington DC 
area, strongest in US. Contact Warren 
Company, c/o Box 100, The Econo- 
mist, 10 Rockefeller Plaza, 12th Floor, 
NY, NY 10020 USA. 


USREALESTAT 
As lawyers and investment 
bankers we advise, evaluate 
and arrange real estate and 
business acquisitions. 
Amerivest New York-Miami. 
Tel 305 935 6254. Telex 
159264508, 


US IMMIGRATION 


Licensed attorney. 
Practica. Ponta to us immigration law. 





Tei EL Fax: (803)454-7890 












BY NY PUBLISHER 


fiction, ges m juvenile, scholarly and I. 
religious works.:etc. New. authors. MER 
comed. Send for free booklet. ; 


592, Vantage Press, 516 W, 
Street, New York N US 





















UNIVERSITY OF DURHAM 
i ; : * 
Department of Economics 
ec. | 
British Petroleum 
~ F eo €9 
Fellowship in 
. 

Economic Awareness 
Applications are invited for this new teaching fellowship, 
tenable for two years in the first instance, but renewable for 
a total period of up to five years. Duties will involve 
designing and managing a programme on economic aware- 
ness for students throughout the University, most of whom 
will not be economics specialists. Communications skills 
are essential. Applicants should preferably have a prior 
qualification in economics. The post may be of interest to 
‘hose currently. teaching economics at school, further or 
igher education level. Os Re E 
The appointment will be made within the salary range 
£10,458-£20,469 per annum depending upon age and 
experience. The initial salary will be between £14,000- 
£15,000 per annum. | | 
Further particulars (quoting reference SS/MEA/90.06) may 
be obtained from the Registrar and Secretary (Faculty of 
Social Sciences), University of Durham, Old Shire Hall, 


Old Elvet, Durham DHT 3HP, telephone (091) 374 2938, to... 
whom applications (three copies) including the names and - 


addresses of three referees, should be sent not later than 16 
February 1990. 


| EASTERN EURC 
: CONFERENCE | 


The upheaval in Eastern Europe is creating unprecedented opportunities: 
for investment and trade, and radically reshaping the rules of international 
siness in Europe. 
_ is groundbreaking conference provides important new intelligence, 
Specific guidelines, and strategies enabling business executives and 
investors to participate in the opportunities while avoiding pitfalls and 
minimizing risk. : : 
Speakers will guide participants through the maze of political, economic 
and legal upheaval and provide a framework that allows you to better 
identify and evaluate current and emerging opportunities, assess risks, 
.] determine the impact of future developments, and understand the 
] implications for business strategy in Europe east and west. - 
Comparative assessments will be made of business opportunities ona 
-ountry-by-country basis. Checklists for investment decision-making and 
i]: guidelines for risk analysis will be presented. Actual case studies will be 
..] discussed, and strategies identified. 
“| Keynoter is Dr. Zbigniew Brzezinski, former National Security Advisor, and 
s author of The Grand Failure: The Birth and Death of Communism ín the 
Twentieth Century. Other speakers are leading experts from business, 
















| finance, law, tax and accounting, counsulting, and Eastern European and 
U.S. governments. 


Sponsored by: | 
Global Conference Network 

44 Montgomery Street, 5th Floor 

San Francisco, CA 984104 


For further details call or write: 
Tel: 415-955-2745 (Bam-5pm PST) 
Fax: 415-397-6309 (24 hrs) — 
Telex: 279004 
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The Longcro ft Prize 


SFr. 25,000 


An award made annually for subjective writing that is judged i 
to have been the most influential in furthering the cause of 
FREE ENTERPRISE 

The theme for 1989 is — 

‘The effect of regulatory legislation and 

, its place in a free market economy’. — | 
The published work of up to 5,000 words is to have appeared 
in German, French or English in a national daily or weekly 
newspaper, or supplement or monthly periodical or journal: 
of repute, between the dates of 1st January 1989 and 
3ist January 1990. 


ENTRIES CLOSE January 31st 1990  . 
Published work up to this date will be eligible. DB 
The Prize will be awarded on 1st June 1990. 








Na cud 








Rules and entry forms may be obtained from: 
The Administrative Secretary 
Longcroft Foundation 
PO.Box583 = 
FL-9490 VADUZ 
Liechtenstein ^ Telefax: 






Telephone: (75) 6 55 55 
(75) 653 39 














| ESSENTIAL BUSINESS AND MARKET ANALYSIS FOR 
^ THE WORLD'S FIBRE AND APPAREL INDUSTRIES 
A year's subscription will bring you reports on: | 
| Profiles of the world's major textile — e Locations of current and wwe | : 
companies - investment | | P 
. Consumer market research data e Regional Analyses : E 
The latest issue includes: | TIAS E 
p Courtaulds Textiles goes it alone in the 1990s 
p World Textile Trade and Production Trends 
p» Silk-like, breathabie, and other microfilament fabrics 
, be Profile of Laura Ashley, Growth through Globalization s 
| e Canadian Apparet exports small but emerging fashion should-give boost eEEenee 
Subscribe now! Your competitors in over 50 countries are already doing so! 1 
_ The Economist inteligence Unit Limited. 40 Duke Street. London WIA TDW l 


i£ sues; to Textile Outlook Intemational, 
g Price including postage armat outside the UK; 
v. 2g CI UK and Egope £205. CI North merca US8560. C1 Rest of World £316 


Li bencose a chegue i USR 





































^v Fhe, OR vt mt ied xev E faxit t 
io The Economist Intetmsnce Unit E 


. £3 Plpase mwoice me 


i 


The Economist | 40 Duke Sweet EXC 
| Intelligence Unit | Telephone: (011 493 6711 Telex: 266353 
I 215 Park Avenue Soak, New York. NY 10003. USA. Tel i2121 460-0600 Teles: 175567 


[^ division of Business International 
i Reg. office- 25 St James's Street, London SWIA IHG. Regd. in London No. 1762617 
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American Express Bank Ltd. is 
pleased to announce The 1990 AMEX 
Bank Review Awards. This essay 








competition offers over US$55,000 : 
for the best 5000-word essays on any 


subject in international economics of 





current relevance to financial mar- 

kets, as judged by the Reviews Edi- 

tors and the Award Committee. 
The essay competition, now in its fourth yeat, is 


held in memory of the distinguished French econo- 





mist, Professor Robert Marjolin, h e first Secretary 
General of the OECD, former Vice I 





sident of the 


































SECOND PRIZE 
US$10,000 
















— Professor. Rami Barre 
Former Prime Minister of France and former 
Vice President of the European Commission 


Lord Roll of Ipsden K.C.M.G.,C.B. 
President, S.G. Warburg G i 








President, The Brookings Institution, Wakae D. C. 














FIRST PRIZ 
. US$25, 000 . 








IN MEMORY OF ROBERT MARJOLIN 


Adviser to the Review. 


All entries must be written in 


English and be submitted no later than 


the Editors, The AMEX Bank Review, 
American Express Bank Ltd, 60 Buck- 
ingham Palace Road, London SWIW ORR, U.K. 

The AMEX Bank Review is the international 


economics and financial publication of American 















THIRD PRIZE 
US$5, 000. 


L MERIT AWARDS 
U$$2,000 





The 1990 Award C ommittee 


Professor Peter B, Kenen 
Director, International Finance Section, Department of Economics, 


Princeton University, USA. 


Bahram Nowzad | 
Chief Editor, l nternational Monetary Fund. 


Kevin Pakenbam 
Chief Executive, John Govett & Co. Limited 





É R chard O'Brien 
Chief Economist; American Express Bank Ltd. 


European Commission, and former. 


memo SEA GSMUA s m SUA E MN o tU s ho e m 





form and full terms and conditions of | 


the Awards, all authors must write to 























OUTPUT, DEMAND AND JOBS America's industrial production rose by a modest 1.796 in the 12 
months to December. Japan's GNP increased by 2.9% in the third quarter, a year-on-year rate of 
5.2% (compared with 4.5% in the year to the previous quarter). Britain's retail sales climbed by 
2.196 in December, lifting the 12-month rate of growth to 2.396. In the same month unemployment 
rates rose slightly in Australia, to 6.0%, and in Canada, to 7.7%. Spain's jobless rate fell to 16.0% 
in December, but remained the highest in our table. 

































































































































































































































































% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest — year ago 
Australia — — 23 +23 sp +26 +540 +398 +50% 60» 69 
Belgium * 48 + “+49 As mE na na E 43. + 36 wt 102 Nov" 109 — 
— 06 of +23 +23 o ~ 09 AA ot 0 77 owe 76 
France — ^ om +24 +320 — 44 +41 vet 95 or 102 — 
W.Germany + 18 + 51 wy =~ 21 +33% +45 +30 nw 78 oe 83 
Holland — —- 46 +19 o +15 OF 47 v -*102 4 81w« 56 8&1 
+19.5 +76 o +17  -31m +78  -71 wp. 10.8 des 10.9 
17 +33 ne +122 +520 +365 +100 sp 2.2 Nw — 24 — 
es +65 na na — +66  - 060 160b 185 
+82 + 14 o na +26 +36 +06 So 130. 10 
Cuitzeriand +154 + 56 a +20 + 29 a - 25 ~ 28 of 05 ww 07 
+79 +12 œ +21 +190 +23 +23 rc SB nv 75 
o 08 +17 oe +30 + 3.0 a +28 +07 ww 53 dec 53 


























talue index deflated by CPLEfNew Series. * “1988. 

PRICES AND WAGES In December America's 12-month wholesale-price inflation rose to 4.896; 
Japan's edged up slightly to 3.9%, while Britain's quickened to 5.296. France's 12-month 
consumer-price inflation rate remained unchanged in December at 3.6%; Spain's fell to 6.9% 
(from 7.3% in November), while Switzerland's inflation rate rose to 5.0% (4.496). Australian 
workers received a 7.5% pay rise in the 12 months to September-—a cut in real pay of 0.5%. 
% change at annual rate 






























































































































































































































































consumer prices* wholesale prices* wages/earningst 
3mthst — — year 3 mthst 1 year 3 mthst 1 year 
Australia +95 +80 mg +80 +69 a +42 + 7.5 s" 0 
Beigum tt eh +36 w« +20 +67 se |. +37 +42 as* 
Canada —  —— * 31 — * 52» o IB t05 mt 88 — ST o o 
France +82 + 96 oe , — —18 &—ct50m —. D+ 40 sw — 
W. Germany +49 320 + 26 O34 ww + 14 40 nw | 
Holland + 2. + 1.3 dec ~O7 +23 ot +08 +15 Nw 
italy + 7.4 + 6.5 Dec + 5.1 57 5 +14 + 64 Se" 
Japan LE. 0,4 + 23 tov epe + 39 0€ t48  JXJ443790 
in. ——— 58 «— Á*690o č lH + 38 ww + 27 + 5.3 dm 
4 36 57 — 139. 0 99 o ——— 
and € EB uu NS 0 0k 33 Ww. — 157 + 36 a? 
te +70 + 77 ww +48 + 5.2 de +88 +93 o% 
uu AB + 47 Nw * 05 + 48 Dec _ +74 + Al de 
i T rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 





monthly earnings for all employees. 


B8 LABOUR COSTS The overall cost of hiring 
a Norwegian manufacturing worker (salary 
plus non-wage costs) was 2896 higher than 
the cost of employing an American one in 
1989, according to estimates by Sweden's 
Employers' Confederation, making Norway's 
labour dearer than that of every other 
country in the chart. West Germany’ S work- 
ers were only a little less expensive; they 
were 2796 more costly than America's—the 
same gap as ten years ago. In 1979 Japan's 
manufacturing workers were 3096 cheaper 
to employ than American ones. Today Ja- 
pan's labour costs are almost as high as 
America's, mainly reflecting the stronger 
yen, The largest relative decline in labour 
costs has been in Belgium. Britain's workers 
are the least costly in the chart, but also 
among the least productive. 












































COMMODITY PRICE INDEX 
Brazil is to close the road to. 
its tin mine at Pitingua, 
which supplies 10% of the world's tin, to 
protect the Amazonian Indians. The mine 
produced 17,800 tonnes of tin last year. 
Together with 30,000 tonnes from a new 
wildcat mine at Bom Futuro, Brazil's output 
rose to a record of nearly 50,000 tonnes, 
making it the world’s biggest producer. The 
closure will be good news for the Association 
of Tin Producing Countries, which has ac- 
cused Brazil of putting too much metal on 
the market. Brazil, which is not a member, 
had agreed to cut exports to 31,500 tonnes 
in 1989. It reported exports of 35,000 tonnes 
and admits that a further 9,000 tonnes were 
smuggled into Bolivia and Peru. 


































































































1985-100 % change on 
Jan9 Jan 16 one one 
ina hcc S NEN UE. 
Dollar index 0 
All Alitems ^. 1241 LT 120.5 ~ 20 ~22.3 
Food 83 970 M i 
industriais 
AI — 196 1438  —33 -259 
Nate —— 11353 — 13964 t 08 = 37 
Metals 159.8 149.0 — &9 -356 
Sterling index 
All items 961 — 933  — 52 —170 
Food — | 202. 751  — 32 —104 
industrials 
Al 18.0 1S — 65. -209 
Nfa $1 1048 1056  —25 + 28 
Metals — 1238 &— 1153 — 90 -312 
SDR index | 
Alitems — 952 — 931  — 28 -—219 
Food — 755 750  — 058 —157 
Industrials 
Al 1148 1112  — 39 ~255° 
Nia tt 103.8 1055 +01 — 32 
_ Metals 1226 1152 ~ 65 -—353 
Goid | 
$ per oz 40375 — 41375 — 01 +29 
Crude oil North Sea Brent 
$ per barrel 20.30 X 19.68 t 08 ru 

















$ Provisiorial tt Non-food agriculturals 







































WORLD BOURSES Share prices fell in all but one of the markets in the table. Tokyo led the way 
with a one-day fall of 1.8%, ending the week 2.9% down. London dropped 3.6%, Wall Street 
2.7%. Johannesburg was the exception; it rose 1.7%. 

Stock price indices — . % Change on 


8$ WORLD SHARE PRICES Morgan Stanley 
Capital International's World Index covers 
1500 companies across 20 countries. The 
index is weighted according to the market 
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December, West Germany's by 4.196 in the year to November. Japan's long-term government-bond 
yield rose by more than half a point, to 6.7%. Swiss yields edged above 6%. 
Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 





Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3 months long-term 3 months 
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As a result of the large influx of immigrants and the political 
and economic upheavals that are starting to take place in East 
Germany, the framework within which the economy in West 
Germany will develop in 1990 and far beyond has changed 
markedly. At the present time, there are at best only clues as to 
the extent of the concrete reforms in the political, economic and 
social spheres in East Germany, how they will look and in what 
time frame. 


...Jfore only the effects of the influx can be fairly safely quan- 
tified. In the short term, these effects will be reflected, above all, 
in increased demand and additional government deficits. 
immediate growth on the supply side is expected only to the 
extent that the existing total real capital can be used more inten- 
sively, because a shortage of trained personnel, which has 
hitherto prevented an increase in productivity, can now be 
reduced. For the short term, however, this effect should not be 
considered very significant; in the medium term it will certainly 
be considerable. 


For 1990, it is estimated that, because of the influx from Eastern 
Europe, the population figure will be about 500,000 more on 
average for the year than in 1989, and the number of persons 
looking for a job will rise by 300,000. Therefore, private consump- 
tion, which will receive a big boost from a 23 bill DM tax cut in 
any case, will increase considerably. An expansion of 3.5% or 
more seems quite realistic. Furthermore, additional public spending 
in the area of public consumption will probably be necessary in 
favour of the immigrants, e.g. in the fields of health, admini- 
stration and education. However, the government will try to 
comnensate for additional expenditure here by saving money in 
O areas. 


Beyond these immediate effects on demand there are also mul- 
tiplicative effects on capital spending, employment and income 
to be taken into account, which, however, will be dampened by 
additional imports. All in all, the national product is likely to grow at 
up to half a percentage point faster than forecast in the past. A 
growth rate of 3.5% is certainly attainable. If this estimation is 
accurate, then for the third year running overall economic demand 
will grow notably faster than the possibilities of supplying it. 
Thus the tensions are increasing and the upward movement in 
prices for the economy as a whole is likely to accelerate to a 
good 3%. 


Opening Up the Wall: The Economic Effects 




















The overall influences that might result from the political and : 
economic renewal that is beginning to take place in the GDR for- 
West Germany will depend on the concrete measures taken, 
In the event of an opening to the West and economic reforms i 
the nature of a free market economy, West Germany would . 
certainly be the most important partner for the GDR. Cooperatio 
in numerous areas will then be probable, which will open up e 
additional opportunities for growth not only for the GDR but also - 
for the Federal Republic. 


Influx of Immigrants from Eastern Europe 
and East Germany 1950 — 1989 
(in thousands) 
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WHY SETTLE FOR THE ACCEPTABLE 
WHEN YOU CAN AFFORD THE EXCEPTIONAL? 


For those who recognize the just a few steps from the Convention 


difference in quality, there is a very and Exhibition Centre next do-- 
special place. Grand Hyatt Hong Kong. Within the hotel, you'll discover gu... 
Now at a very special rate. rooms bathed in luxury, restaurants and 
From the moment you enter the lounges with a delicious difference, 


impressive lobby, set against a back- and of course, gracious service. Plus 
£ E 





drop of Hong Kong's magnificent two outdoor swimming pools and 


harbour, you'll know you've arrived. The Grand Hyatt puts Hong Kong's largest recreation deck with golf driving range 
vou central to everywhere you'll want to be in Hong Kong: and tennis courts, In a city renowned for world-class hotels, 
minutes from the business district via our complimentary THE now there's one that's a world apart. Grand Hyatt Hong 
London taxi shuttle, a seven minute ferry ride away HYATT Kong. For reservations, call your travel planner or your 


from Kowloon's main shopping and cultural events, and TOUCH nearest Hyatt. 


GRAND HYATT€3) HONG KONG 


1 HARBOUR ROAD, HONG KONG. TEL: 8611234. FAX: 8611677 


In celebration of Hyatt International's 20th Anniversary, enjoy 25% off our regular room rates until February 28, 1990 





e — ———— 








JAPANESE GANGSTERS een 
GORBACHEV'S WAR "am wwe 


Economist on octo — 


KOREA'S GRAND COALITION — — ss 





: | 
o | 
J 
__ es 
: . 


A \ 
Wii 





pines 






pinarinan 






iN ones f 
PERS 


Se 


i 


n 


SS: 


NES 


A 


ARI A 
XE 


D 


24 


E 





We would. Were Montedison, ltalys largest fine 
chemistry company, and. a part of the Ferruzzi Group. 
We know that, if you want to change the future, 
youve got to start planning lor it now. Materials 
chemistry. Health care. Clean energy. These are the 
"Nd of our endeavours, where we are among the 


-world leaders. Bringing forth solutions that are tech- 








monreoison 


Gruppo Ferruzzi 
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nologically advanced, ye: ecologically sound. To get - 
there, weve placed an extraordinary | emphasis on 
research. Investing almost three hundred million 
dollars a year in Research and Development alone. 
For it is only through the research of today that 
we can lind the answers of tomorrow. No matter 


how long a train ride we have to take. 
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FIRST YOU SEE IT. THEN YOU DON'T. 


We're doing more for the 
environment than meets the eye. 


It's hard to see whatan empty can can do for the environment. others, thus reducing our external energy requirements. 





And millions of them are thrown away every day. We even recycle dust. (In our stainless steel works it's a rich 
But cans of lightweight British Steel tinplate do a great — source of nickel and chromium.) 
deal more than others: by not being around for long. They're Much of the value we're adding to our products is also of 


much easier to recycle than cans of other metals; and glass or value to the environment. 





plastic bottles, for that matter. > 
Simply pass a magnet over the rubbish ata 


m - 
o s. 
waste-treatment centre and 90 per cent of the FT 
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steel cans are removed. 
E 
all-steel can without a ring-pull, eliminating a THERE ARE 
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18.000 TONNES UNDER THE THAMES. 


particularly nasty bit of litter.) Take the sound-deadening steels we're developing. They'll 





More than 950 million steel cans were recycled last year. do much to reduce noise-pollution: as feed-hoppers in 


And very happy we are to see them back. factories, for example, and shielding for engines. 

Recycling has always played a major part in steelmaking; Then there are the thousands of tonnes of British steel in 
more than for any other metal. the Thames Barrier, the floodgates of London. 

Steel isn't all we recycle: 95 per cent of the water we use They're protecting the environment in a big way. 
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| obody knows Mat will come 
next, since “no novel political 
dea urgently offers itself.” 

- Perhaps an ancient political 
dea will take centre-stage. Mon- 


quirements of various forms of 
jovernment. A democracy, he 
insisted, cannot survive unless 
e people are virtuous. They 
ust be trained to place the pub- 
ic interest above private inter- 
t. They must voluntarily abide 
' informal codes of conduct. 

In recent decades many na- 
ons have obtained their inde- 
hdence only to fall under the 
gemony of regimes more ty- 
nnical than the colonial rule 
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JOHN HowARD 





Sin—At the conclusion of your 
review you doubt whether the is- 
sues of politics or economics will 
ad to history's next great year. 





urocentric blinds you to the 
ct that these issues weekly 


pages. The Economist painstak- 


esquieu analysed the nature and - 


haps a reluctance to appear 


make history upon your own | 
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ingly chronicles the momentous 


process of European integration. 


As the last great empire re- 
cedes and nation-states affirm 
their right of self-determination, 
the members of the Ec gradually 
and voluntarily sacrifice political 
and economic sovereignty to a 
supranational authority. After 
the commitment to integration 
is sealed in 1992, will not your 
future editors look back upon 
that year as yet another great 
year of history? 

Mount Prospect, 


Illinois JOHN STEWART 





Str—I was surprised to find that 


you omit a backbone of our civi- 
lisation. There was no mention 
of the Jews and their receipt of 
the Ten Commandments. Do I 


. gather that we continue not to 


be able to keep the Ten Com- 
mandments, and that now we 
are not even able to remember 
them? 


London VICTORIA ANDREWS 





Sir—Cyhristianity was not the 
first religion to make a plausible 
claim to universality, as anyone 
living in northern India in the 
sixth century BC could tell you. 
By rejecting the dominant no- 
tions of caste and tribalism, the 
Buddha was really the first .to 


suggest that all men are created 


equal. 

Buddhism was the first reli- 
gion not bound by the con- 
straints of ethnicity and nation- 
alism, and it is this fact that 
explains its remarkable spread to 
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paper Lid. Benresentalive Office, 2 necs Port Road, Singapore 2: 


in becoming truly universal, bu 
its attempt has proved to be far 


less bloody than that of Chris- - 


tianity. Just ask the infidels. 
San Francisco TOM GINSBURG 





Tycoons and titfers 
Sig— While your "Good Beano 


Guide" was amusing (December 
23rd), tycoons should be 
warned. “A huge massage to his 
ego” is not necessarily the only 
product of "conspicuous con- 
sumption run riot." À costume 
ball given in 1905 at the then- 
unbelievable cost of $200,000 by 
James Hazen Hyde, whose father 
had the Equitable Life Assur- 
ance Society as his private mint 
at the policyholders’ expense, 
produced considerable publicity 
which was less than favourable. 
It produced a legislative inquiry, 


which in turn produced New 
York's strict insurance-company - 


regulation, still a model of its 
kind. 

Incidentally, — the 
horseback dinner at Sherry's, a 
New York restaurant, was given 
in 1903 (not the 1880s) by Ches- 
ter K. Billings (not a Vander- 


bii), a newly rich copper 
magnate. 
New York COLIN FERENBACH 





Sir—I have the following com- 
ments to make concerning 
Ascot: 

(1) The Royal Meeting is always 


J. held in June, not July. This year's 


dates are June 19th-22nd. 
(2) Admission to the Royal En- 


closure is by prior written appli- 


cation only. It is not possible for — 
anyone to buy day membership. — 
(3) The dress regulations are - 
strictly adhered to; men in grey 


or black morning dress with top 
hat, ladies in formal day dress 
with hat. “Outlandish” hats are 
not acceptable and anyone wear- 
ing such a hat would be removed 
from the enclosure. 

Laura THOMPSON-ROYDS 
London Ascot Office 





A Senate for Europe 


Si&— You write of the need for 
the European Community to 
present "more than a trader's 

face to the world" (December 
16th). In the same issue Bagehot 


addresses the question of rela- 
tions between the EC. and. na- 


£0 ned issue he last Week] in  Bacomber and the fist week in January) by The Economist Ne 
nde E mailto Times Printers Pte. Ltd., Times Jurong, 2 Jurong 
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bureaucracy. It would appear 
that what the Ec needs is a Euro- 
pean senate. 

I refer to the United States 
Senate as a model, but not as it is 
now constituted. Originally, sen- 
ators were selected by the gov- 
ernments of the constituent 
states. In the senate is vested the 
power to ratify treaties and to 
approve appointments to am- 
bassadorial, judicial, and key bu- 
reaucratic posts. Such powers 
will someday be required in EC 
governance. Human nature be- 
ing what it is, national parlia- 
ments will be much more in- 
clined to turn such powers over 
to a chamber of their joint ap- 
pointees than to a rival federal 


parliament. 


. A European senator might be 
selected by each national gov- 
ernment to sit for a six-year 
term; if selections are made &i 

two years this provides for three 
senators per nation. The presi- 
dent. of the senate might be se- 


lected jointly by the European 


parliament and senate. With this 
arrangement, when the Ec finally 
gets around to a more demo- 
cratically selected chief execu- 
tive, it could simply upgrade the 
post of senate president. 

Such a system may stabilise re- 
lations between the EC and the 
national parliaments. It has 
other advantages: | would refer 
you to the federalist papers for 
these. Don’t forget that Wash- 
ington at the constitutional con- 
vention in 1787 faced many of 
the same institutional problems 
which face the Ec today. 


Knoxville, — . 
Tennesse | Sree Verne 
The United Nations 


Sir—You say (December 2nd) 
the Office of the United Nations 
Disaster Relief Co-ordinator 
(UNDRO) in the mid-1980s spent 
more on airconditioning than 


- on staff travel to disaster areas. 


No office at UNDRO headquar- 
ters in Geneva is aitconditioned. 
On the advice of the UN medical 
director, who considered work- 
ing conditions there unaccept- 
able, the UNDRO co-ordination 
centre in the basement was 
equipped with airconditioning 
in 1981. 

The funds ($35, 000) came not. - 
from UNDRO's budget but from ` 
the UN's general buildings-im-. 


ewspaper Lid., 25 St. James's Street, London SW1A 1HG = 
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| €. £50,000 + 


A highly regarded and exceptionally 
successful property investment and | 
development company in the UK, our client 


| "intends to concentrate a significant 
1 proportion of its future expansion plans on © 
o MI. the continent of Europe, where it has 


experience already, A new position is 

tobe created tospearheadthis — 
development. a 

. . Reportingto the Chief Executive of this 
. publicly quoted company, the role will be 
wide-ranging and challenging. It will 
necessitate the creation of an active 

ij network of business contacts in targeted 
| countries within Europe, the appraisal and 


3 London Wall Buildings, 





Property Investment and Development 
| . Mayfair ET 
performance incentives _ 


- assessment of business opportunities and - : | 


the ability to act decisively and clear- . 


sightedly in the pursuit of agreed goals. Key . 
 inputwillbe required in the creation of an T 


overall strategy. 


property dealingsisessential. The _ 
successful candidate will be fluent in 
French, and ideally will also have some 
German. A qualified Chartered Surveyor 
wouid be preferred but above all we are 
looking for proven business development 
skills and high motivation and drive, coupled 
with a clear-sighted and commercially aware 
approach. An enthusiasm for frequent 


PROFESSIONS SELECTION LTO 
London Wall, London ECEM SPU 













travel isa pre-requisite for success, Ae. s 
in addition tothe excellent salary, the 


benefitsinciude acarandagenerous |. 
performance incentive scheme. Interested . 
_ candidates should éither telephone | . 


Aproven record of successin European . Christopher Bainton for a confidential 


discussion or write to him enclosing full CV _ 
and salary details, quoting ref E/0049E to: i 
Executive Selection Division 

Price Waterhouse 

Management Consultants 



































. provement funds. The centre is 
‘ mainly for co-ordination 
j Ec with external partici- 
pants, and houses sensitive com- 

» puter equipment. 
The total cost of relief mis- 
sions carried out in 1981 and 


= 1982 amounted to roughly 


$100,000. 
. . You also label uNpRo a disas- 
— ter in itself. In 1988 when a 
drought potentially as danger- 
. ous as that of 1984-85 again 
threatened Ethiopia, UNDRO 
organised one of the largest air- 
! lifts of emergency food since the 
second world war: 115,000 tons 


 inone year. 
; F. MAYRHOFER-ORUNBUHEL 
E. UNDRO 
Geneva United Nations 


! a 


.Sis— The management woes of 
the UN system cannot be blamed 
. on the encroachment of third- 
world personnel and politics. In 
general only the best-skilled 
third world people manage to 
enter the system. This is not the 
sase with Europeans and Ameri- 
the best-skilled of whom 
pt for more lucrative jobs and 
oim conditions at home. 

. Despite their qualifications, 
few third-world people find 
. themselves in positions where 
their influence on policy is abso- 
. lute or even significant. At some 
point Europeans and Ameri- 
cans, with their strategic hold on 
the purse strings, form natural 

| cinia and balances. 


eshawar, 
. Pakistan EBRIMA CAMARA 





Single-market taxes 


Six —"Single-market phooey" 
anuary 13th) contained a mis- 
— account of what has 
been agreed in relation to the 
treatment of indirect taxes after 
1992. Since Customs and Excise 
has been at de reont d i re- 
vising proposals for abolishing 
fiscal frontiers after 1992, I 
E - to make the follow- 


Li Tram ches decided to re- 
place existing border controls by 
devising bureaucratic substitutes 
_ for them. The conclusions of the 
Economic and Finance Council 
in November referred specifi- 
cally to the need to lighten the 
.. present burden on businesses. 
. We are among the leaders in 

| Syor for this and we believe 

. our technical proposals, which 
dave now been trai accepted, 
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will achieve this; 
(2) it is clear that the system 
agreed was the only one that 
could achieve the removal of fis- 
cal frontiers by the end of 1992; 
(3) your preferred solution ig- 
nores the potentially highly 
distortive incentive for the large 
number of exempt traders (eg, 
the financial, health and educa- 
tional sectors) to make their pur- 
chases in those countries where 
the VAT rates are lowest. The 
only way of avoiding this under 
your solution would be a very 
close approximation of VAT rates 
coverage. The government 
has, of course, made it clear that 
the economic and social conse- 
quences of this would outweigh 


any benefits. 
J.B. Unwin 
Chairman 
London HM Customs & Excise 





In vodka veritas 


Sink — Your article on drinking in 
Russia (December 23rd) over- 
emphasises "drabness" as a rea- 
son to booze it up. I think being 
continually lied to is worse than 
the "sheer dullness of ordinary 
life", even in Russia, and more 
likely to drive you to drink. If 
you are not allowed to believe 
the evidence of your senses, but 
are powerless to change the evi- 
dence, your only recourse is to 
change your senses. 


Concordia, 
Missouri PENELOPE KUHN 





Investment in Scotland 


Sirn—In your article on foreign 
investment in Scotland (Decem- 
ber 9th), you say that there has 
been a “downturn in invest- 
ment”, but it is misleading to 
correlate the strength and im- 
portance of foreign direct invest- 
ment with project numbers. In- 
vestment values and jobs 
potential, which vary signifi 
cantly project by project, pro- 
vide a more realistic indication 
of the potential economic im- 
pact and worth to the Scottish 
economy. 

I find it surprising in the con- 
text of the electronics sector to 
be told that: “foreign operations 
sometimes look depressingly like 
third-world assembly plants. Few 
do R&D in Scotland." Among 


American companies alone, 
agency research established 
that R&D, rather than diminish- 


ing, is now a more pronounced 


feature of plant activity than in 


the 1970s. Around 90 American 
plants carry out some R&D at 
present. In addition, a summer 
survey indicated that 39 of these 
companies had increased the 
level of R&D carried out at their 
Scottish plant over the past 12 
months. 
HowARD Moopy 
Scottish Development 


Glasgow Agency 





An American indign 





Sir—Michael Kinsley's piece on 
"An American in London" (De- 
cember 23rd) deserves equal 
time from an American who 
lived in London and now lives in 
her nation's capital. 

You state that the recent flag- 
burning saga demonstrates a na- 
tion which has lost its confi- 
dence as a great power in the 
world. Which country's 
finaly ended the Cold War? 
Americans are ebullient and op- 
timistic about their future, and 
believe that their flag is more 
than worth the fuss. 

Freedom is their birthright. I 
dread the thought of an Ameri- 
can politician publicly admitting 
he is an atheist, as did Britain's 
Neil Kinnock. Many political fig- 
ures are still revered by Ameri- 
can youth, and this sort of com- 
ment is not one to be respected. 
Washington, 
DC KATHLEEN GILROY 


Sir—Having just spent a year liv- 
ing in East Anglia, this Ameri- 
can found Mr Kinsley's article 
perceptive, accurate and elo- 
quent. I too found the American 
obsession with flags and 
pledges—and patronising politi- 
cal non-debate—especially de- 
pressing and absurd from the 


vantage point " Britain. 

As for Mr Kinsley’s assertion 
that the chocolate-covered diges- 
tive biscuit is “possibly the great- 
est single tuff ever 
invented", and as yet undiscov- 
ered by most Americans, one 
can only nod in agreement and 
hope fervently that Nabisco 
takes note. 


Hongkong SARAH JACKSON 





Sirn—Mr Kinsley believes that in 
everyday financial services, Brit- 
ain is way ahead of the United 
States. 

Maybe Mr Kinsley has prob- 
lems in Washington, but in 
Houston, at least, my pension 
and social-security checks are de- 
posited directly to my bank ac- 
count. My mortgage bill is paid 
automatically and other bills are 
paid by accessing the bank com- 
puter via a touch-tone rele- 
phone. At the grocers aro 
the corner, I can charge my pur- 
chases directly to my bank with a 

“swipe of a card”. 

Maybe we should add to the 
statement, "Don't bank on 
Washington" the phrase "Don't 
bank in Washington". 

Houston, 


Texas GREGOR RIESSER 


Sir—Mr Kinsley's hymn to An- 
glophilia, to those of us who are 
exposed to his acrimonious at- 
tacks on our institutions and 
public figures in his television 
appearances, is not so much evi- 
dence of Anglophilia as of his 
Americaphobia. 

Too bad you couldn't have 
E him. 


aples, 
Florida WiLLIAM T. St C^ ^» 









Latest Special Report No: 1167 
The East European 
Motor Indu 


with those 
from the Far East. But now there is 
an emerging potential for a revolution 
in production and sales of cars in 
Eastern Europe, nado i iti 
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CONSEIL 
DE L'EUROPE 


(23 member states) 
UWest relations 
With theoretical and practical knowledge of relations 
with central and Eastern Europe to co-ordinate political 


and parliamentary contacts with Eastern European 
countries and to implement co-operation programmes. 
Initial contract two years renewable to maximum of six 
dpi ETE 2m 

National of one of 23 member states, aged under 55 


COUNCIL 
OF EUROPE 














ears, university graduate, fluent in English and 
uropean 


rench. Knowledge of Central and Eastern 
languages desirable. 


For further particulars, send cv 
1990 to: 


Council of Europe (Personnel—ref E/W). 
BP 431 R6, MAD | 
F-67006 Strasbourg Cedex (Fax No: 88 36 70 57). 
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by 16 February 


and OTC pharmaceuticals. There are operating subsidiaries in some _ 


International Environmental 
Consultancy Managers — 






tional funding agencies and governments of developing - 





te be responsible for further developing and managing speci 
areas.of business. This will require proven experience ina - 
relevant environmental sector, familiarity with international . . 











have one or more of these skills: 


* 


Environmental impact Assessment of Ma 
Natural Resources, Conservation and Tourism 





* 


- Energy and the Environment. 

: Environmental Policy, Economics and 
Institutional Strengthening _ 

Natural Resources Data Management 


Specialist Consultants 


Please write to: 
The Managing 
Director, 
Environmental 
Resources 
Limited 

106 Gloucester 
Place, London 
W1H3DB: 





* 


* 


* 








are interested in the full range of sectors listed above. - 











The Boots Company PLC is one of the major UK companies. The Group's 
recently expanded retailing activities are well: known and the UK property- 
portfolio is substantial. A significant proportion of profit, however, comes - 
from the manufacture and marketing, worldwide, of consumer foods, ethical 

















20 countries. - - ” pug 

The Group Taxation Manager is responsible for all aspects of taxation 
throughout the Group, mainly in the UK but with an overseas involvement. 
A high level of professional competence is therefore necessary to deliver the 
requirements of this central corporate position. in addition to meeting 
compliance needs, in very diverse and dynamic situations, an innovative 
approach to taxation problems is a key responsibility. 

Candidates should be acccuntants or tax specialists with at least five © 
years' broad experience of taxation management in large companies or in 
professional practice. | 

The terms of appointment will be attractive and include profit sharing, 
company car, contributory pension and generous help with relocation to 
Nottingham if necessary. — 

Please send full c.v. to: Mr J L Muncey, Head of Central Personnel, 

The Boots Company PLC, 1 Thane Road West, Nottingham NG2 3AA. 


THE BOOTS COMP. 
























ERL is one of the fastest growing environmental consultancies 
in Europe. The international division has developed a substai 
tial business providing environmental services to major interna- 






‘countries. We are now looking for some exceptional individuals 









funding agencies and developing country institutions, and an 
appetite for challenges and responsibility. Individuals should 







Pollution, Waste, Chemicals, Resource Recovery 


























We also wish to expand our register of specialist consultants © 
who have the necessary technical and geographical experience - 
to undertake short and long-term overseas assignments. We > 








































:xRNATIONAL. LIVESTOCK CENTRE FOR AFRICA 
E INTERNATIONAL POUR L'ELEVAGE EN AFRIQUE 


ADDIS ABABA ETHIOPIA Ž 
INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 
. POSITION ANNOUNCEMENT . 


ASSISTANT TO THE DIRECTOR GENERAL AND 


|» CENT 


DIRECTOR OF DONOR AND BOARD SECRETARIAT 
VACANCY INT/001/90 
MEE GENERAL mE | 
The International Livestock Centre for Africa (ILCA), with headquarters in Addis Ababa, Ethiopia, is 
., one of the 13 international agricultural. research organisations which are -supported by the 
_ Consultative Group on International Agriculture Research (CGIAR). The centre has research activities 
.. throughout sub-Saharan Africa and regional offices in Kenya, Nigeria, Niger and Mali. 
. ILCA's major activities are research (in Animal Sciences, Forage Agronomy and Economics), training 








and information, and its goal is to achieve measurable and sustainable increases in livestock output in 


sub-Saharan Africa. ! | | m 
With purpose-built offices and research facilities on a large landscape site close to Addis Ababa's 
_ international airport, the centre's headquarters provide a pleasant working environment, and sports 

and leisure facilities. The city, which enjoys pleasant weather throughout the year, has a large diverse 

expatriate community and diplomatic missions from more than 75 nations. It is also the seat of the 

Organisation. of African Unity (OAU) and the United National Economic Commission for Africa 

(UNECA). There are several international schools covering American, British, French, German and 

Italian systems, among others. | | E | 


. POSITIONS 


. ILCA wishes to fill a senior international staff position titled ASSISTANT TO THE DIRECTOR GENERAL/ 
DIRECTOR OF DONOR AND BOARD SECRETARIAT. The successful applicant will assist ILCA's Director 
General, Dr John Walsh, in the general management of the Centre, be responsible for leading the 
centre's fund-raising efforts and for liaison with donors. He/she will also be secretary to the ILCA 
Board of Trustees. The successful applicant will be a member of ILCA's Senior Management Committee 
and Programme Steering Group and will supervise the work of the centre in Public Awareness, 
another function based in the Director General's Office. The appointment will be made at the Director 
level, and the successful applicant will work closely with the Deputy Director General (Research) and 

. the Directors of Training and Information, and Outreach. — 1 i 


QUALIFICATIONS 











The person appointed should ideally have a major degree in agriculture or a related field and should 

have extensive experience of the administration and financing of agricultural research. A high level of 

communication skills is essential, as is experience of working in developing countries (preferably in. 
Africa). Knowledge of agencies involved in multilateral funding of agricultural research and 

development is most desirable. Knowledge of livestock research, and fluency in French is desirable. 


Remuneration will be in line with comparable international organisations and includes salary (paid in 
US$), free furn accommodation, insurance, pension, cost of living allowance, hardship allow- 
ance, education grant for dependent children and annual home leave, travel etc. Initial salary will be 
determined by qualifications and experience. - | a uu * wed 
Applicants should send a letter of application, current curriculum vitae, recen! | 

names and addresses of three professional referees before February 28, 1990 (in confidence) to the 
Personnel Mana LCA , PO Box 5689, Addis Ababa, Ethiopia. Fax: 251-1-611892. "C PME 





‘salary history and the 





































oM orking: with Wallace, smith _ Strategy « ons ltancy or corporate 
off rs opportunities to: planning. Theis analytical, interper- 
in exposure at a senior levelto sonal and communication skills will 
a wide range of industries, both . have earned them a clear record 
domestic and international of achievement. Fluency in at least 
"Apply the tools of strategic and) One -other European language 
financial analysis to identify will be a major advantage. Based — 
opportunities in mergers and. 1 aus oe Office, they seat E 
acquisitions, financial restruc- "n in | | 
turings and major projects . 

: cma and realise the opportu- 


Wallace, Smith wishes: t 
'veral consultants of except 
ability who are seeking to € 
-their skills beyond busines: 
egy or hich adds planning to ; 
career which adds a corporate: | 
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| insdindons - anc E . Mities identified in close colla- . Comp 

. bodies. We have built our reputa- ^ boration with clients. TRE s. 
tion by combining in-depth field |... The iy o we recruit will have. | 
research and eee anal /sis the a abi ity to meet the challenge - 


with responsibility d 
‘seek to develo dons dies ide 

sory relationships with clients 
assisting them to develop an 
cute European Browns stral € 
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. ;;Rennes Business School, which bel. | ? | 
| the national competitive entrance examination in 1990. 


We require for June/July 1990: 


s: ‘DEI PARTMENT HEADS and LECTURERS 
ps for jr tebching and research in the following field: = ^ — — 
* Human behaviour/Communication | * Ma Keting/sales es Management/Environment - 


; Compute science/Quantitative methods * Fina nce/Accounting 














Our programme places considerable emphasis on the following: training outstanding negotiators in all commercial fields, providing al 
international experience for all our students and allowing the individual to develop his/her personality and potential to the fullest. 


we have not hesitated to acquire the financial and material means necessary to meet our high standards. ; 
A considerable part of the programme is to be taught i in English and we have established exchange agreements with foreign Universities. 2 
If you share our ambition to innovate in the field of business education and to create a school with an international reputation, and if you have 


* Excellent. academic credentials (PhD, doctorate, thesis currently in progress), * 3to 5 years work experience in a management position or. a 
a consultant, * real manng skills and a team spirit, * fluent English HORNET tongue an sena") with a good working knowledge o 


French, | 
please address your letter of application, curriculum vitae and photo, in confidence, to: 
. RENNES BUSINESS SCHOOL 
. 4, Avenue des Francais-Libres 
35000 RENNES (France) 


Our academic expectations are high, can you Dep us achieve them? 
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Whether your transr 


microwave or space, only on 


Alcatel is the only corporation involved in 
all three areas of transmission. Cable, microwave 
and space. 

Thanks to this total capability, Alcatel will 
always find a solution to meet the transmission 
needs of any customer. Because when we res- 


12 


pond to a client's requirements, we offer an entiri 
service, not just individual products. 

This is just one of the reasons why we 
have become such a force in the transmissioi 
market. Not only is Alcatel one of the maii 
worldwide suppliers of cable and microwaw 





ion needs are cable, 
rporation can solve them all. 


ransmission systems; we are also Europe's 
iumber one supplier of telecommunication 
atellites and earth stations. 

All of which goes to prove that whatever 
‘our transmission needs, we're bound to have 
xactly the right system. 


V 


ALCATEL 


TRANSMISSION 


Transmission Product Group, 
10, rue Latécoére, 78141 Vélizy Cedex, France. 











The success of a global invest- 
ment strategy depends on 
many variables: on the quality 
of your international relation- 
ships; on the scope and timeli- 
ness of your information; and 
on your ability to manage an 
ever-increasing volume of com- 

. plex details. Only when every ele* 

. ment works together can you begin 
| to control your own destiny in the 
global marketplace. 


FULLY INTEGRATED 
SERVICE. 

Morgan Stanley Global Securities 
Services (MSGS) facilitates your ac- 
cess to a fully integrated worldwide 
organization that can support every 
aspect of your global investment 
program. 

Our ability to work with clients in a 
strategic relationship enables them 
to efficiently exploit opportunities 
that would otherwise be too time- 
consuming, too complex or too ex- 
pensive to consider. This approach 
assures access to the right profes- 
sional to make things happen, as 
well as easy adaptation when addi- 
tional services become necessary. 
And it leads to visibly enhanced in- 
vestment results. 

We can support both active and 
passive strategies for equities and 


We provide data on over 2400 equities 
in over 30 countries; foreign ex- 
change services; innovative securi- 
ties lending and cash management; 
more than 100 performance indices; 
and the global custody services of 
Morgan Stanley Trust Company. 


GLOBAL INTEGRATION 
THROUGH TECHNOLOGY. 


In the 1990's, the only time zone will 
be real time. We have anticipated 
this era by creating a global infor- 
mation and communications system 
that directly links Morgan Stanley, 
our clients, counterparties and sub- 
eustodians around the world. This 
network took one and a half years to 
develop, and it is not tied to a single 
branch system or to third-party 
technology. 

The result is a major advance in the 
presentation of information that is 
custom-tailored to meet each cli- 
ent's individual needs. By knowing 
exactly where you stand and what is 


MORGAN STANLEY 
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Worldwide Opportunities. 
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The living precision of the Chambered Nautilus exem- 
plifies nature’s integration of many complex parts intoa 
perfectly functioning whole. Morgan Stanley Global 
Securities Services provides the same kind of superior 
precision and performance in support of a highly inte- 
grated range of global custody and related services. 


| 


happening in each market, you 
can increase the volume and so- 
phistication of your trading 
strategies. 


INFORMED ACCESS 
TO GLOBAL MARKETS. 


No outsider can match a 
native’s skill at coping with 
the intricacies of his own 
marketplace. So we have care- 
fully selected top-tier institu- 
tions around the world to work 
with us. 


ge : =~ Each participant provides im- 
fixed-income securities worldwide. | mense local insight, a sound capital 


base and an extraordinary profes- 
sional staff committed to delivering 
priority service to Morgan Stanley 
clients. 


GLOBAL SERVICES 
WITH A PROVEN 

At Morgan Stanley, we are not pro 
posing theoretical systems or solu: 
tions. Over the past two years, 
leading institutions have awarded 
us the custody of well over $12 bil- 
lion in assets. 
These clients have experienced the 
benefits of developing a strategic 
relationship with Morgan Stanley; 
we stand ready to create the same 
level of opportunities for you. 
To learn more about our approach 
and the results it brings, please call 
or write to: Mr. Alan M. Trager, 
Morgan Stanley Global Secu- 
rities Services, 1251 Avenue of 
the Americas, New York, N.Y. 
10020. (212) 703-4432. 
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Germany benign? 


ERMANY is heading towards unifica- 

tion. You would scarcely guess from the 
reactions so far that this represents a famous 
victory for the West. Outside Germany, there 
has been hardly a hoorah for the triumph of 
freedom, many a harrumph at the prospect of 
a dominant Deutschland. 

Much harrumphing could be avoided if 
people stopped wondering whether they are 
for or against a united Germany. That is a 

yng and largely useless question. Wrong, 
„cause the western allies long ago said Yes to 
unification (hence Germans' justifiable irritation at any sign 
that their friends are suddenly having second thoughts). Use- 
less, because the Germanies look set to merge regardless of 
what outsiders may feel (hence the urgency, not appreciated 
by non-Germans, of the decisions now facing German politi- 
cians). Sensible western policy on Germany unavoidably be- 
gins with a clear commitment to unification. 

Our poll on page 45 suggests that at the moment most 
people are reconciled to the idea of a single Germany—nota- 
bly in neighbouring France, where the chattering classes have 
been fretting more than most. West Germany, the bulk of the 
country, has been impeccably democratic and admirably re- 
strained for over 40 years. It is most unlikely to produce an- 
other Hitler. Nor is Germany going to "become" the domi- 
nant economic power in Europe; it already is, and Europe is 
not suffering. So the second element of sensible policy is to 
avoid exaggerating the dangers of dominant Deutschland. 

The third is to avoid pretending that no dangers exist. 
— ey do, starting with the possibility that unification could 
«~ne in crisis rather than in calmness: through a sudden dis- 
integration of East Germany, forcing its fusion with West 
Germany faster than anybody—least of all Europe's two mili- 
tary alliances—can cope with. Further ahead, there is the un- 
predictable effect on German politics of an extra 16m people 
who have had 40 years of dictatorship, not democracy. A slim 
but undeniable possibility lingers of a return to what might be 
called the sudden-swerve tendency in German history, the 


alternation between periods of peculiarly high endeavour and ` 


sharp descents into peculiarly bad behaviour. 

But even a solidly democratic united Germany will be a 
bigger, mightier place, and will make its power count. Already 
there is an unmistakable new assertiveness in Bonn. It is 
sometimes argued that nowadays power does not get used, 
either because it has become unusable or because people have 
become too virtuous to use it. This is nonsense. Power is not 
something surrendered by the virtuous and deployed by the 
bad, it is a fact of successful life: like water, it runs into the 





































channels that are available to it. Thus the \ 
fourth, and most challenging, element of pol | 
icy on Germany is to ensure that its power 
stays channelled into benign use (such as sup- 
porting economic growth in Western Europe, 
and putting Eastern Europe back on its feet), 
and does not turn malign. | 
The Germans themselves should block off 
one potentially malign channel straight away: 
the possibility of expanding Germany into 
parts of what is now Poland. Our opinion poll 
shows that Poles are more nervous than any- 
body else about a united Germany, and that their biggest - 
worry is about German territorial expansion. Mr Helmut - 
Kohl needs to end any remaining ambiguity about the Oder- | 
Neisse line as Poland's western frontier. 
It is no good reassuring the world about the solidity " 3 
German democracy while at the same time citing a threat 
from the far right as an excuse for haziness on the Oder- 
Neisse. Nor should Germans contemplate using the issue, as _ 
some conservatives suggest, as a “bargaining chip” in a future 
peace conference to set Germany's borders. You don't bar- — 
gain with chips that nobody else believes are yours, unless you 
want to create a lot of ill will. Clarity, please, Mr Kohl. 


Anchor it with allies 


Beyond self-restraint, there are two main checks on German ^ 
power. One is the European Community. A mightier Ger- - 
many would seem far more threatening if it did not have to - 
take many of its decisions jointly and by majority vote with its 
11 EC partners. Today's battles in Western Europe are fought — 
in suits in Brussels, not in khaki on the Somme or in Nor- 
mandy. Certainly, Germany will have even more weight than 
before to throw around in the Community. But it will still be — 
outvotable in the Council of Ministers—the more so if East — 
Germany is part of the EC not as a separate country adding - 
extra German votes, and if future East European EC members. 
further dilute Germany's say. To contain Germany, the logi- - 
cal if difficult aim should be a stronger, wider Community. - 
The aim should also be a strong, steady NATO—the other 
main check on German power— but that is going to be harder 
to bring off. The arguments for keeping a united Germany in 
the western alliance, complete with American forces in Ger- | 
many, are compelling: the West needs to maintain its de- 
fences against the possibility of a nasty post-Gorbachev Rus- 
sia, and it would like Germany's powerful army to continue to — 
be bound safely into the alliance. But will Mr Gorbachev © 
withdraw his 350,000 or so soldiers from East Germany if the 
place then becomes part of NATO? More likely, he will try to 
"Pp E 
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— say he will pull his men out only in return for the withdrawal 
= ofall foreign forces from Germany. Many Germans, decreas- 
ingly worried about a Soviet threat and increasingly inclined 
to see foreign forces as an army of occupation to keep them in 
order, may find the idea attractive. 
It would be awkward if Germany asked foreign troops to 
— A leave but stayed in NATO, as France did in 1966. It would be 
. .. worse than awkward if Germany went "neutral". The Euro- 
|». pean Community is not yet sturdy enough to serve as Germa- 


Empire-unbuilder 














































_ Sorry, Mr Gorbachev, that's still part of your job 


T IS early 1947, you are Clement Attlee, prime minister of 
_ A Britain, and you have come to the conclusion that India 
seriously does not want to remain part of Britain's empire. 
You are told that Hindus and Muslims will slaughter each 
. other if Britain gets out of India. Do you cancel the decision 
. to deimperialise? No. You should take care to limit the may- 
. hem more efficiently than Britain actually did limit it—by fix- 
. ing boundaries at the right places, moving threatened minor- 
. ities, and so on— but if you mean what you say about self- 
determination you obey the end-of-empire rule: when they 
don't want you to stay, go as gracefully as you can. 

It is early 1990, you are Mikhail Gorbachev, president of 
the Soviet Union, and you have come to the same conclusion 
about what parts of Russia's empire want. In one corner of it, 
Muslims and Christians kill each other. Do you—and do peo- 

le outside the Soviet Union—conclude you should therefore 
- keep the empire intact? Of course not. If you mean what you 
say about perestroika, you try to save lives but you do not add 
. another layer of hatred by staying where you aren't wanted. 
— The speed with which 1989's East European revolution 
— has become 1990's upheaval of the Soviet Union has shaken 
— everybody. So far as Mr Gorbachev is concerned, he can be 
forgiven for sounding rattled. On balance, he was probably 
. right to send his soldiers into Azerbaijan. If they do their job, 
. there will be less Azeri-Armenian throat-slitting. Being tough 
.. in Azerbaijan may also have bought him a little more conser- 


and Estonia. But the Soviet army's action has made the Azeris 
. antiRussian as well as anti-Armenian, and Azerbaijan has 
now joined the other places that want to break away from 
Moscow. Mr Gorbachev had hoped his imperial crisis would 
. wait until he was doing better with his economic crisis, so as 
— to have a better chance of coping with his party crisis. It 
— didn't wait, and his troubles pile up. 
a It is less easy to excuse people in the West who suddenly 
seem to have forgotten what they want to see happen in the 
Soviet Union. They produce three reasons for feeling worried 
about Soviet disintegration, but all three together do not add 
up to a case for keeping the Russian empire in one piece. 
— The least plausible fear is that in a disintegrating Soviet 
— Union somebody might start flinging nuclear weapons at his 
— local enemy. It should never be said that such things cannot 


- 
* Y - 


. vative tolerance for his gentler handling of Lithuania, Latvia. 
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ny's sole anchor to the West. Until it is, an American military 
presence in Europe (with France willing to play host again?) 
would offer powerful reassurance. The new European ar- 
chitecture, to use the fashionable word, may have to be a dar- 
ing mix of old and new styles. The cornerstone is a determina- 
tion to embrace a united Germany in the evolving 












institutions of the West. To beset the Germans with suspi- 


cion, and hobble them with 1945 legalisms, could send them 
off on their own benign—or malign—course. 








happen, but this one probably won't. In the Soviet Union as 
in other nuclear countries these weapons are kept under tight 
control by the central power, meaning the power in Moscow. 
A band of separatist Lithuanians or Azeris is as unlikely 
capture one for its own use as Hindus or Muslims in the Inuia 
of 1947 were to capture a British aircraft carrier. And the 
central power in Moscow will presumably be even more reluc- 
tant to fire nuclear weapons at what it claims to be part of its 
own territory than it was at foreign Afghanistan. 

It is not much more likely that violence inside the Soviet 
Union will seriously spill over iríto the outside world. When 
empires break up, horrible things can happen inside them: as 
in India in 1947. Outsiders sometimes snap up a tempting 
morsel, as the United States snapped up the Philippines from 
Spain in 1898. But most of the turmoil is internal, for a good 
reason. The issue is whether the imperial power will or will 
not depart, and then who will be top dog in the liberated new 
country. The peace of the outside world was not threatened 
when Spain's Latin American empire broke up after 1815, or 
Turkey's empire collapsed after 1918, or Britain's and 
France's after 1945. A squabble or two at the fringes apart, 
the end of Russia's need be no more dangerous. 


Remember what he was supposed to do 


The one reasonable cause for concern is what this outburst v. 
nationalism might do to Mr Gorbachev. It would be a pity if 
Mr Gorbachev were thrown out of his job before he had fin- 
ished doing the things people in the West have been hoping 
he will do—unless he were replaced by someone who would 
do them better. But recall what those things were. 

He was to let Eastern Europe move towards free-market 
democracy. Done, and full marks to Mr Gorbachev. He 
would then, it was hoped, bring pluralism into Soviet politics. 
He has created a vigorous though still one-party new parlia- 
ment, and non-communists have been allowed to set up par- 
ties in a few of the non-Russian republics; but otherwise a 
multi-party system remains a distant dream. He has made 
even less progress with the introduction of a free-market 
economy. And now it is being suggested that the other thing 
expected of him, the liberation of some of those non-Russian 
republics, may be too risky even to attempt. 

Those four things were the justification of Mr Gorbachev, 
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because a freer, richer and rather smaller Soviet Union would 
be both a happier place for its own citizens and a safer place 
for the rest of the world. They remain the case for supporting 
Mr Gorbachev: provided he carries them through 

Unmaking Russia’s empire may in fact turn out to be a 
less sweeping business than the apocalypse-mongers suspect. 
The three Baltic republics plainly want their independence. 
Little Moldavia will go home to Romania if post-communist 
Romania pulls itself together. Georgia may choose freedom, 
and so now may angry Azerbaijan. The Armenians, thus cut 
off from Moscow, might hesitantly follow suit. But those 
seven republics make up under 10% of the present Soviet 
population, and not much more of its total GNP. 








The big question is whether the Slav trio of Russia, the i 
Ukraine and Belorussia will hold together, and whether the — 
five Muslim republics of the deep south will decide it is better 
to stay linked to the potentially rich Slavs than to go off on - 
their own. They may. The most powerful idea in the world at — 
the end of the twentieth century is the huge advantage of — 
economic togetherness. Even in today's uproar, that may help 
Mr Gorbachev to rescue a pretty big, workable new confeder- — 
ation out of the doomed Soviet Union. b 

What matters is that he should not try to preserve that — 
false union. Mr Gorbachev has won respect as a man who is © 
prepared to tackle the worst nonsenses of communism's past — 
70 years. To keep the respect, he must remain such a man. 





A shield for Hongkong 


More democracy would help Hongkongers' freedoms survive China's takeover 


RS THATCHER'S first instinct was right. Back in 1982 
she visited Beijing and told her hosts that “we stick by 
our treaties": while China had the right to have Hongkong’s 
New Territories returned to it in 1997, as the lease for it pro- 
vided, it had no claim to Kowloon or Hongkong Island, which 
it had granted to Britain forever in the nineteenth century. 
The Chinese were furious, Britain's Foreign Office was ap- 
palled; and the prime minister was eventually persuaded to 
change her mind. Too bad. The agreement over Hongkong 
which Britain went on to make with China in 1984 is failing 
the territory 's people. Unless China soon undergoes an East 
European-like retreat from communism, history is likely to 
judge that Hongkong would have been better off if Mrs 
Thatcher had drawn her line along Boundary Road after all, 
and told the Chinese they were not going to step across it 
until the Hongkongers voted for them to. 

It is too late for that now. It is not too late for Britain to do 
everything it can to shore up Hongkong's freedoms before 
the communist wave breaks on the colony seven years from 

w. Some sort of defence is badly needed. Since their con- 
... vative crackdown last June, the Chinese have shown them- 
selves in no mood to ease Hongkong’s post-Tiananmen fears, 
or even to listen much to what Hongkongers are saying. 

In the past few weeks the Chinese have berated the British 


for planning to give 50,000 Hongkong families full British © 


passports, calling this a violation (which it clearly is not) of 
the 1984 Joint Declaration between the two countries. The 
China-run committee drafting the Basic Law, Hongkong’s 
post-1997 constitution, has decided that no more than 1596 
of Hongkong’s legislators—and no top officials at all—will be 
allowed to hold foreign passports. It also says that only 3096 of 
the legislators (18 out of 60) will be chosen by direct election 
in 1997, rising to 5096 in 2003. The present legislature wants 
a third of its members chosen by a direct vote in 1991, 5096 in 
1995 and 10096 in 2003. How should Britain react? 

The view of British diplomats is (and always has been) 
that Britain does Hongkong no good by risking a public break 
with China over the post-1997 regime. The Chinese have the 
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raw power to do what they want with the territory; the best 
Britain can do is to keep things on an even keel with Chinain . 
the hope that yet another change in Beijing will bring ina 
more reasonable leadership willing to leave Hongkong alone. _ 
It is all right to argue with China in private, but in publica _ 

"convergence" of British and Chinese policies—over the de- _ 
gree of democracy, in particular—is the only thing that can 1 
preserve what is left of Hongkong's confidence. 5 


On the verge of divergence 3 
This sounds plausible. Experience has also shown it to be — 
wrong. China is never the sort to do its negotiating partners - 
any favours, and since 1982 every British concession over — 
Hongkong has been repaid with Chinese obduracy. Nor, - 
since last June, can it really be argued that Hongkong's "con- _ 
fidence" is being maintained by outward signs of co-opera- 
tion between Britain and China. Just the opposite: 1,000 - 
Hongkongers a week are already fleeing the place, and money — 
is likely to start following them in the next two years. 

The real argument over democracy in Hongkong is not 
the hair-splitting one about whether it should be 18 directly 
elected seats in 1991 or 20. The point is that a larger number 
of democratically chosen seats will make it that much more 
awkward for China to subvert Hongkong after 1997; and that — 
Hongkongers' opinion, so far as it can be judged, wants much - 3 3 
more democracy than China seems willing to give. 

Confrontation for its own sake is senseless. The Chinese id 
decisions on the Basic Law are still provisional, and Britain — 
should go on arguing with China about them in the hope of 
reaching a decent compromise. But if a deal proves impossible 
Britain should not hesitate to bring in more democracy than 
China wants (at the level recommended by Hongkong" s 4 
present legislature), and let China take the risk of reversing it _ 
after 1997—if it dares. Britain was mistaken to agree toa 
handover in the first place. Let it at least be firm enough now 
to make sure that China's communists get a throatful of — 
bones if they try to swallow Hongkong after 1997. | 
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De Klerk's chance 





XPEDIENT trimmer, or genuine reformer? President 
F.W. de Klerk's credentials will be put to the test when he 
opens the South African Parliament next week. Since taking 
office four months ago he has revived hopes, at home and 
abroad, that a peaceful solution to South Africa's problems is 
still possible. Those hopes will be strengthened when Mr Nel- 
son Mandela, apartheid's most celebrated opponent, is set 
free. Yet Mr de Klerk will have to do more than let an old 
man, no matter how potent his symbolism, out of prison. He 
has to show that he is ready to lead South Africa down the 
road to full democracy. 
— |n this Mr de Klerk may find his task made harder by 
recent events in Eastern Europe. Buoyed by the swift and 
largely bloodless revolutions there, the expectations of apart- 
heid's critics are running high. Mr Mandela’s release is al- 
ready assumed and discounted, even by the surging Johannes- 
burg stockmarket. White supremacy, say some, is on its last 
legs. Hardly. South Africa is not Romania. The army is not 
about to join the crowds celebrating Mr Mandela’s release 
_and overthrow the government. 
z If Mr de Klerk is not to disappoint the hopeful, he must 
therefore lower exaggerated expectations while offering real 
reforms. The bare minimum needed next week is to normalise 
political activity so that serious constitutional talks can take 
place. That means unconditionally releasing all political pris- 
 oners; unbanning political organisations, including the Afri- 
ea National Congress (ANC) and the Communist party; re- 
moving the army from the black townships; and ending the 
state of emergency, censorship and political trials. 
_ These measures would not satisfy black radicals at home, 
P id many anti-apartheid campaigners abroad. The white 
right would cry betrayal. Even so, they would probably be 
| Bhdoried by the bulk of white voters within, and to the left of, 
ruling National party. More important, they would proba- 
y win the support of the remarkably patient and unembit- 
tered blacks now leading the ANC. 
The reforms, of course, should not stop there. The re- 
‘maining pillars of apartheid— group areas, population reg- 


FT HE world’s stockmarkets, as if to prove they are but 
mindless casinos, have celebrated the victory of capital- 
| and the start of the first post-communist decade by 

ben Equities in New York, Tokyo and London have 


| South Africa’s president has to do more than set Mandela free to prove that he is serious about reform 


Tight money, sad markets 


Bond prices show that current monetary rigour is not rigorous enough 








istration, segregated schools and hospitals—must go too. But 
these manifestations of apartheid, offensive as they are, are 
less important in the long run than the political rights that 
can be used to secure a new democratic order. 

This order will be decided at the negotiating table. If Mr 
de Klerk is to carry his white electorate with him, or at least 
enough of it to give the new South Africa a peaceful start, he 
will have to keep some bargaining counters for when the real 
talking starts. Yet he should not be beguiled by the apparent 
weakness of the ANC's current position: its admission that it 
cannot pursue the armed struggle; the withdrawal of Soviet 
support for a radical revolutionary solution; the collapse of 
communism, from which the ANC took its ideological cue; 
and the differences over strategy that have now emerged. 2 
these make the ANC less intransigent, and so more likely ww 
keep the support of the outside world. Events are nowadays 
moving the way of democrats, not autocrats. 


Try saying sorry 

So let Mr de Klerk force the pace while he has the initiative. 
Taking a leaf out of the East European book, he could ac- 
knowledge publicly that apartheid was a mistake and 
apologise for the suffering it has caused. That would be emo- 
tionally painful, but would probably bring a disproportion- 
ately useful dividend in terms of its impact on the negotiating 
climate. More substantially, he should accept black demands 
for an independent chairman for the planned negotiations— 
possibly nominating South Africa's chief justice for the job. 
He should also publish a draft bill of rights that focuses on 
individual, as distinct from group, rights. 

If Mr de Klerk were to announce these changes, he would 
have earned some useful goodwill abroad. The central ques- 
tion—whether white South Africans are ready to give up 
their monopoly of power—would still be unsettled. But ` 
would be perverse not to lift at least some sanctions on Sot... 
Africa if it seemed thus set on a democratic course. It is in the 
interests of nobody, least of all the black majority, to see Afri- 
ca's richest economy unnecessarily impoverished. 





fallen by 796, 342% and 6% since the beginning of the year. 
Bond markets have taken a beating, too. Don't those people 
read newspapers? Yes, but they also study their governments' 
policy statements, and unexciting stuff such as money-supply 





figures and official economic forecasts. Their gloom is not as 
ignorant as it seems. Investors are having a justified bout of 
nerves about the outlook for inflation. 

The clearest measure of their anxiety is the yield on long- 
term government bonds. Whereas short-term interest rates 
do the bidding of central banks, long-term rates reveal what 
the markets themselves are thinking. Over a span of years, 
nothing else will have so big an effect on a bond's true rate of 
return as inflation. If the markets expect inflation to rise, they 
will therefore demand a higher long-term rate of interest. 
Over the past seven weeks, long-term interest rates have risen 
by 40 basis points (hundredths of a percentage point) in 
America, 115 in Japan and 20 in West Germany. 

Market analysts are debating whether this implied fore- 
cast of inflation is right. It might not be. Commodity prices 
point to lower, not higher, inflation. The Economist's index 
has fallen 996 in dollar terms since last October. If the past is 
any guide, this fall will in due course influence consumer 
prices. Furthermore, the pace of economic activity in the big 
economies is slowing. On the other hand, all the big econo- 
mies are already working at or close to full capacity, wage costs 
"eon an upward trend almost everywhere and recent mone- 

‘y growth has been worryingly quick. Inflation worries and 
stockmarket jitters are hardly surprising. 

Needless to say, the forecast of inflation implied by bond 
yields might turn out to be wrong, just like any other forecast. 
If so, some clever (or lucky) investors stand to do well by bet- 
ting against it. That is fine: second-guessing the market is 
what financiers are paid to do. However, dire trouble looms 
when governments are tempted to play the same game—as 
they nearly always are. 

Over the long term, any country's inflation rate depends 
mainly on the conduct of economic policy, and above all on 
monetary policy. So if bond markets revise their guesses 
about future inflation upwards, they are casting a vote of no 
confidence in their governments. Their new prediction might 
prove self-fulfilling, and is therefore dangerous in itself. A 
sensible government will want to see it revised. An irresponsi- 
ble one will say: we know better, there is no cause for concern. 



























Far from restoring confidence, that attitude is likely v to caus dae 
expectations of inflation to ratchet higher still. ce 

Mr George Bush and his White House officials are again. 
telling the Federal Reserve to stop worrying about i 
and to cut short-term interest rates. Such advice was impru- 
dent when long-term bond yields were steady. Now that 3 
have risen, it is reckless. The administration's economists ai 
not stupid: they can only be remarkably cynical. In calling for or 
lower short-term interest rates they must expect one of tw 
outcomes. The Fed might do the right thing, and disob Y | 
Short-term rates will be slow to fall; inflation will subside a: 
growth winds down. In this case the Fed can be blamed for 
the pain of disinflation. Or else the Fed might obey: short- 
term rates would be lower, inflation and long-term rates 
higher. Mr Bush will shine in the next opinion poll, and then 
blame persistent inflation on the Fed (“whose bounden duty 
was to preserve the purchasing power of the dollar"). 


Even the faithful waver 


To a lesser extent, the anti-inflationary resolve of other go K 
ernments is also in doubt. The Bank of Japan’s new gove: 
Mr Yasushi Mieno, is thought to be keen on higher intere E 
rates, but the Ministry of Finance frets about the havoc this- 
might cause in Tokyo's inflated asset markets (and next 
month's general election). The recent stockmarket falls may 
have made the ministry’s voice louder. West Germany's. 
Bundesbank has been uncharacteristically reluctant to usein- 
terest rates to cap its own inflationary pressures, preferring to 
do the job with a realignment of the D-mark against the other 
European currencies. When that tactic failed, the 
Bundesbank began hinting that short-term interest rates 
would soon need to rise—but the hesitation was noted. 

Excuses for funking the small discomforts that are needed. 
to curb inflation are always easy to find—until eye 
high inflation makes much worse pain unavoidable. One c 
the Fed's governors, Mr Wayne Angell, said last week that 
inflation of 4/296 in America was already ‘ "unacceptable" : ¢ 
that ' ‘whatever policy brings down bond yields is the right 
policy." He was correct on both points. 
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Drofiting from disease 


Beware muddled emotions about “excessive” prices for drugs 


N AIDS sufferer diesa horrible death, too poor to buy the 
drug that might prolong his life. A manufacturer counts 
handsome profits from its sales of an AIDS treatment, and lec- 
tures its critics on the economics of the pharmaceuticals busi- 
ness. There could hardly be a more one-sided battle for public 
opinion. Pressure from America’s AIDS lobby has helped to 
force Britain's Wellcome to cut the price of its AZT treatment 
from $10,000 to $3,000 per patient per year since the drug 
was launched in 1987. This has alerted Congress to larger 
possibilities, and a campaign is now on to curb the “‘exces- 
sive" profits earned by the drugs industry as a whole. Sadly, if 
this campaign succeeds, the biggest losers may be the very 












people in whose name it is being waged. 

At first sight, the protesters have a point. All over t t 
world, drugs companies operate in markets that are rigged by 
governments. Controls on prices and profits, complex ap- 
provals procedures and many other forms of intervent ion 
mean that the drugs market is anything but “efficient”. Ir 
such a market, the idea that competition is yielding just di 
right amount of profit and innovation is pretty unconvincing. 
The history of AZT is a case in point. Even at a price of $3,000, 
the drug is thought to be making Wellcome a margin of 70% 
over production and marketing costs (though nobody outsid 
the company can be sure); by now revenues have probab y 
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repaid the company's initial development costs. By the stan- 
.. dards of most other businesses, that still looks excessive. 
Note, though, that AzT was an unusual drug. America's 
= Food and Drug Administration gave it speedy approval, 
~ partly because AIDS patients and their lobbyists furiously de- 
manded it do so. Meanwhile, competitors for AzT took longer 
to emerge than expected. As a result, Wellcome has been a 
monopolist for longer than a drug company would normally 
expect. The AIDs lobby was probably right to say that AZT was 
too dear for too long. (Initially, its own efforts had helped to 
. make it so.) In general, however, the charge that drugs compa- 
= nies make "excessive" profits looks increasingly out of date. 
b By 1991 other anti-AiDS drugs, such as ddi, should be ap- 
proved and will begin to compete with AZT. In other thera- 
=~ peutic areas, science has increased the pace at which novel 
= drugs are challenged by newcomers. The gap between first 
. and second drug launches used to be five years or more; now 
. itcan be less than two. Drug companies used to behave cosily 
. toward one another, but no longer—witness the recent spate 
A of mergers and takeovers (see page 61), hitherto unknown in 
. the industry. Competition on price is growing, too. Eminase, 
an anti-heart-attack pill which was recently launched in 
America, was priced well below that of the rival product, 
A Genentech's TPA. Drugs companies no longer maintain a gen- 
 dlemanly silence if they think their rivals' claims are exagger- 


Einstein is dead 
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E It is time for some new household gods 


TASON DONOVAN is an Australian actor and a singer. 
More importantly, in many millions of homes he is what 
the Romans called a household god. Images of the golden- 

fleeced Jason are pinned on bedroom walls and are adored: 
. not only by the impressionable young, but by their parents 
who have seen him and his friend Kylie Minogue rise to god- 
like status from being just one of the “Neighbours”. 

Household gods cause no harm, and may even be desir- 
_ able. They can be treated unseriously, which God cannot. 
= The gods of the young have the lifespan of butterflies—not 
. much longer than the 15 minutes of fame Andy Warhol de- 
clared available to anyone. Jason Donovan's quality is his or- 
- dinariness. You can take only so much ordinariness. Fortu- 
. mately, he and Kylie are replaceable, and replaceable. 

Yet there are now empty seats in the ghostly world of 
. household gods. The young and silly are well provided for, 
but not the old and silly. They cling to gods who are losing 
. power. People who claim never to have heard of Jason and 
Kylie will allow Wittgenstein into their conversation. Their 
. listeners will nod, not because they have read one word of 
“Tractatus Logico-philosophicus", but because Wittgenstein 
— is a household god. His very name suggests life on a higher 
.. plane. Einstein gets the same veneration, although his work is 
. relatively little understood. So does the unreadable James 
— Joyce. So does Arnold Toynbee, whose 12 volumes of history 
.. may have been read covers to covers only by himself. So does 


d. GR 
j | 
a B. 





a ^ à " " “ í 
UNA 4 fu lis a TA Ye 


"T 






ated: they sling mud, like Be competitors should. 

Despite the failings of the global drugs market, compe- 
tition of this sort is the best way to bring new, cheap drugs 
into existence. But street marchers and populist congressmen 
should remember that competition cannot work without 
profit. Around 150 anti-Aips drugs have been investigated. 
Many of them have already turned out to be ineffective or 
toxic; more will be rejected in due course. If companies are to 
risk the losses that such abortive quests entail, they must be 
allowed to make money—and in amounts that seem large by 
the standards of less risky businesses—when they get it right. 


Wicked but helpful 


To some people, it will always be unethical for anybody to 
profit from another’s injury. Taken to an extreme (better no 
new drugs than anybody becoming rich by inventing them) 
that view collapses into absurdity. But even quite moderate 
versions of it are not much less silly. If society is offended at 
the thought of people with AiDS (or any other sorts of patient) 
too poor to afford treatment—as well it might be—let the 
government pay, and justify this public spending alongside 
the rest. That is a matter for social policy. A thoughtless 
sault on drug-company profits is beside the point, and all t... 
likely to leave those unlucky enough to need treatments yet to 
be invented worse off. 








Picasso, who stopped painting properly when he was 26. 
Obscurity of style is not an essential qualification. Ezra 
Pound is not in the canon. Hemingway, an easy read, is. But 
then Auden, an easy poet, is not. Virginia Woolf gets in as the 
token goddess. Solzhenitsyn may qualify, although household 
gods are not supposed to be insufferable. But, all in all, the 
Wittgenstein generation is fading, as Freud, Shaw and Wells 
did before them: those three were canonised, but were sur ~- 
seded. Who is to shoulder this magical burden as manki 


nervously approaches the millennium? 


Sainthood is for random walkers 


The inventive publicity world does its best to provide house- 
hold gods for every occasion. But the captains of industry, 
takeover barons and climbing politicians whom it serves 
rarely have that sliver of selflessness essential to even an ap- 
prentice god. The best they can hope for is not to be branded 
as a household devil. Becoming a saint is a random affair, as 
the world’s expert on the subject, the Roman Catholic 
church, will confirm. Who would have predicted that the un- 
holy Mikhail Gorbachev would become a household god? 
Not just yet: not until he is dead or ruined, living in Outer 
Mongolia or Texas. But he is destined for the canon. “Yes, he 
was the catalyst . . . ” etc. Household-god talk. A list of one. 
There must be others, but does heaven know who they are? 
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JAPAN'S GANGSTERS 


Honourable mob 


Even in organised crime Japan is ahead of other countries. Its 
criminals carry business cards, not submac 


€ TO LACK RAIN", Ridley Scott's grip- 

ping film about Japanese gangsters, 
sacrifices reality for drama in only one re- 
spect. Its villains are always to be found in 
steel mills, deserted farmhouses or under- 
ground carparks. 

[n fact, when the yakuza, as Japan calls 
*s mob, have important business, they do it 

r their own offices, clearly marked and 
open 24 hours a day. Like other Japanese, 
they greet strangers with a business card 
showing their organisation and rank. The 
biggest crime syndicate, the Yamaguchi- 
gumi, prints an 18-page internal telephone 
directory, complete with a bland code of 
practice on the inside front cover. 

For proof of this well justified confi- 
dence, look at a videotape showing the in- 
stallation ceremony last year of the syndi- 
cate's fifth kumicho, supreme chief. As well 
as the Shinto ceremony and the new don's 
sword of office, the film also shows the gang- 
ster guests, scores of them, dressed in formal 
kimono and recorded carefully, one by one, 
as they entered the ceremony, with their 
name and rank subtitled on the screen. A 
startling piece of undercover police work, 
you might think. Not at all. The video was 
made for the syndicate, which circulated 
copies in elegant white-and-gold presenta- 

'on boxes bearing on the front the name of 

ye group, its logo (below) and the charac- 
ters for "happy occasion”. 

When a Tokyo television station, TBS, 
got hold of one of the tapes and broadcast a 
short section of it, the syndicate's second-in- 
command, Mr Masaru Takumi, promptly— 
did what? Declared this was just the annual 
outing of the Ginza canary-fanciers club? 
Threatened the station? Fitted up the news- 
caster with a concrete waistcoat? No, he 
sued for breach of copyright, claiming Y 10m 
($70,000) in damages. 


War, victory and turning-point 

The ceremony shown in the videotape 
was perhaps the most momentous 
event in the history of the Yamaguchi- 
gumi since its foundation in 1915. It had 
a membership of only 25 after the second 
world war. But under the American occupa- 
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tion, the gang's third boss, 
Kazuo Taoka, began to build it 
up by hostile takeovers. By the 
end of the 1960s he had be- 
come the chief of 10,000 gang- 
sters and the most powerful 
mobster in Japan. 

He died in 1981, and the 
gang was thrown into turmoil. 
After three years two candi- 
dates for his mantle submitted 
themselves to a vote. The loser 
refused to concede, set up a 
syndicate of his own called the 
Ichiwa-kai, and declared war. 
[n January 1985 the official 
winner was murdered outside 
his mistress's apartment, along 
with his two top sidekicks. 

That bloodshed did not 
end the war, however. lt 
merely embittered the survi- 
vors inside the Yamaguchi- 
gumi against their breakaway 
rivals. For four more years, the 
two gangs battled it out for supremacy. 

The old syndicate had fewer members 
than the new. But it had two useful things 
on its side. First, the logo, which has ac- 
quired tremendous brand recognition over 
the years. Many non-criminal Japanese 
know the sign, and react with fear and awe 
when they see it. Gangsters who wear it in 
their lapels do better business than those 
who do not. Second, the Yamaguchi-gumi 
had allies. It struck deals with smaller gang- 
ster groups from Kyushu to Hokkaido, and 
made them promise to have nothing to do 
with the upstart Ichiwa-kai. 












Business-suited 


It worked. When a truce was eventually 
called last March, the renegade was forced 
to dissolve the Ichiwa-kai and retire. After a 
brief skirmish with their murdered chief's 
younger brother (who had kept the ceremo- 
nial sword, and had ideas of his own), the 
leaders of the Yamaguchi-gumi last July 
chose Mr Yoshinori Watanabe as its boss. 

His installation ceremony was therefore 
a turning-point in the gang’s history. It has 
stemmed the sporadic inter-gang warfare 
that had become common. By re-establish- 
ing solidarity, it has reduced the vulnerabil- 
ity of organised crime to police crackdowns. 
And it has boosted its membership to 
21,000. “The Yamaguchi-gumi is now stron- 
ger than it has ever been in its history,” says 
Reikichi Sumiya, editor of Asahi Geino, a 
Tokyo magazine that devotes much of its 
coverage to the doings of gangsters. 


Rooted in society 
A golden age for gangsters? In Japan? 
The country where women walk through 
the streets of the capital late at night with- 
out fear, where children hardly big enough 
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to climb on to the seats travel the subway 
alone, where a dropped wallet will as likely 
as not be sent back to the owner within a 
day or two by post? 

Yes. Japan's National Police Agency es- 
timates that Japan has 80,000 gangsters. 
True, 25 years ago it had 180,000, out- 
numbering the army; but 80,000 is still more 
than 20 times the membership of America’s 
mafia. Almost a third of all the prisoners in 
Japanese jails are said to be yakuza; 80% of 
the criminal-defence work paid for by the 
defendants themselves (rather than through 
public legal-aid funds) is yakuza business. 

One explanation is that Japanese crime, 
like so many other things in Japan, is done 
in orderly, organised groups. Gangs have 
their patches, and their own lines of busi- 
ness. Woe betide the intruder who tries to 
collect protection money from an already 
protected street market; still more woe be- 
tide the pickpocket whose activities drive 
away that market’s customers. In their inter- 
nal structure, the gangs are highly central- 
ised and becoming more so. 

Gangster groups also have shadowy 
links with politics. A couple of years ago, a 
Liberal Democrat member of parliament 
was videotaped singing songs at a gangster 
party. He was alleged to have visited gang- 
sters in jail, and to have accepted yakuza 
support in his successful bid for re-election. 

Some say the yakuza have their own 
members in parliament. Certainly some 
gangster bosses keep offices next door to 
those of members of parliament. And the in- 
dustries in which organised crime is most ac- 
tive—such as construction, which must rely 
on casual labour, and pachinko, the pinball 
gambling game that is one of the country’s 
biggest businesses—make hefty political 
contributions. 

The gangsters’ relationship with the po- 
lice is unclear. Almost any suburban street 
in Japan has its pachinko parlour, protected 
if not owned by organised crime and offer- 
ing theoretically illegal money prizes, under 
the eyes of the police. Tokyo’s leading red- 
light district, thronged with yakuza, carries 
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All just good friends 


on its business—also illegal, since the late 
1950s—within a stone's throw of the local 
police-box. 

The Japanese magazine writers who 
know the gangsters best say actual bribes to 
the police are few, but both parties know 
how far they can go and take care not to 
overstep the mark. To help the police save 
face after an underworld assassination, the 
gang that carried it out may offer up a junior 
gangster who will confess and go to prison 
on behalf of his boss. The Yamaguchi-gumi 
has even organised leaflet campaigns and 
street marches against drug-taking. 

The police certainly get to know their 
adversaries well. When the Far Eastern Eco- 
nomic Review sent a reporter to talk to a 
gangster in 1984, the reporter found him 
"having tea and a friendly chat with a highly 
placed official of the Osaka police". 


Popular heroes 


These ambiguities reflect the ambivalent at- 
titude of Japanese society to organised 
crime. “The gangster's lusts are for money, 
power, politics," says Mr Yukio Yama- 
nouchi, a lawyer who often acts for the 
Yamaguchi-gumi and who has written two 
books about gangsters. "These are all hu- 
man values." 

They certainly strike a chord with the 
public. Tales of the gangsters, with their 
shoulder-to-knee tattoos, flashy suits, dia- 
mond-studded watches and stretched Mer- 
cedes limousines, bring a touch of the exotic 
to the life of the humblest salaryman. Mr 
Yamanouchi's first book, "The Lonely Hit 
Man”, sold 180,000 copies and was made 
into a film. Mass-market magazines do a 
roaring business in sensational gangster arti- 
cles. The public also laps up yakuza films, in 
which the gangster is glorified as the modern 
equivalent of the samurai. 

The yakuza themselves are outstanding 





at public relations. Their claim to be tb» 
champions of the outcast and the dowi 
trodden holds more than a grain of truth: 
the underworld is one of the few areas of 
Japanese society where being of Korean an- 
cestry or a burakumin (a member of Japan's 
old untouchable caste) does not matter. The 
gangsters have a moral code of their own 
which is nearer the samurai tradition than 
modern urban life is. 

The relation between an oyabun, a boss 
(literally, father), with his kobun, his side- 
kick (child), is a sacred one; gangsters are ex- 
traordinarily conscious of seniority and loy- 
alty. Their picturesque way of atoning for 
mistakes or of expressing solidarity is to lop 
off the second joint of their own little fingers 
and to send the grisly morsel in a bottle as a 
peace-offering. Syndicates even provide so- 
cial services for their members. 

When The Economist's reporter went 
to interview Mr Masao Katsuragi, one of the 
Yamaguchi-gumi's top ten, he was treated to 
an extraordinary display of politeness. M 
Katsuragi, who has the twinkling eyes of 
favourite uncle, has served 12 years in jail 
for murder. He had been the chief of the 
syndicate's hit squad, he said; some of his 
victims were killed with pistols, others with 
Japanese swords. Now his official occupa- 
tion is antique-dealing; but at a lavish din- 
ner in an Osaka restaurant—one of those 
offers that even an upright paper like this 
one cannot refuse—he was quite willing to 
talk about real business. 

Did he not regret his criminal life? “Ab- 
solutely not," replied Mr Katsuragi, launch- 
ing into a monologue about the chivalry of 
the yakuza lifestyle, and the danger and fear 
it imposes on the gangster's family. 

As if confirming the suspicion that he 
was the model for “The Lonely Hit Man", 
he called for a record of a popular song he 
had written about the sadness of a gangster’s 
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wife. Asked why his standing at the restau- 
rant seemed so high, he answered simply: 


"We tip well. And we're the best-behaved, 


most polite customers there are." 


Speed, sex and new religion 


The size and sources of the gangsters' money 
are a matter of guesswork. Our chart shows 
a police estimate; some estimates are several 
times higher. But at least the figures give an 
idea of the breadth of yakuza activities. The 
list is familiar: drugs, gambling, blackmail, 
loan-sharking, protection. Organised crime 
has grown fat on Japan’s growing wealth. 

The drugs figure looks surprising, given 
the Yamaguchi-gumi's supposed hostility to 
drug-dealing. Yet it shows merely the differ- 
ence between appearances and reality. Al- 
most half the 20,400 people arrested in Ja- 
pan in 1988 for trading in or owning illegal 
stimulants such as “speed” were members of 
crime syndicates. The gangsters also deal in 
heroin and cocaine when they can get them. 
So far, these drugs are not widespread in Ja- 
pan; arrests in the narcotic and opium cate- 
gories ran to a total of only 300 last year. No 
thanks are due to the syndicates for this. 

Some yakuza activities are more pecu- 
liarly Japanese. The system of dango—the 
rigging of bids in the construction industry, 
which has drawn fierce criticism from Amer- 
ica—is said to be enforced by the gangsters. 
Another traditional activity is to blackmail 
companies by threatening to ask embarrass- 
ing questions at shareholders' meetings; 
once paid off, the gangsters instead shout 
down legitimate questioners. 

Other kinds of business are newer. As 
Tokyo's property boom took off in the mid- 
1980s, more and more little old ladies found 
themselves sitting tenants in a small house, 
the last obstacle to the construction of a mil- 
lion-dollar office block. Gangsters have 


made a thriving business of jiageya, terroris- 
ing them into leaving, and then profiting 
hugely from the resulting rise in site value. 

As their activities grow, the syndicates 
are beginning to see the virtues of integra- 
tion. They do not merely run brothels but 
also launder the towels and sheets. They 
make gambling machines, and have moved 
into sports shops. Some say yakuza have 
taken advantage of the recent shortage of 
doctors and nurses to buy into private hos- 
pitals, and have profited from the boom in 
new religions by setting up priests in new 
temples whose plastic Buddhas are supplied 
by gangster companies. 


And now the world 


The next step seems inevitable. If Japanese 
cars, banks and consumer electronics can 
conquer the world, why not Japanese gang- 
sters, too? 

Police have observed yakuza represen- 
tatives in the Philippines, hiring girls to 
come and work in Japan as “hostesses”. 
They know about the amphetamine supply 
routes from Taiwan to Tokyo, and from the 
South Korean port of Pusan to the Japanese 
port of Shimonoseki. They know that the 
yakuza organise sex tours abroad and ar- 
range gambling for Japanese citizens on holi- 
day in California. Thanks to some smart in- 
vestigative reporting by the Honolulu 
Advertiser, they even have details of Japa- 
nese gangsters’ penchant for buying into 
Hawaiian golf courses. 

So far the yakuza have gone abroad 
mostly for three things: to fleece Japanese 
tourists there, to invest or spend their ill- 
gotten gains legitimately, and to buy drugs 
for their domestic market. Two senior 
Yamaguchi-gumi gangsters whom the FBI 
caught in Hawaii offering to sell heroin had 
sought to be paid with firearms, which are 





strictly controlled in Japan and cost about 
ten times as much as in the free-killing 
United States. So even that intended trans- 
action was mainly directed to the home mar- 
ket. (The two men got off, by the way: the 
FBI's undercover agents, in trying to entrap 
them, went rather far in offering them deals. 
The gangsters’ reply, according to their de- 
fence, was "Hai! Hai! —"'yes, yes", which 
in Japanese is likelier to mean "Yes, we un- 
derstand” than "Yes, we agree"".) 

In fact the yakuza have two good rea- 
sons not to make a bid for market share in 
Europe or America. First, they do not have 
the necessary foothold: they neither control 
the supply of a popular drug, as the Colom- 
bian rings do, nor can they work from the 
base of a poor immigrant community, 
source of much of America's organised 
crime. Second, their home business contin- 
ues to grow at a healthy pace. There is also 
the small matter of language: few gangsters 
know English. 


The good days are passing 

Yet life at home cannot for ever stay as cor.. 
fortable for the yakuza as in the past. The 
threat comes from the possible breakdown 
of public tolerance. A few citizens, refusing 
to be cowed by the might of the Yamaguchi- 
gumi and other organisations, have even 
gone to court to have gangsters evicted from 
the apartment next door. 

More significantly, the Japanese police 
are studying ways in which the law might be 
changed. Under present rules, they cannot 
follow the practice, routine in America and 
Europe, of buying drugs on the street so as 
to have an accurate idea of the state of sup- 
ply. Nor do they carry out "controlled deliv- 
ery’, which means persuading a drug cou- 
rier whom they have caught to carry on with 
delivery of his package to the next person in 
the chain. Instead, they are required to put 
him behind bars immediately. “They are try- 
ing to cut down a tree by pulling off the 
leaves,” says a frustrated American law-en- 
forcement officer. 

Perhaps most importantly, Japanese law 
does not have any statute specifically di- 
rected against illegal organisations, like 
America’s catch-all RICO laws. This would 
make it possible to declare a syndicate such 
as the Yamaguchi-gumi illegal, and then 
take action against its declared members. 

Under present rules, the police are 
sometimes put in a ludicrous position. They 
knew every one of the gangsters who came 
to pay their respects to the new, fifth boss of 
the Yamaguchi-gumi. But the only man they 
could do anything about was one who had 
been silly enough to come to the party with a 
gun. The rest made their way in and out 
watched but not troubled; and their tributes 
to the new leader, delivered in cash, were 
handed over in envelopes with their seals 
still unbroken. 
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Politics, Japan's new and 
unexpected export success 


FROM OUR EAST ASIA CORRESPONDENT 


East Asia’s two economic wonders, Ja 


political turn in the road. First 


of government; second, the Fe 


N ITS remarkable journey from poverty 

to wealth, South Korea has borrowed 
plenty of ideas from Japan. But it had never 
done anything quite like this: on January 
22nd President Roh Tae Woo announced 
that Korea would be mimicking Japan's en- 

e political system. His Democratic Justice 
„-Tty plans to merge with two of Korea's 
three opposition parties. This grand coali- 
tion of the centre-right—to be known, with 
the thinnest of disguises, as the Democratic 
Liberal party (Japan's is the Liberal Demo- 
cratic party)—will include every party that 
counts in Korean politics save one. If there 
are no defections, it will command 222 of 
the 299 seats in parliament. 

By the time of the next election, due in 
1992, Korea is likely to have discarded its 

residential system and brought in a par- 
resin one. That would eliminate the 
possibility of divided (and thus paralysed) 
government of the sort Korea has suffered 
for the past two years and, not incidentally, 
make it easier to hand out jobs among the 
factions of the new ruling party. 

The theme of paralysis was much on Mr 
Roh's mind when he announced the 
merger. Today's parties, he complained, 
have served to deepen divisions among the peo- 
ple in carving up the electorate by region, 
rather than organising public opinion and har- 





pan and South Korea, have reached a 
Korea's attempt to adopt the Japanese way 
bruary election Japan called this week 


nessing national capabilities. Of late our society 
has been jolted by an explosion of long-sup- 
pressed strife between different classes, genera- 
tions and regions, and also by an eruption of 
pent-up demands, both occasioned by the rapid 
process of democratisation . . . The failure to 
achieve political stability has increased public 
anxiety. 


Mr Roh was thinking mainly about the 
economy. The freeing of politics 
after 1986, which in itself has 
proceeded more smoothly in 
South Korea than in Asia’s 
other recent converts to democ- 
racy, also set off a wave of strikes 
and wage rises. After three years 
of modest pay increases in the 
mid-1980s, Koreans' pay rose 
1296 in 1987, 2096 in 1988 and 
3696 in the year to August 1989 
(see chart). Consumer prices 
have also gone up sharply, and 
exports have been hurt by the 
combination of higher costs and 2 
a higher won. The dollar value of ex- “© 
ports in December was actually lower 
than a year earlier. Real economic growth 
is down as well, from double digits to only 
196. Only? That is how Koreans see it: nine 
out of ten of them, according to a Gallup 
poll this month, think the country is in an 
economic crisis. 

The government has responded with 
one quick move. The labour minister said 
last week that he is thinking of using emer- 
gency powers to ban strikes in certain indus- 
tries. But in the long run Korea's economic 
growth—and much else—will depend on 
easing the tensions between labour and 
management. This is where Mr Roh's re- 
marks come in: the different interests of rich 
and poor, city-dwellers and farmers, workers 
and bosses, cannot be settled by parties that 
are little more than regional fan-clubs for 
their entrenched leaders. 

Mr Roh's views reflect the frustration 
he has encountered as president. On paper 
his powers are large. But he was elected in 
1987 with a mere 3796 of the vote, and his 
own party holds only 127 of the 299 seats in 
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Here comes Super Roh 


parliament. Constant haggling and frequent — 
deadlock have been the rule. 4 
Mr Roh sees no such troubles when he - 
looks across the Korea Strait. In Japan the - 
party that was born in 1955 of the merger of 
the Liberal and Democratic parties has ruled 
ever since, giving the Japanese some of the 
world's stablest and most successful eco- 
nomic management. Japanese politics has 
not exactly been rife with novel ideas during 
this time, but it has been free of destructive. 
conflict. Mr Roh may well like che thought 
of politicians climbing to power not by fiery 
speeches in parliament or on the street, but 
by factional manoeuvring and the ability to- 
raise huge amounts of money. ^K 
The idea also appeals to Mr Kim Young 
Sam and Mr Kim Jong Pil, Mr Roh's new - 
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| partners. Mr Kim Young Sam's party has 60 
seats in parliament and Mr Kim Jong Pil's 


35. Those two Kims have been overshad- 
owed in recent months by a third, Mr Kim 


Dae Jung. At the head of the biggest opposi- 


. tion party, with 71 seats, the third Mr Kim 
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had come to make Korean politics look like 
a personal battle between himself and Mr 
Roh. In a Seoul by-election last August the 
ruling party won; but the share of the vote 
won by Mr Kim Dae Jung's candidate went 
up while those of the other opposition can- 
didates fell. These Kims may think they 
stand a better chance of reaching the top in 
a broad ruling party than in scrapping for 
votes outside it. Besides, they do not have a 
lotin common with their former opposition 
partner's left-wing backers. 

— Mr Kim Dae Jung is enraged. Although 
he now has the opposition field to himself, 
his is the most regionally based of all the par- 
ties. He is a hero to the fifth of South Kore- 
ans who live in Cholla province; most other 
Koreans would vote for anybody but a 


Cholla man. Without some alliance—Mr 
Kim had been trying to put one together 
against Mr Roh— his cause looks hopeless. 


His minions call the merger a “coup d'état", 


and accuse Mr Roh of reverting to a one- 


party dictatorship in the old style. 
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Mr Kim wants the merger judged in an 
immediate election, and says he will collect 
10m signatures demanding it. He may be 
tempted to accept support once again from 
the wilder anti-government dissidents from 
whom he has recently been trying to dis- 
tance himself (the students have already 
poured out to demonstrate on their cam- 
puses). But Mr Kim's best hope is simply 
that the merger will fall apart: the biggest de- 
tail—how the three parties will merge—has 
yet to be fixed. 

Otherwise, his position looks deeply un- 
promising. Next month parliament is due to 
approve the electoral rules for this summer's 
local elections. It is thinking of having the 
local councils elected through multi-mem- 


^ ber constituencies. Such constituencies are 


the backbone of the ruling-party factional 
system in Japan: they enable several of the 
party's factions to run candidates in each 
constituency, keeping all of them happy. Re- 
formers criticise Japan's multi-member con- 
stituencies for stifling change in the ruling 
party, keeping the party's monopoly intact 
and feeding the system of money-politics. 
Perhaps this is music to Mr Roh's ears. If 
they work in the council elections, multi- 
member constituencies may be brought in 
to elect South Korea's next parliament. 
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ure by the imitation it is get- 


ting from South Korea, Japan's ruling 


~ party is starting to feel a bit more like its old 
-self. The Liberal Democrats, after a horrible 


1989, now think they may scrape home with 
a small majority in the election which will 
take place (though the date has not yet been 
formally announced) on February I8th. 
Hopes, or fears, that their long ascendancy 
might at last be coming to an end, and that 
Japan might soon be governed by a wobbly 
Socialist-led coalition, are fading. 
Even if the Liberal Democrats do get the 
- 251 seats that would give them a majority of 
the lower house, they will have lost the over- 


whelming command of parliament they 


seized in 1986. That is the price they are pay- 
ing for the Recruit scandal, for the unpopu- 


larity of the consumption tax they intro- 


duced last April, and for the discontent of 


 farmers—usually their trusty supporters— 


P ith the government's liberalisation of food 
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imports. The daily workings of the next par- 


liament will require much patience and com- 


| promise (Roh Tae Woo, please note), espe- 


cially in view of the fact that last July the 
Liberal Democrats lost control of the upper 
house to the Socialists and their allies. 


Still, the Liberal Democrats look in bet- 
-ter shape than most of them expected a few 


. months ago. This is partly the work of the 
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Year of constant surprises 


new prime minister, Mr Toshiki Kaifu, 
plucked from obscurity when his predeces- 
sor was caught with his trousers literally 
down after less than a month in office. Mr 
Kaifu, whose sole virtue then seemed to be 
that he was scandal-free, has done far better 
than the party bosses had expected. The 
man on the Asakusa omnibus likes his 


Look what's happened to Kaifu 
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bland, slightly bewildered manner, his 
rather donnish turn of phrase. Mr Kaifu's 
popularity has risen steadily since he came 
to office six months ago. He may save his 
party's skin on February 18th. 

This is bad news for Mr Shintaro Abe, a 
former foreign minister, who had thought 
he could nudge Mr Kaifu aside as soon as he 
himself had done penance for taking money 
from the Recruit company. Up and about 
again after his stomach operations, Mr Abe 
has been trying to keep his name in the 
headlines. He got himself a meeting with 
President Mikhail Gorbachev, but got a flea 
in the ear when he raised with the Russians 
the question of the Soviet-occupied islands 
off Japan's north coast. Mr Abe may have 
been secretly hoping that the Liberal Demo- 
crats would come a cropper on February 
18th under Mr Kaifu's leadership. He seems 
likely to be disappointed. 

The other part of the explanation for 
the Liberal Democrats' recovery is the sin- 
gular failure of the opposition to take full 
advantage of the mess the ruling party w 
in last year. The Socialists are expected ... 
win no more than about 105 seats, up from 
their present 83, but a lot fewer than people 
once predicted. They are putting up only 
157 candidates, against the 180-200 they 
talked of in the autumn. Their hopes have 
been deflated by a curious mixture of over- 
confidence, slapdash planning, shortage of 
money and squabbling. 

The next biggest opposition group, 
Komeito—the misnamed "Clean Govern- 
ment party”, which has also had scandal 
trouble—may be lucky to hold on to its 
present 54 seats. The Democratic Socialists, 
divided at the top and now without their 
principal trade-union backer, are expected 
to lose some of their 25 seats, and in some 
people's judgment are on the verge of dis- 
integration. The Communists, though well- 
organised and as clean as they come, are lit- 
tle better off. They have had two millstones 
hung around their necks in the past year. 
the collapse of communism in Eastern E 
rope and the suppression of democracy in 
Tiananmen Square. They themselves resist 
anything faintly resembling perestroika. 
They will be lucky if they can hang on to 
their 26 seats. 

Altogether, the opposition is likely to 
win no more than 210 seats. Even allowing 
for an increase in the number of indepen- 
dents to 35 or so, that is quite a bit short of 
half the lower house's 512 seats. The Liberal 
Democrats, on that calculation, are home 
and dry, if not exactly comfortable. 

Even the hatchet-men who run the Lib- 
eral Democratic party are unlikely to dump 
Mr Kaifu if he leads the party to victory next 
month. Poor Mr Abe's calculation that Mr 
Kaifu was merely keeping the party leader- 
ship warm for him looks increasingly 
doomed. The next leader of the Liberal 


Democrats is more likely to come from the 


Ex 
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younger generation of Japanese politicians. 
The up-and-coming Mr Ichiro Ozawa, 
currently secretary-general of the party, is 
only 47 but has already built a formidable 
reputation as a fixer. It was Mr Ozawa who 
persuaded the United States not to embar- 
rass the Liberal Democrats with demands 
for Japan to buy more American rice during 
the run-up to the election. Orher “neo-lead- 


AERE 


ers" include the finance minister, Mr Ryu- 
taro Hashimoto, and a former agricultural 
minister, Mr Tsutomu Hata. But the young- 
sters are beginning to wonder whether the 
nice Mr Kaifu has confused their calcula- 
tions too. As it happens, the new year of the 
lunar calendar begins this weekend. lt is the 
Year of the Horse, the year of constant sur- 
prises. Unpleasant ones, some of them. 





Cambodia 


oeeing is almost believing 


FROM OUR SPECIAL CORRESPONDENT IN BATTAMBANG AND PHNOM PENH 


AR is a grandiose term for what is 

happening in Cambodia. The strug- 
gle between the Vietnamese-installed gov- 
ernment in Phnom Penh and the three op- 
position factions, dominated by the Khmers 
Rouges, is being fought as much with ru- 
mours and mines as with rifles and tanks. 


The Song Khmers Rouges 


The Khmers Rouges are masters at this sort 
of war. 

On January 6th they claimed to have at- 
tacked Battambang, Cambodia's second 
city, leaving its airport in flames. Two weeks 
later the government took western journal- 
ists to visit the city. The airport could do 
with rebuilding, but shows no signs of a re- 
cent attack. An unshaven local official said 
that a party of fewer than 150 Khmers 
Rouges had entered a village three miles 
away in search of rice. They burnt three 
houses and killed an 84-year-old woman 
who was too deaf to hear them coming; that 
was all. The Khmers Rouges are said to have 
no more than 1,500 men in the area. 

Battambang's administrators admit that 
several bridges on the road to Phnom Penh 
have been cut. The railway service is inter- 
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mittent (though it has rarely been much bet- 
ter). The main hospital is full of peasants 
who have had limbs blown off by mines. 
Still, plenty of food and cheap jewellery is on 
sale in the market, and the official counte- 
nance wears a stiff upper lip. 

Little of this optimism has filtered 
through to Phnom Penh. On January 24th 


Cambodia's prime minister, Mr Hun Sen, : 
P 


presented his conditions for further peace 
talks. These concede that his government 
no longer controls the west of the country. 
"It is now a concrete reality that there are 
two governments in Cambodia,” he said. 

Offering some modifications to the Aus- 
tralian plan for peace in Cambodia, Mr Hun 
Sen proposed that the two governments 
should stop fighting each other and cede 
some of their power to the United Nations. 
A national council, formed of represen- 
tatives from both sides, should take over 
Cambodia's seat at the UN, and a UN-backed 
authority should be set up to supervise a 
ceasefire and an election. Mr Hun Sen re- 
fused to say whether he would accept Khmer 
Rouge representatives on the national coun- 
cil. The opposition leader, Prince Norodom 
Sihanouk, would decide who should repre- 
sent the rival government. 

Confusingly, on January 24th the prince 
resigned (again) as leader of the opposition. 
He said he had been offended by some west- 
erners' suggestions that he was an accom- 
plice of the Khmers Rouges. This is the fifth 
time the prince has resigned. On previous 
occasions he has resumed his leadership. If 
he does so again, he sounds unlikely to pick 
Khmer Rouge people for the national coun- 
cil. On the other hand, the prince is unpre- 
dictable. Anyway, the council may come to 
nothing. Under the Australian plan the UN 
would have the real say over running the 
country until a new government was elected. 

Mr Hun Sen's proposed change to a 
multi-party system—which he describes as 
"unavoidable" if Cambodia's problems are 
to be solved peacefully—is not to the taste of 
all his colleagues. On January 26th Cambo- 
dia's National Assembly was due to start a 
debate on whether the country should do an 
Eastern Europe. Mr Hun Sen argues, not al- 





together convincingly, that the country has. | 

started down this road. The economy, he - 
says, is already based on a free market. Com- 
munists are in a minority on the powerful — 


Standing Committee of the United Front  . 


for the Construction and Defence of 
Cambodia. 
Well, yes. But the Kampuchea People’s . 
Revolutionary party, which is communist, - 
has not disappeared. Having run the coun- 
try since the Vietnamese invasion of 1978, 
and rebuilt it from the ruins the Khmers | 
Rouges had created, it says it is the glue that 
holds Cambodia together. Its hardliners are 
led by Mr Heng Samrin, the party's general 
secretary, who once ran the east of the coun- 
try as a Khmer Rouge leader. He has left the 
limelight to Mr Hun Sen, but those who | 
know him say he remains a "revolutionary — 
of the old school". That can be no comfort — 
to Mr Hun Sen, or to those who would like 
to believe that Cambodia's communists are — 
really communists no longer. 
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Echoes of war 


FROM OUR CORRESPONDENTS IN SRINAGAR AND DELHI 


ASHMIR, in the foothills of the Hima | 
layas and stunningly beautiful, used to 
be a source of pride to India. Ja 
Nehru boasted of his Kashmiri ancestry. To- 
day the walls of Srinagar are daubed with — 
uncharitable slogans: “Death to Nehru” (a 
bit late, but the drift is clear) and—the most - 
frequent— "Indian dogs go back”. 3 
The summer capital of India’s Jammu — 
and Kashmir state and other towns of the — 
Kashmir valley are under curfew. The peo- © 
ple are prisoners in their own houses. They 
are the fortunate ones. At least 46 people 
have died, most of them shot by police try- 
ing to impose order. y 
The trouble is a legacy of the partition - 
of India 40 years ago. The state has two quite - 
distinct parts: Jammu, mainly Hindu, and, 
across the hills, Kashmir, very largely Mus- 
lim. Logic (and Pakistanis) might say this 
princely state too should have been parti- 
tioned. But Britain's hastily concocted rules - 
did not provide for that, and its Hindu ruler 
opted for India. For 40 years India and Paki- 





ASIA 


stan have argued about Kashmir; twice they 
have gone to war over it. For 19 years the 
fear of another war has prevented them 
making too much of an issue of Kashmir. 
Now they are at loggerheads again. 

Given a choice, Kashmiris would proba- 
bly opt for independence, or Pakistan. And 
during the seemingly peaceful years a group 
of young militants grew up undeterred by 
memories of war. Recently they have been 
killing anyone they regarded as representing 
Indian officialdom: policemen, minor gov- 
ernment officials, judges. Last month several 
thousand para-military police, inevitably 
most of them non-Muslims, were sent in by 
the Delhi government. Their often brutal 


methods have made things worse. 





[n the curfew-bound streets of Srinagar 





military vehicles, soldiers and policemen 


stand at every big crossroads. The houses 
and shops are shuttered. But, ducking down 
a side street in the medieval warren of the 
old town, any journalist is mobbed by 
crowds of men, women and children shout- 
ing slogans against the Indians. 

So Kashmir has joined the growing pile 
of problems on the desk of India’s new 
prime minister, Mr V.P. Singh. On January 
17th he appointed Mr Jagmohan (that’s his 
full name) governor of Kashmir. He has held 
the job before, and is regarded as tough but 
fair. He was no friend of the state’s widely 
disliked chief minister, Mr Farooq Abdul- 
lah, who promptly resigned. Mr Singh’s gov- 
ernment imposed direct rule over the state. 

Though he is the son of their former 





Batmonh’s last Hural? 


HE tale has a familiar ring. A once- 
mighty nation, divided between two 
rival powers; murmurs of criticism quick- 


ening into loud street protest; a people rë” 


discovering their past and their pride. No, 
not Germany. It's Mongolia. 

On January 21st in the Mongolian cap- 
ital, Ulan Bator, more than 6,000 Mongo- 
lians braved a government ban and tem- 
peratures of —20°C to demonstrate their 
support for the newly formed Mongolian 
Democratic Union. The union is led by an 
earnest 27-year-old, Mr Sanjasuren Zorig, 
a recent graduate of Moscow State Uni- 
versity. There he studied “the theory of 
scientific communism”. Now he is preoc- 
cupied with unscientific communism as 
practised by the Mongolian Revolution- 
ary People’s party. 

The union wants an end to one-party 
rule, the abolition of the leading role of 
the communist party and the introduc- 
tion of free-market reforms. It also wants 
the Great Hural, Mongolia's rubber- 
stamp parliament, to become a real 
elected parliament. Some have demanded 
that Mongolia’s former leader, Mr Yum- 
jaagin Tsedenbal, be brought back from 
Moscow to stand trial. He is hated for his 
suppression of Mongolian culture, his Sta- 
lin-like purges and his forced collectivisa- 
tion of agriculture, including even the 
herds (a vital business in a country where 
people like to eat meat three times a day). 

Mr Tsedenbal was removed from 
power in 1984. His successor, Mr Jambyn 
Batmonh, may soon go too. The ease with 
which foreign reporters have been able to 
contact leaders of the Democratic 
Union—a press conference last week was 
set up in Ulan Bator with the help of the 
state travel agency—suggests that Mr 
Batmonh's party opponents are using the 
demonstrations as a lever to prise him out. 
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hero Sheikh Mohammad Abdullah, Kash- 


miris were delighted to see the back of Mr 
Abdullah, regarding him as an election-rig- 
ger and puppet of Delhi. Mr Jagmohan 
promises honest administration, but is un- 
likely to win Kashmiri hearts. On January 
20th large crowds ignored the curfew in Sri- 
nagar to demonstrate against the arrests of 
militants. The police opened fire, killing 32. 
Srinagar had never known such carnage. 
That evening the unrest in Kashmir 
ceased to be a purely domestic affair. Paki- 
stan's prime minister, Miss Benazir Bhutto, 
declared that there could be "no compro- 
mise" with India on the Kashmiris' right to 
self-determination. She insisted that Kash- 


mir was still a disputed territory. This ap- 
peared to go against the 1972 agreement 





No doubt for "scientific communist” 
reasons, Mongolia's official statistics play 
up its industry rather than traditional ag- 
riculture. Yet Mongolia is a country of 
grassland and desert, with more than 22m 
sheep and horses and only 2m people. 
Much of the resentment at government 
policy comes from herdsmen chafing at 
the restrictions on private herds. 

But the pressure for change also comes 
from outside. Almost all of Mongolia's 
trade is done with other members of 
Comecon. But Comecon is fast disinte- 
grating. Besides, the Soviet Union wants 
Mongolia to find other friends. So it is try- 
ing to shed its reputation as the 16th So- 
viet republic and present itself as an Asian 
trader (Japan is its biggest non-Comecon 
partner), a developing country (it has 
joined the Group of 77) and a storehouse 
of minerals and precious metals. It has a 
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Warming words at 20 below 





long way to go: exports to hard-currency | 
countries in 1988 were worth only $45m. | 

Until recently close friendship with | 
Russia was vital to fend off a hostile 
China. But since China's relations with 
the Soviet Union have improved border 
trade between Mongolia and China is 
growing nicely, and locals can travel be- 
tween the two without visas. By the end of 
1990 the Russians will have removed 
three-quarters of their 60,000 troops from 
Mongolia. 

Mongolians look back for greatness to 
the thirteenth century, when their most 
famous forebear, Genghis Khan, lorded it 
with his horsemen from the Black Sea to 
the Pacific. These days more Mongolians 
live outside the country than in it. Some 
3m are just across the border in Chinese- 
run Inner Mongolia. Might Mongolians, 
in rediscovering pride in their past, also 
get the urge to reunite? For now most 
herdsmen would settle for the right to 
own their own animals. 

















THE ECONOMIST JANUARY 27 1990 


“- 


: E 
ag o LV A ce - S 





THE SECOND WORLD WAR 


by Winston S. Ch 


The Nobel Prize winning history of World War II... 
for the first time bound in genuine leather. 


"We stand on the watchtower of history... 
fighting in defense of all that is most sacred 
to Man..." 


Churchill. A man without peer. So uniquely 
fted that he authored the greatest history 
er written — of the cataclvsmic world 

events in which he played the most vital role. 


“I have never promised anything but blood, 
tears, toil and sweat...” 


Churchill. The greatest statesman of our 
time. The finest writer of our century. The 
most extraordinary combination of leader- 
ship and literature who ever lived. 


“Ifthe British Empire and its Common- 
wealth last for 1000 years, men will still 
say...this was their finest hour." 
Churchill. The last lion of Europe whose 
courage, wit, and guile saved the world at the 
most terrifying crossroad in history. 
A historic collecting opportunity. 

Now you can own the first deluxe, leather- 
bound collection of Winston Churchill's The 
Second World War 

Here is the key to understanding the cru- 
cial event of our century. Churchill, explain- 
ing how the stage for infamy was set. 
Detailing the intricacies of global war. 


Revealing the strategies that turned the tide. 
Savoring a victory made bittersweet by the 
start of the atomic age, and the cold war. 


Leather-bound to last for generations. 
Each volume is fully bound in rich, genuine 
leather. Original designs are deeply 
embossed in the covers. The spines are 
accented with 22kt gold. Pages are acid- 
neutral, gilded on all three edges. Endsheets 
are of elegant satin moiré. These are historic 
editions, Heirlooms to be treasured for 
generations. 

Respond Now! 
Churchill's 7he Second World War is avail- 
able exclusively from The Easton Press, six 
volumes for only $234.00, payable by credit 
card in six convenient monthly installments 
of just $39.00 each. To reserve vour set, 
return the coupon today. 


"History as only Churchill | could | write, 
personal proud...rich with the most 
Stately prose in our time." 

— The New York Times 

"The most stimulating and important his- 
torical works of modern times." 

— Saturday Review 


"Magnificent! !" 


— Tbe Atlantic 
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RESERVATION APPLICATION 
The Easton Press 
47 Richards Avenue 
Norwalk, Conn. 06857 


FOR FASTEST SERVICE CALL 
TOLL-FREE: 1-800-367-4534 
Please send me six volumes set(s) of 
WINSTON CHURCHILL'S — TRE SECOND 
WORLD WAR 


161-114 


Name ( Please print clearly ) 


Acklress 
Cam 
Site Zip 


Signature 

Charge each of 6 equal monthly installments of $39 00° 

(including shipping and handling charges) to mv credit card 
] VISA C] MasterCard 


L] Diners Club | [.] American Express 


Credit Card & Exp. Date 


C] I prefer not to use a credit card and will pay by 
check. Enclosed is my deposit of $117 00*. I will pay 
the balance in 3 monthly installments of $39.00* 
each 


Allow 4 to 6 weeks after pavment for shipment 


*Includes shipping and handling. Any applicable sales rax will be 
billed with shipment 












la: by her father. 


uld i the past and allow the 1950 
easefire line (which leaves about 3096 of old 


Kashmir in Pakistan's hands) to become the 






ave the quarrel a new stir by alleging that 
'akistan was helping Kashmir’s militants. 
Mr Singh hopes to hold an early elec- 
ion in the state. It enjoys a degree of auton- 
my unknown elsewhere in India. No non- 
shmiri can buy land, and its laws are not 
ubject to appeal in any Indian court. The 
estoration of democracy, Mr Singh and his 
risers hope, will take the edge off the mili- 
its’ appeal. But they may not have reck- 
ed with the Islamic fundamentalism that 
rapidly gaining ground among young peo- 




















| is not likely to let Kashmir go. 
Overshadowing the quarrel between In- 


anuary 20th, to appoint an eminent nu- 
ar scientist, Mr Raja Ramanna, as India's 
er of state for defence. Mr Ramanna is 
' father of the Indian atom bomb ex- 
underground in 1974. A purely 


ppointment can only mean that India has 
ecided to give a higher priority to its nu- 
clear-weapons and  missile-development 
programmes. 





Li FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HOUGH the plight of the Vietnam- 
ese boat people stuck in Hongkong 
was the focus of this week’s refugee con- 
‘ference in Geneva, they are the relatively 
lucky ones. Those Vietnamese who flee 
‘from Vietnam for Malaysia and Thai- 
land do not end up, as Hongkong-bound 
ones do, in unpleasant camps. Too often 
they are attacked on the way or are towed 
-back to sea, and to their deaths, when 
they arrive. 

- This month the bodies of 11 Viet- 
namese women were washed up on 
‘beaches near Nakhon Si Thammarat in 
‘southern Thailand. A nylon rope was at- 
tached to each body, in some cases tied 
around the neck. The Thai police said 
that local fishermen probably raped the 
omen and then towed them behind 
their boat until they were dead, when 
they were cut loose 

..— Last year 97 attacks on refugee boats 
in the Gulf of Thailand were reported to 
‘the United Nations, which pays for an 
anti-piracy programme. This was down 
harply from an estimated 1,250 attacks 
in 1981. However, there are suggestions 
that the true number of attacks last year 
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t he ia Indira Gandhi. They said they | 


cepted boundary. On January 23rd India- 


in the state. Still, whatever happens, In- 


and Pakistan was Mr Singh's decision, 


ul bomb, the Indians insist. But the - 
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| The even unluckier ones 
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Boat people — 


No o deal—yet 


ILL the boat people in Hongkong 
threatened with deportation to Viet- 
nam get a reprieve for a few months? Or will 
the British colony press ahead with enforced 
repatriation? The matter had been expected 
to be settled at a meeting of a United Na- 
tions refugee committee in Geneva this 
week. But the.30 countries represented at 
the meeting failed to reach agreement. 
Britain had come to the meeting, on Jan- 


uary 23rd and 24th, seeking support for its 


policy of mandatory repatriation of “eco- 
nomic ‘migrants’’—those judged not to be 
political refugees. For several weeks British 


officials have been privately misinforming 
_ reporters that America was no longer going 


to oppose Britain’s policy in public. Presi- 
dent Bush, they said, owed Britain a favour 
for Mrs Thatcher’s enthusiastic support for 
the Panama invasion. This balderdash was 
squelched on the eve of the Geneva meeting 
when a Washington spokeswoman repeated 
America’s opposition to forced repatriation. 

At the meeting America dismayed Brit- 
ain by calling for deportations to be sus- 
pended for 12 months. It takes the view that 
the longer the deportations are delayed, the 
less is the likelihood they will start again. 





| 
| 
| 
i 
was much bigger: fishermen take care to 
leave no survivors to tell the tale to a now | 
more vigilant police force. 

The boat from which the 11 women | 
were abducted may have been one carry- 
ing 17 people that the Thai authorities | 
allegedly towed back to sea from Pak 
Panang, south of Nakhon Si 
Thammarat, on January 10th. A UN off- 
cial says the allegation of official Thai in- | 
volvement is unconfirmed. If true, it 
would be the first known instance of | 
Thailand turning a boat away since the 
previous round of refugee talks in Ge- 
neva, in June last year. 

The Thai police blame Malaysia for 
the most recent incident. For the past 
five months Malaysia has been towing all 
the boats it intercepts back to sea in an 
attempt to please residents of the state of 
Terengganu. Their votes could tip the 
balance in the country’s next election. 
Around the time the women’s bodies 
were discovered in Thailand, another 23 
corpses were washed up on Terengganu’ S 
beaches. Since there were no signs of at- 
tack, their boat is presumed to have 
foundered in heavy seas. 
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Vietnam, which tends to grovel to the 
United States these days in the hope of get- . 
ting diplomatic recognition, said it agreed í 
principle with the Americans, but thougla « 
nine months would be long enough to give 
voluntary repatriation a chance to reduce 
noticeably the number of boat people in 
Hongkong camps. Britain, now against the 
ropes, grumpily said it would agree to a six- 
month delay, and seemed to have support 
from a number of countries. But America 
and Vietnam refused to budge. 

After the meeting, the chief British dele- 
gate, Mr Robin McLaren, tried to put a 
brave face on his misfortune by claiming 
that at least the meeting had agreed in prin- 
ciple to mandatory repatriation. But Mr 
Sergio Virira de Mello, the United Nations 
official who had chaired the meeting, said 
there had been no such consensus. 

The UN will now try privately to get 
some agreement between Britain and Amer- 
ica. It will be a hard task. The British view is 
that suspending deportations at all will only 
encourage more Vietnamese to come to 
Hongkong once the sailing season starts 
March. At present 56,000 boat people are 
held in Hongkong's overcrowded camps. 
Hongkong has come to feel that it can do 
nothing right, although its refugee policy is 
more humane than that of the countries of 
South-East Asia (see box). 

All the same, many Hongkong officials 
brood over the consequences of further de- 
portations. So far, deportation has been 
tried only once. Just before Christmas 51 
Vietnamese, mostly women and children, 
were put on an aeroplane to Hanoi. Hong- 
kong judged the event a success. The outside 
world, seeing. pictures of protesting people 
returned to a communist state, did not. 
Since then, riots in the refugee camps and 
several near suicides, two this week, suggest 
that the next batch of deportees will be 
tougher to deal with. 
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The west turns trom buffalo 
hunts to bonsai gardens 


COLORADO SPRINGS 


HE growing army of professional eco- 

nomic developers has a new buzzword: 
gardening. It refers not to horticulture, but 
to the notion that a state's new jobs and fu- 
ture economic growth will disproportion- 
ately come from small, local firms in its own 
back garden—not from large ones head- 
quartered outside a state and lured into it by 
tax breaks. In the western states, this idea is 
falling on fertile ground. 


The message is not new. Three years . 


10, the Southern Growth Policies Board in 
Durham, North Carolina, excoriated those 
states whose idea of economic development 
was to go on a "buffalo hunt” for big foot- 
loose plants. Instead, the board argued, 
states should nurture their local entrepre- 
neurs. Still, if the 500 economists who gath- 
ered in Colorado Springs on January 22nd 
confirmed a conventional wisdom, they also 
broke new ground. 

This was mainly because the conference 
was aimed at and dominated by westerners; 
it had been organised by the Centre for the 
New West, a one-year-old Denver think 
tank. And in two critical respects that augur 
well for the region’s future, the economy of 
the 19 western states really is different. 

The first difference lies in its interna- 
tional links. To easterners the Japanese are a 
subject of puzzled envy. At Colorado 
Springs they were honoured guests, poten- 
tial partners and teachers. One of the rea- 

ms Mr Roy Romer, the governor of Colo- 
...do, is so keen on a new airport at Denver 
is because he wants to cement his state to 
the Pacific economy. Like other western 
governors, he has trade promotion offices in 
Tokyo and Taipei. 

The western states are also looking 
closer to home. Many businessmen based in 
the west are keeping a close eye on the 
liberalisation of the Mexican economy. The 
idea of extending the United States-Canada 
free trade pact to include Mexico is one of 
increasing interest in the west. Such a North 
American free trade area, the argument 
goes, would combine Canada's strength in 
raw materials, America's high-technology 
and Mexico's cheap labour into an eco- 
nomic block capable of facing what many 
American businessmen think is the coming 
"fortress Europe". 

The international links of the western 


i 
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economy affect a second way in which it is 
different from that of most of the rest of the 
country. America is going through its big- 
gest wave of immigration for half a century. 
About 102m legal immigrants—and who 
knows how many illegals—have arrived in 
the past 20 years. Of these, at least 8096 are 
from Latin America or Asia, and the des- 
tination of choice for many of them is the 
west—above all, California. 

To an extent not yet appreciated in the 
east, it is becoming an article of faith among 
many westerners that the new immigrants— 
especially those from Asia—are the greatest 
source of entrepreneurial renewal the coun- 
try has seen for years. Startling figures are 
bandied about; there are 10,000 Chinese 
and 5,000 Korean engineers in Silicon Val- 
ley, it is said, and 270 Chinese-owned high- 
technology firms there. Heroes have been 
created. AST Research, a computer company 
founded in Irvine, California, by a Pakistani 


The western states 


Job creation by business ownership, 1984-89 
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immigrant and two Chinese, has seen its 
sales soar from $500,000 in 1972 to an antic- 
ipated $500m in 1990. r 
Though few immigrants’ firms can rival 
such growth, they are coming to typify the 
west's new economy. Mr David Birch of the 
Massachusetts Institute of Technology has 
quantified the contribution of new, locally- 
owned firms to the western economy. His 
work shows an explosion of firms in the ser- 
vice industries in the past five years and 
demonstrates the dominance of both small 
firms and locally-owned firms. i 
Is there a downside to the growth of the 
small, locally-owned firm? Mr Birch looked 
at the locations of the new firms, dividing 
the west into eight “super cities" (Denver, 
Kansas City, Los Angeles, Minneapolis-St 
Paul, Phoenix, San Diego, San T 
and Seattle), 18 large metropolitan areas, 1 
small metropolitan areas, and rural areas. 
The results are shown 
in the chart below. Eco- 
nomic activity in the west is 
increasingly concentrated 
in the largest metropolitan 
areas (not coincidentally, 
those where immigrants 
tend to concentrate). In 
small towns and rural areas 


ancisco 
* 2r rad: 


; 





100 150 200 
. 1 . s.. + 





ERICAN SURVEY 


F 
















Georgie bear 


YEAR into his presidency, George Bush is the most popular Republican in the 

White House since Teddy Roosevelt, who held the office from 1901 to 1909. 
Indeed, the two men have been compared. Roosevelt, succeeding the murdered Mc- 
Kinley, was the youngest man ever to become president; George Bush was the fourth 
oldest. But both came to office committed to softening the edges of capitalism and to 
preserving the environment; they share bursting energy, love of the outdoors and 
affection for the patriotic gesture. Mr Bush himself has often expressed his admiration 
for his muscular predecessor. Here, to celebrate Mr Bush's first anniversary in the job, 
is our comparison of the two men. 




















Theodore Roosevelt George Bush 
-. Social background, education Yankee; Harvard Yankee; Yale 
.. College sport of Boxing Soccer 
which unlikely exponent 
Toughening western Dakota Territory Texas 
experience in 
Distinguished position in Assistant secretary Youngest pilot 
United States Navy thereof therein 
|] Slaughterable dumb animal When young, quail; When young, quail; 
of choice later, anything later, bluefish 
Saint with whom feat San Juan (Hill) San Jacinto 
of heroism is associated (aircraft carrier) 
Notable phrase or action "| took it" Took it again 
in relation to Panama 
-|| Unusually common method of “By Godfrey” “And” 
beginning a sentence 
Typical exclamation "Bully" “Jim-Dandy” “Hey”; “Gosh” 
Intended amelioration of Trust-busting A kinder, gentler America 
capitalism's excesses 
Basis of claim to be the Started the Creating a cabinet 
environment president national parks secretary for the environment 
Manner of expressing sense “All men who feel any power "It was Tension City in there." 
of danger of battle know what it is like (of interview by Dan Rather) 
when the wolf rises in 
the breast." (of Cuba) 
Declaration of triumph, "Look at all these "We kicked a 
with special reference Spanish dead" little ass tonight" 
to southern Europeans (at San Juan) (of Geraldine Ferraro) 
Description of political "The president [McKinley] "Deep doo-doo" 
calamity in terms of brown, has no more backbone than 
sticky stuff a chocolate eclair.” 


the outlook is 
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bleak; small towns lost jobs 
between 1984 and 1989. 

This, too, is not a new conclusion. The 
Southern Growth Policies Board identified 
economic decline in small towns and rural 
areas as a priority in 1987. The lesson from 
the west is that such decline is hard to arrest 
even when the region as a whole has unique 
attractions and a strong entrepreneurial cul- 
ture. There is indeed a new western econ- 
omy, but resurgence is not quite the right 
word. The west's modern urban centres are 
doing better than ever. But the old west— 
like those Colorado mining towns from 
which buses run each morning, ferrying 
maids to the ski resorts—is stuck in a slump, 
with no obvious way out. 





Child abuse 


ouffer the children 


LOS ANGELES 


OR much of the 1980s, the McMart 

Pre-School in Manhattan Beach, Cali- 
fornia, was a symbol of how vulnerable chil- 
dren are to sexual abuse. lt may now be a 
symbol of how vulnerable adults are to the 
accusation of abusing children. It certainly 
demonstrates how hard it is to prove either 
guilt or innocence in such cases. 

McMartin was one of a number of nurs- 
ery schools in the prosperous beach commu- 
nities south of Los Angeles. According to a 
fervent group of parents, more than 1,000 
children at the school were molested and 
forced to participate in Satanic rituals. That 
was in 1983. Last week after a record-break- 
ing $15m, 2'-year trial, a jury threw out 52 
charges (and could not agree on 13) against 
Mrs Peggy McMartin Buckey and Mr Ray- 
mond Buckey, the mother and son who ran 
McMartin. On January 19th Mrs Buckey 
filed a $1m civil-rights suit. 

When the accusations of mass molesta- 
tion were first made, they drew national : 
tention and were followed by a surge .. 
similiar reports. In Jordan, Minnesota, in 
1984, 24 adults were accused of having or- 
gies with children, killing some and burying 
them in a riverbank. Charges were ulti- 
mately dropped against 22; the others were 
acquitted after a trial. In Bakersfield, Cali- 
fornia, a five-year-old child's accusation 
against a neighbour led to charges of moles- 
tation, ritual child-sacrifices and cannibal- 
ism. Seventy-seven adults were charged; one 
was ultimately convicted on one count of 
lascivious touching. 

Elsewhere people disclosed that they 
had been molested as children. Mr Michael 
Reagan, the former president's elder son, 
announced that he had been abused in a 
day-care centre. Even Spiderman, a comic- 
strip hero, told his own dark secret as a part 
of a publicity campaign to encourage chil- 
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Seven in trouble: Riegle, Cranston, McCain, DeConcini, Glenn, D'Amato, Durenberger 


A message from the headmaster 


LCOME back, Congress. There 
are a few items to consider as you 
settle in. The budget deficit didn't go 
away while you were on holiday, as you 
had hoped. Nor did the savings and loan 
mess, the Housing and Urban Develop- 
ment scandal, the capital-gains tax, the 
phoney social-security surplus, the trade 
deficit, the Clean Air Act, farm subsidies, 
child care, health care, drugs, Chinese stu- 
dents, Central America or Eastern Eu- 
rope. Oh, yes, and one more thing. Some 
people are saying that 11 of you have been 
naughty. Would the following please see 
me in the ethics committee rooms later. 
e Six of the best. It seems that a number 


of senators may have been a bit liberal, if 


you will excuse the term, in their interpre- 
tation of "constituent service". Mr 
Charles Keating owned a thrift in Califor- 
nia and homes or businesses in Arizona 
and Ohio. It is said that five senators— 
Banking Committee chairman Donald 
Riegle, Californias Alan Cranston, 
Arizona's John McCain and Dennis 
DeConcini, and Ohio's John Glenn— 
persuaded regulators at the Federal Home 
Loan Bank Board to back off in their in- 








dren to tell on their abusers. Reports to the 
police of mistreatment of children jumped 
“om 700,000 a year in 1976 to more than 
n a year by the latter half of the 1980s. Re- 
ports of sexual offences against children 
topped 120,000 a year, a number that ex- 
perts said was the tip of the iceberg. 
Legislatures across America have tried 
harder to make the courts comfortable for 
children who charge adults with sexual 
crimes than to protect adults from the con- 
sequences of false accusation. New rules 
have judges coming down off the bench, 
doffing their black robes, and calling fre- 
quent recesses when a child witness gets flus- 
tered. Twenty-six states, including Califor- 
nia, have passed laws permitting young 
children who are too terrified to appear in 
the same room as the accused to appear in 
court on closed-circuit television; 34 allow 
videotaped testimony. 
Courts have also agreed to allow juries 
to hear about something called Child Abuse 
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vestigation of Mr Keating's troubled Lin- 
coln Savings and Loan. 

As it happens, Mr Keating and his as- 
sociates gave more than $1.2m to various 
committees that helped their re-election 
campaigns. The excuse that all this is nor- 
mal congressional practice has simply fu- 
eled the reformers' zeal to change the 
campaign-finance laws. 

Meanwhile, in a similar vein, New 
York's Alfonse D'Amato, who is well- 
known for bringing home the pork-barrel 
bacon, stands accused of being a bit too 
pushy in persuading the Department of 
Housing and Urban Development to slice 
off some housing-project rashers for his 
friends. The committee will be consider- 
ing all six as the term progresses and has 
hired outside lawyers to help out. 

è Author, author. Look, we talked 
about all this book-writing business back 
when Speaker Jim Wright ran the junior 
school. Members can write books if they 
must, but royalties and promotion fees 
must be not be used to get around con- 
gressional rules on outside income and 
speaking fees. If this goes on, outside in- 
come might have to go altogether. Then 


Accommodation Syndrome: this is the the- 
ory that the unreliability of a child's testi- 
mony—contradictions, exaggerations, even 
recantations—is in itself further proof that 
the child was the victim of a horrible crime. 
Wily paedophiles know how to frighten 
young children into silence, so investigators, 
the theory suggests, have to pump them 
with leading questions to elicit the truth. 

The McMartin case highlights how lead- 
ing questions can go wrong. The jurors, 
seven of whom appeared at a press confer- 
ence shortly after the verdict, said they were 
not convinced that the defendants were en- 
tirely innocent. But they were sure the inves- 
tigation had been botched, the case blown 
massively out of proportion, and the truth 
forever lost in the confusion. 

The jurors said the main defect in the 
prosecution’s case was the badgering of the 
child witnesses by therapists at Children’s 
Institute International, where hundreds of 
parents, panicked by a frightening letter 


An outside lawyer reportedly said in 

October that there was no reason to con- 
duct a formal investigation into the scrib- 
bling of House Republican whip Newt 
Gingrich, he who used to rag poor Mr 
Wright so. The House committee has not 
yet dropped the matter. The Senate com- 
mittee will soon have to rule on Senator 
Dave Durenberger s tome (an investiga- 
tion that began in September 1988). This 
has not gone down at all well back home 
in Minnesota. 
e Hanky-panky. The headmaster does 
not mind what members get up to when 
they are away from Congress, but gets a 
little upset when it reflects badly on the 
other boys and girls. If the ethics commit- 
tee decides that it does, then a ticking-off 
is in order, if not outright expulsion. Ex- 
planations please from Representative 
Buz Lukens, convicted in Ohio of hav- 
ing had sex with an under-age girl; Repre- 
sentative Gus Savage, accused by a Peace 
Corps volunteer of propositioning her in 
a car during a congressional junket to 
Zaire; and Representative Barney Frank, 
who unknowingly allowed his boyfriend 
to run a prostitution service from his 
house—and to use his parking privileges. 

Now, back to work. 


where would we be? 


from the police, had rushed their children 
for debriefing. The jurors watched video- 
tapes of the interviews several times and de- 
cided that “all of the questions were leading. 
We never got to hear the children tell their 
story in their own words.” The children had 
been so thoroughly "contaminated" by the 
interviews that nothing they later said could 
be believed with any confidence, particu- 
larly since it included fantastic tales of secret 
doors, tunnels and rooms that were never 
found, animal sacrifices and the drinking of 
blood, trips to local churches for Satanic 
rites and to graveyards where corpses were 
dug up and slashed. 

How to balance the difficulty in interro- 
gating children about things that scare and 
confuse them with the rights of the accused? 
It is a tough question, which the Supreme 
Court is going to try to answer. The court 
agreed on January 1 6th—coincidentally two 
days before the McMartin verdict—that it 
would hear two cases dealing with the issue 
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of children in court. In one, a paediatrician's 
testimony about what a young victim told 
him was thrown out as hearsay because his 
interview with the child had not been taped 
and could not be reviewed by jurors. In the 
other, the conviction of a woman who ran a 
day-care centre was overturned because the 
defendant had not been confronted by her 
young accusers, a right usually guaranteed 
by the Sixth Amendment. They had testi- 


- fied on closed-circuit television. 





The budget 


Snark hunt 


L' 
WASHINGTON, DC 


ESS than two months have passed since 
RY Congress and the administration con- 
cluded a long and tortuous row over the 


- [990 federal budget. On January 29th it all 
— begins again over the budget for the fiscal 
year 1991 that starts on October Ist. These 
a > the gimmicks to watch out for. 
E scenario. The Congressional Bud- 
get Office puts the budget deficit for 1991, if 
nothing is done, at $138 billion—$74 bil- 
lion above the Gramm-Rudman ceiling of 
$64 billion. With its usual optimism about 


Il 


D n" 


| 
: 
WASHINGTON, DC 


WILLIAM REILLY, the adminis- 
trator of the Environmental Pro- 
|| tection Agency (EPA), has plenty to do 

. this year. The environment is still the 
hottest topic on the international-con- 
|| ference circuit. The early months of this 

| congressional session will be dominated 
by new clean-air legislation. This could 
quickly become contentious. President 
Bush, alarmed at Senate attempts to 
write more stringent emission standards 
—. into the bill regardless of the cost to in- 
dustry, has given warn- 
ing that he might veto a 
measure that goes too 


far beyond the one he 
proposed last May. 
| But the busy Mr 
| Reilly will soon get a 
pleasant boost. On Jan- 
uary 24th Mr Bush said 
he wanted to turn the 
EPA into a full cabinet- 
. level Department of the 
Environment. The nec- 
essary legislation is al- 
ready under consider- 
ation in Congress. 
Environment will be the 
fifteenth statutory cabi- 
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economic growth and lower interest rates, 


Mr Richard Darman's Office of Manage- 
ment and Budget will put the deficit at less 
than $100 billion. This leaves a gap of 
"only" $36 billion (though such a big deficit 
cut has never been made before). Since it is 
OMB's forecast that counts for Gramm- 
Rudman, Congress will ignore the CBO and 
adopt OMB numbers. 

e Payday fiddles. As Congress found last 
year, moving payments and receipts back 
and forth between fiscal years is a marvel- 
lous substitute for deficit-cutting. The 
Gramm-Rudman rules apply only to fore- 
cast deficits. So additions to the 1990 deficit 
no longer count. One example of what 
might be done concerns Medicare, the fed- 
eral health programme for the old. To meet 
the 1990 target, Congress delayed some 
Medicare payments into 1991. Now that it is 
aiming at the 1991 target those payments 
can be returned to 1990 (for a double 
whammy, some 1991 payments could also 
be delayed into 1992). By this legerdemain, 
money can be spent without being counted 
against a deficit target. 

e Off-budget malarkey. For 1990 the Post 
Office was taken off-budget. There are more 
agencies that can, if they are losing money, 
be pushed off budget—or, if they are mak- 
ing money, brought back on. A special case 





Adding to the cabinet surplus 


net department. In reversing his previ- 
ous hostility to cabinet enlargement (he 
even refused to give cabinet rank to Mr 
Bill Bennett, the anti-drug tsar), Mr Bush 
is repeating a pattern set by his immedi- 
ate predecessor. President Reagan came 
to office vowing to cut the cabinet by 
scrapping the Education and Energy de- 
partments, and ended not just by keep- 
ing these but by accepting full cabinet 
status for the Veterans Affairs 
Department. 

The EPA is a more de- 
serving case for cabinet 
rank than the Veterans. 
Italy and America are 
the only big rich coun- 
tries that have lacked 
cabinet-level environ- 
ment departments. Even 
so, the change may not 
make much practical dif- 
ference. Mr Reilly reck- 
ons his access to the 
president was already 
better than any of his 
predecessors’. He has 
won fights with both the 
interior secretary and 
the budget director. 
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that deserves its own category is: 

e The savings-and-loan bail-out. In 1990 
borrowing for this was scored outside the 
budget since it was done by a new off-budget 
agency. But because some of the proceeds 
then passed through the federal books, they 
were scored as budgetary receipts. So al- 
though the thrift bail-out could in reality 
cost taxpayers over $200 billion the re- 
corded 1990 budget deficit actually shrank. 
The administration and Congress are now 
arguing about whether borrowing for work- 
ing capital to smooth the disposal of bust 
thrift assets should be off-budget. The thrift 
bail-out could continue for years to be a 
fruitful source of fake deficit-reduction. 

e Budget-process reform. If other gim- 
micks fail, Congress can still avoid serious 
deficit reduction by discussing "reforms" in 
the budget process. The Senate is due to 
vote on whether to move the social-security 
trust-fund surplus fully off-budget so that it 
is no longer available to help meet Gramm- 
Rudman targets. That could be the occasion 
for revising the targets and changing tt 
rules in other ways, all designed to make 
even easier to avoid deficit-cutting. 

e Sequestration is the technical term for 
the automatic cuts in spending that are im- 
posed when Gramm-Rudman targets are 
not met. At least the cuts are real. But it is 
still a funny way to run a government. 

Why are Congress and the administra- 
tion able to get away with such nonsense? 
Politicians see no immediate political or eco- 
nomic price to pay for allowing the deficit to 
persist. And they do see a big political price 
in proposing, say, tax increases or cuts in so- 
cial security. So America's federal budget 
will continue to look more like a book by 
Lewis Carroll than a serious essay on public 
priorities. 





Marion Barry 


Cracked 


Ws. on earth induced the voters of 
Washington, DC, to put up with 
Mayor Marion Barry for so long? The vision 
and the vigour that in 1978 led black civil 
activists and white liberals to vote for the 
ambitious son of a Mississippi sharecropper 
had evaporated by 1986 when he romped 
through to a third term, though by that time 
he had lost his white support. The mayor, 
his personal life a gossiped-about mess, had 
less and less to offer a city in growing adver- 
sity. Yet, if he had not been caught red- 
handed smoking crack cocaine last week, 
Mr Barry might have won a fourth term. 
Mr Barry is black, like 7096 of the inhab- 
itants of Washington. The colour of the 
electorate may explain why a white candi- 
date has a difficult time but not the abysmal 
failure of the black competition. The mayor 
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An advanced 5-day programme, designed to help 











financial analysis, including: 


4 How to assess the attractiveness of an industry. 
9 How to evaluate competitive ae . 
@ How to unde etstand a company's profit . 
^ dynamics. ` 
| How to find opportunities to improve 
performance. 
@ How to increase share price through organic 
growth and acquisitions. - 
@ Led by Andrew Campbell, Director of Ashridge 
| Strategic Management Centre, and Professor 
Walter Reid, Director of Management 
Development Associates Ltd., {and Tormeny at 
. London Business School). l 
DATES: 2-6 April 1990, 29 Oct-2 Nov 1990 
FEE: £1,950 + VAT includes 4 nights 
residential accommodation 
VENUE: Regency Park Hotel, Newbury, Berks, UK 
For further information please contact: 


17 Portland Place, London W 1N 3AF 
Tel: 01-323 4422 
Fax: 01-3235 0903 
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-has been able to disdain criticism of his per- 
= sonal or his professional ways, and to brag, 
. even in the last few days when he was al- 
~ ready on the skids, that he was “invincible”. 

| He was protected by a laager of black defen- 
-Ssiveness—and white unease. 
= Anattack on the mayor, however neatly 
n aimed, ran the danger of being diverted into 
an attack on black officialdom. Call the 
mayor undisciplined in his personal life, a 
poor chooser of friends, a bad role model for 
. City youngsters, and somebody would cry 
. conspiracy. The criticism would be seen as a 
E: idious plot to return the capital, which 
was granted limited home rule in 1974, to 
the mercies of a largely white Congress. 
— . Even now, when it is all over, Mr Benja- 
- min Hooks, the executive director of the 
- National Association for the Advancement 
of Coloured People, is still repeating part of 
CR , r ; ° 
this tired theme: discovering widespread 
concern lest Mr Barry's arrest was part of “a 
attern of harassment of black elected offi- 
cials by law-enforcement authorities", Mr 
“Hooks has said that his organisation will 
look into the allegation. The NAACP would 
be doing a public service if it investigated 
concern and pronounced it groundless. 
Tr is true that the rbi has been chasing Mr 
- Barry for years. But that was because he was 
breaking the law, not because he was black. 
m Mr Richard Cohen, a columnist with 
the Washington Post, compared Mr Barry's 
E: use of drugs with Darwin's theory of evolu- 
- tion: known facts that are politely called the- 
 ories. Mr Barry's fondness for the stuff 
night have mattered less if he had had a dif- 
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d nt job: it could not be ignored in Wash- 

ington, which has been turned by drug-re- 

itec violence into the city with America's 

E» p murder rate (it also has a higher infant 

rtality rate than any other big city). Mr 

Barry spent quite a bit of his time delivering 

admirable lectures to inner-city schoolchil- 

about the danger of drugs and the need 

to make something of themselves; the mes- 

the children got, since most of them 

the rumours, was that so long as they 

were smart enough, drugs could be taken or 

sold, rules broken and a Mercedes was 
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round the corner. 

The trap that finally caught the mayor 
was not pretty. Mr Barry, who had been 
talking and behaving in an ever wilder way 
(playing Russian roulette, said one ob- 
server), was framed by a former girlfriend 
co-operating with the FBI. In the evening of 
January 18th, she invited him to a hotel, 
where he bought crack from a FBI agent, was 
videotaped smoking it, and was arrested. He 
was charged with the relatively minor crime 
of possessing cocaine, for which he could be 
sent to prison for a year, and released with- 
out bail. A perjury charge is in the offing. 

The court process is expected to be 
fairly speedy; in the meantime Mr Barry has 



















to submit to weekly urine tests. In a sad 
statement in church he admitted that he was 
human and would have “to find a way to 
begin to heal my body, mind and soul". He 
did not resign but handed day-to-day 
responsibilities over to the city manager, 
Miss Carol Thompson, and set off for a drug 
and alcohol treatment centre at West Palm 


Beach in Florida. 


Run, Jesse, run? 

Mr Barry is brilliant at bouncing back but 
there are limits: nobody now expects him to 
try for that fourth term. The election is in 
November, the Democratic primary in Sep- 
tember (Democrats outnumber Republicans 
by nine to one), and candidates have to reg- 
ister by July, But if Mr Barry resigns fairly 
soon, there could be a special election to fill 
the rest of his term; if he delays, Mr David 


di 
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Clarke, the white chairman of the council, 
would become acting mayor. 

The four declared Democratic candi- 
dates, including Mr Clarke and two other 
members of the city council, have failed to 
stir the electorate to much more than a 
yawn. Interest centres on the Rev Jesse Jack- 
son Who aroused expectations by moving 
his home from Chicago to Washington— 
and moving statehood for the District of 
Columbia to near the top of his political 
agenda. But he has said only that he will not 
fight his old colleague (in the struggle for 
civil rights) and supporter, Marion Barry, 
for the job. Since Mr Barry's arrest, Mr Jack- 
son has suffered from a convenient bout of 
laryngitis. 

A poll taken by the Washington Post at 
the weekend showed Mr Jackson winning 
40% of the Democratic primary vote, with 
all the other challengers around the 1096 
mark. And it showed that he would have no 
trouble beating the Republicans' law-and- 
order candidate, Mr Maurice Turner, the 
(black) former police chief. But it als 
showed that a majority of Washingtonians, 
particularly blacks, say that Mr Jackson 
should not run for mayor; they believe, pre- 
sumably, that he should keep himself for 
higher things. And if Mr Jackson and Mr 
Barry were both out of the race, the way 
would be open for other candidates, includ- 
ing the excellent Mr Delano Lewis, who 
runs the local telephone company. 

Mr Jackson shares these doubts: accord- 
ing to his friends, he is finding it mighty 
hard to make up his mind. The advantages 
of proving that he can be both elected and, 
once elected, an inspired administrator are 
balanced by two negatives. Should a man 
who wants the White House settle for the 
District Building? Is Washington in too 
much of a mess to be turned round in the 
way that would undoubtedly be expected of 
Mayor Jackson? In an unbuttoned mood, 
Mr Barry told a reporter the other day that: 
"Jesse don't want to run nothing but his 
mouth." The inner-city young blacks, drifi 
ing downwards, are more likely to listen to 
Mr Jackson than to any other person, but 
even he is no miracle-maker. For the first 
time he would be judged by results. 

Democratic pundits who urge him on 
with talk of opportunity and challenge are 
regarded, correctly, with suspicion: their 
main concern is to get Jackson the Spoiler 
out of the way before the 1992 presidential 
campaign. But maybe, say silken voices, two 
years of success as Washington's mayor 
would not necessarily shut the door on an- 
other presidential attempt. Then again, a 
third failure to win the Democratic nomina- 
tion for president would be the end of Mr 
Jackson's career. As Washington's mayor, 
his name could go down in history as the 
man who won statehood for the city. 

It is a tough choice for Mr Jackson. 
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Friends like us 


OR countries that call themselves "stra- 
tegic allies", Israel and America have 
got on famously badly in recent weeks. 
When the Israeli prime minister said the in- 
flux of Soviet Jews pointed to the need for a 
"big" Israel, America called the comment 
unhelpful. The Americans have criticised Is- 
rael for arresting Jerusalem's leading Pal- 
estinian nationalist, Mr Feisal 
Husseini, and for renewing ties with 
the crumbling Marxist regime in Ethi- 
ia. And Mr Bob Dole, the Republi- 
can leader in the Senate, has sug- 
gested trimming American aid to 
Israel, among other countries. Israel 
suspects the Bush administration of 
putting him up to it. 

In each of these disagreements 
the arguments produced by the two 
sides are complex, but the friction has 
a simple cause. For just over a year Is- 
rael and America have been striving 
to look like the politest of allies while 
fighting a bitter war of attrition 
against each other. From the evening 
in December 1988 when Mr George 
Shultz gave the State Department 
permission to start talking to the Pal- 
estine Liberation Organisation, 
America’s priority in the Middle East 
has been to coax Israel out of the land 
it captured in the six-day war of 1967. 
Israel's aim is to hold on—literally, 
^ys its Likud party, for dear life. 

During this kind of fight tempers 
flare quickly and supposed allies start 
rubbing at one another’s sore spots. 
In American eyes, for example, Isra- 
el’s decision to renew diplomatic rela- 
tions with Ethiopia’s unsavoury rulers (and, 
some American officials have told the New 
York Times, to supply it with cluster 
bombs) looks simply perverse. To Israel 
good relations with President Mengistu 
Haile Mariam seem a price worth paying for 
a chance to reunite the 10,000 Ethiopian 
Jews still in Ethiopia with their fellow- 
Falashas in Israel. The Americans, Israel 
grumbles, ought to understand Israel's spe- 
cial sensitivities in Ethiopia. 

Israel can be pretty insensitive itself. 
The Israelis expect some 750,000 new immi- 
grants from the Soviet Union over the next 
six years—the biggest movement of Jews to 
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Israel since the 1950s. Much of the credit be- 
longs to the United States, which bullied 
Russia into letting more Jews out and then 
restricted the number who could become 
Americans. Yet Mr Yitzhak Shamir, Israel's 
prime minister, chose on January 14th to 
turn the Soviet influx into a new argument 
for Israel to stay in perpetual occupation of 





the West Bank and Gaza, the territories 
from which the Americans want it to with- 
draw. The State Department was so angry 
that Israel hastily compiled figures to show 
that only 12% of last year's Soviet immi- 
grants had settled in the occupied 
territories. 

If Israel uses Soviet Jews as an argument 
for occupation, why shouldn't America use 
the money it gives Israel as an argument for 
withdrawal? Senator Dole, who last week 
suggested cutting the $3 billion annual aid 
package for Israel (and aid for other “ear- 
marked" countries such as Egypt, Turkey, 
Pakistan and the Philippines) by 596, said 
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his idea was not an attack on Israel, merelya 
way to find money for the emerging democ- _ 
racies of Eastern Europe and other worthy 
recipients. The Israelis do not believe him. - 
Mr Yitzhak Rabin, Israel's defence minister, 
returned from America to tell the cabinet — 
that one reason for the proposal was clearly - 
the "lamentable" state of peace negotiations _ 
between Israel and the Palestinians. | 
At present the desultory hithering and — 
thithering that diplomats like to call the — 
"peace process" consists of Mr James Baker, - 
the American secretary of state, trying to en- 
tice the foreign ministers of Israel and Egypt - 
to a three-way meeting in Washington. | 
There they are supposed to raise the curtain 
on a direct meeting between Israel - 
and some Palestinians. 
Despite having agreed in princi- - 
ple to this sequence of events, Israel is 
in no evident hurry. The foreign min- — 
isters’ meeting, first mooted in De- 
cember, was expected in January and 
may now be postponed until the end 
of February. When Mr Shimon Peres, — 
who leads the Labour half of Israel's - 
government, said in Cairo on January 
24th that the talks were imminent, _ 
Mr Shamir's office, and Mr Baker, - 
promptly contradicted him. E 
The cause of the present delay, 
like those before it, is Mr Shamir’s 
determination to make sure that the - 
PLO, with its demand for an indepen- 
dent Palestine, is shut out of the di- 
plomacy. Last week’s short-lived ar- 
rest of Mr Husseini, who is widely 
regarded as a PLO representative on 
the West Bank, was probably in- 
tended to drive home the same 
point—as was Mr Shamir's attemp 
last December to sack his own science 
minister, Mr Ezer Weizman, for hav- 
ing informal contacts with the PLO. 
Some of Israel's friends in Con- 
gress are perplexed by the obstacles | 
the Israelis have raised at virtually ev- _ 
ery stage of Mr Baker’s peace efforts. Mr 
Shamir may calculate that his relations with — 
America will anyway grow progressively — 
ruder the closer he comes to peace talks. — 
It is, after all, difficult for the two allies 
to reconcile their final aims. Mr Shamir says 
the occupied lands are Israel's patrimony; 
the United States says they must be given - 
away in the cause of peace. This disagree- 
ment would become hideously obvious as | 
soon as serious negotiations began. And if 
President Bush staked his reputation on get- _ 
ting a result—as Mr Jimmy Carter did at — 
Camp David—the Americans would stop — 
chipping away at Israel's arguments and take 


37 4 























INTERNATIONAL 


i 





a bludgeon to them instead. 

For Mr Shamir it therefore makes sense 
to wage a war of attrition on procedure 
rather than face an American blitzkrieg at 
the peace table. Some Likudniks were 
thrilled by a State Department hint on Janu- 
ary 10th that Mr Baker was losing patience 
with the Middle East: many other areas of 
the world, it said, were “clamouring for his 
attention". America's withdrawal from 
peace diplomacy would be a mighty blow 
against the Palestinians' intifada. 

lt might damage Israel, too. Senator 
Dole's proposal is only one sign of Ameri- 
can disenchantment with its prickly ally. A 
recent report from the Cato Institute, an 
iconoclastic think-tank in Washington, 
urges the United States to adopt a policy of 
“constructive disengagement” from the 
Middle East, in order to cut the burden of 
aid and reduce the danger of embroilment 
in some future war. Its author, Mr Leon 
Hadar, compares Israel’s place in America’s 
new thinking to Cuba’s place in the Soviet 
Union's. That is an exaggeration: not only 
because the Caribbean is easier to ignore 
than the Middle East, but also because mil- 
lions of Americans remain tied by blood and 
sentiment to the Jewish state. Still, the 
friends have known closer times. 





Kuwait 


They want it back 


BREATH of democracy is beginning to 

stir in some parts of the Arab world. In 
Algeria, Tunisia and Jordan, political re- 
forms have been spurred by economic fail- 
ure. In Kuwait it is different. Kuwait is rela- 
tively rich, with a bigger GDP per head than 
Britain's. Now Kuwaitis want political free- 
doms too. Thousands of them have taken to 
the streets this month to demand the res- 
toration of the parliament that was dis- 
solved by the emir, Sheikh Jaber al-Ahmad 
al-Sabah, in July 1986. 

On successive Mondays thousands of 
pro-democracy supporters have defied a 
government ban by gathering in the suburbs 
of Kuwait City. Big demonstrations of this 
kind are unprecedented in Kuwait, and un- 
precedented violence—from stun-grenades, 
tear gas and truncheon-wielding riot po- 
lice—has been used to break them up. 

Kuwaitis used to be proud of being re- 
garded as relatively liberal. For years the 
emirate was the only Gulf state to have dip- 
lomatic relations with Moscow. Its press was 
lively and readable. It had the only parlia- 
ment in the Arabian peninsula, although its 
powers were limited. Only 70,000 of the 2m 
citizens were enfranchised, women did not 
have the vote and political parties were 
banned. Yet the parliament gave debating 
room to a wide range of views—including 
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those of Islamic fundamentalists, socialists 
and republicans—and opinions were vigor- 
ously aired. 

Too vigorously. In 1986 the parliamen- 
tarians challenged the government and tried 
to impeach ministers. They probed the royal 
family’s financial affairs, including its in- 
volvement in the collapse of the unofficial 
stockmarket, the Souk al Manakh, with $15 
billion of unsecured loans. At a particularly 
dangerous stage of the Gulf war, with Ira- 
nian troops sitting on the Kuwaiti border, 
parliament sternly criticised Iran for attack- 
ing Kuwaiti shipping and sponsoring sabo- 
teurs. The emir’s nerve snapped: he dis- 
solved parliament and had a censor installed 
in every newspaper office. 

Some Kuwaitis think the emir used the 
threat of Iran to get rid of an institution he 
had never liked; others that he had been 
persuaded to dissolve parliament by Saudi 
Arabia—whose authoritarian rulers regard 
all parliaments with unease. Either way, po- 
litical activity was channelled into 
diwaniyas, traditional gatherings of Kuwaiti 
men, some of them organised by members of 
the royal family or government officials. 
Since the end of the Gulf war, and the con- 
sequent warming of relations with Iran, the 
diwaniyas have become the focus of de- 
mands to restore parliament. Thousands of 
people have gathered at the homes of oppo- 
sition figures. They form the biggest politi- 
cal movement ever seen in Kuwait. 

The emir says that parliament will never 
return in its old form, and promises a more 
"appropriate" form of democracy. Kuwaitis 
fear he means an unelected "consultative 
council" of eminent figures, based on the Is- 
lamic concept of shura, meaning consulta- 
tion. A similar institution was set up in the 
United Arab Emirates (though it too has 
been suspended for the past two years) and 
another is planned for Saudi Arabia. 

Supporters of the shura system say that 
with its mixture of tribal and Islamic tradi- 
tions it suits the Arabian peninsula. This ar- 
gument cuts little ice with many Kuwaitis, 
who worry that their state, once in the van- 
guard of Arab democracy, is getting left be- 
hind. The emergence of an outspoken new 
parliament in Jordan, with which Kuwait 
has close links, had a marked impact on 
such Kuwaitis. A taste for parliamentary 
politics, once acquired, can be hard to lose. 





Haiti 


A stub in your eye 


OPES that Haiti might at last get a de- 
cent government were crushed again 
on January 20th. In the run-up to a series of 
elections—for local councils on April 29th 
and, later in the year, for a parliament and 
the presidency—the current strongman, 





General Prosper Avril, declared a state of 
siege. His tontons macoutes beat up and e 
pelled from the country several opposition 
leaders. Haiti is now more of an interna- 
tional pariah than usual, just when it desper- 
ately needs aid. lt is already the poorest 
country in the western hemisphere, and can 
ill afford further isolation. 

Mr Hubert de Ronceray, a 65-year-old 
presidential candidate and defender of hu- 
man rights, had a cigarette poked into his 
eye and was kicked and clubbed as he was 
being put aboard a plane to Miami. Dr Louis 
Roy, 74, one of the writers of the new con- 
stitution, was hit around the head and ex- 
pelled. Five other leaders were banished. Mr 
Sylvio Claude, a veteran Christian Demo- 
crat, went into hiding. Mr Serge Gilles was 
detained and released in Port-au-Prince, the 
capital, badly bruised and with his ear- 
drums perforated. Mr Antoine Izmery, a 
leading businessman, was locked up. The 
presidential front-runner, Mr Marc Bazin, 
was untouched. 

To minimise the embarrassment that ; 
these unpleasant incidents might cause, 
press censorship was imposed. Most local ra- 
dio and television stations dropped news 
programmes. The cable television service 
cut its news from abroad. 

The United States called the general's 
action outrageous and said the expelled men 
should be allowed to go home, though it did 
not offer to send 20,000 troops, Panama- 
style, to escort them. France cancelled the 
impending visit of its aid minister, Mr Jac- 
ques Pelletier. Both governments would 
have sharply increased their aid—now chan- 
nelled in small quantities through voluntary 
agencies—if General Avril had kept his elec- 
tion promises. 

Why did the general do it? His pretext 
was the unexplained murder on January 
I9th of a colonel in the presidential guard 
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and his wife. General Avril was already an- 
noyed that, before his recent visit to Tai- 
wan, Dr Roy and Mr Azmeri had sent Tai- 
wan's president a telegram questioning its 
purpose. The general was a loyal servant of 
the late President François (Papa Doc) Du- 
valier and his son, Jean-Claude (Baby Doc), 
and he is served by many Duvalierist crooks 
and thugs. The old guard will not give up 
the spoils without a fight. 





El Salvador 
The rock and 
the hard place 


FROM OUR EL SALVADOR CORRESPONDENT 


HE people who rule El Salvador, rattled 

by the offensive the country's commu- 
nist-led rebels launched last November, now 
have something else to worry about. The 
United States Congress reconvened in 

hington on January 23rd. The Salva 
aoran government and army both fear that 
it may impose cuts in the aid programme 
that has sustained them for a decade. At 
$1.4m a day, they have a lot to lose. 

Before they went off on their Christmas 
holiday, the leaders of Congress—by no 
means all of them regular critics of the ad- 
ministration's Central America policies— 
had set a test for renewing aid. They insisted 
that justice be done for the murder in De- 
cember of six Jesuit university teachers. Sev- 
eral such incidents have occurred in the 
course of the country's brutal civil war, but 
no army officer has ever before been 
brought to trial. This time four army officers 
and six soldiers have been charged. The 
most senior is Colonel Alfredo Benavides. 

The first beneficiary of this determina- 
tion to stand by the law is President Alfredo 
Cristiani, who courageously backed the 
judge who brought the charge. The presi- 
1^7t had been weakened by his apparent in- 

isiveness during the rebels’ November 
offensive. Now, by upholding the rule of 
law, he may soften the hearts of those con- 
gressmen in Washington who had been ar- 
guing that his government was not worth 
helping. If this keeps the aid flowing, El Sal- 
vador's army may need the president more 
than he needs the soldiers—which is not 
how it has often been in the past. 

Visiting politicians from the United 
States have been urging Mr Cristiani's gov- 
ernment to resume negotiations with the 
rebels. The president seems willing, but 
many senior soldiers are bitterly against it. 
That is understandable, since one of the 
rebels’ main demands is for a purge of the 
officer corps. 

Things have changed since El Salvador 
was run by the 14 families of the old land- 
owning oligarchy. Land reform has cut the 
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amount of land they possess, war has cut 
their crops, and the world market has cut 
the prices they receive. Power in the land 
has passed to soldiers, at least some of whom 
are corrupt. Irregular conduct short of cor- 
ruption is common. The New York Times 
recently claimed that a brigade commander 
had deducted a dollar from each of his sol- 
diers’ pay to build a perimeter to his camp, 
thus forcing his peasant conscripts to pay 
for their own defence. The army did not 
fight well against the rebels in November. 

The American military advisers in El 
Salvador are angry that their careful train- 
ing has produced no better results. The 
rebels are still well organised in the country- 
side, and are said to have planned a fresh 
onslaught to coincide with the reconvening 
of Congress in Washington. The arrest of 
Colonel Benavides and his colleagues seems 
to have persuaded them to wait. 

Their calculation may be that the trial of 
these men could divide Mr Cristiani's 
elected government from its recalcitrant 
army. If that proved true, the rebels’ next 
attack could be more dangerous than the 
last. The Russians claim to have stopped 
backing revolutionary guerrillas, but the 
comrades in Nicaragua have sent the rebels 
a supply of anti-aircraft missiles that could 
turn the tide of battle next time. 





Panama 


The ghosts of 
Veraguas 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


HE last Panamanian dictator but one, 

General Omar Torrijos, was born there. 
His successor, General Manuel Noriega, 
made friends there. Now the people of San- 
tiago, in Panama's western province of 
Veraguas, are getting to know 
the latest man in charge, Ma- 
jor-General Marc Cisneros, of 
the United States army. They 
are curious, too, about his 
companion, Colonel Eduardo 
Herrera, new commander of 
the new Public Forces of 
Panama. 

General Cisneros, brought 
up in cattle country near the 
Texas-Mexico border, says he 
feels at home in Panama's 
ranching district. He has 
brought home Colonel Her- 
rera from a period of exile. 
From his cousin General Torri- 
jos, who took power in a coup 
in 1968 and died in a mysteri- 
ous air crash in 1981, the colo- 
nel had hoped to inherit the 
job he now has, as chief of Pan- 


fore sent him far away as ambassador to Is- 
rael, where he was happily learning his 
ancestral Hebrew until there was a falling- 
out in 1988. 

The American and Panamanian officers 
face a special problem in Santiago, where 


men of the United States special forces are 


ati 


digging in. General Torrijos made an even 


deeper mark on his home town than else- — | 


where in the Panamanian countryside. His 


parents were teachers there, and the grand — 


colonial-style school from which he gradu- 
ated is known to be good. General Noriega 
carefully built a left-wing political following 
in the district; with representatives in the re- 
vamped security force, it still exists. This the, 


visiting officers accept: Panama's new secu- | 


rity force incorporates the great majority of 


the one it replaces, in the spirit of national 


reconciliation. 

The provincial governor appointed by 
the new civilian government of President 
Guillermo Endara has doubts about armi 
the new force. He says the people are sil 
traumatised: “They think that when the 
gringos go, some officials will try to take re- 
venge.” Yet an unarmed police force, whose 
members are not often seen on the streets, is 
not enough to keep down Panama’s many 


armed criminals. There has been a wave of. 


violent robberies, in one of which a Canal 
Commission official was shot dead. 
Torrijos’s spectre looms larger than 


Noriega’s. "He's part of the past we want to N 


forget,” says Mr Endara’s spokesman. His 


name has been removed from the national 


airport, his picture torn from its place at the 
national assembly. Some think it dangerous 


to reject what the name of Torrijos stands 


for. To be sure, he began two decades of mil- 
itary rule. But he started social programmes 
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ama's armed forces, General Noriega there- — 
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in the towns and across the country, in- 


creased pay and job security, sponsored the 


now ailing offshore banking business, and _ 
gave rural people a share in power. Above 
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skinned majority of Panama's people as well. 
Maybe it was window-dressing, but brown 
Panamanians liked their windows dressed — 
and Mr Endara's government is very pale. 
Reconstruction will bring hardship to 
many. The government grumbles that it has 
not been given any money; it will get none 
until Congress in Washington votes it the 
$500m that President Bush would like to 
provide. Nostalgia for the Torrijos days 
could help the opposition—and the main 
Opposition is General Noriega’s Democratic 
evolutionary party. 





The United Nations 
Seriouser 


FROM OUR NEW YORK CORESPONDENT 


T HE United Nations can still contrive to 
A seem wonderfully irrelevant. It has, for 
istance, declared the 1990s the decade for 
he eradication of colonialism, the vestiges 
of which (if they ignore Russia's empire, as 
hey probably will) its members will need mi- 
toscopes to detect. Such nonsenses ob- 
scure the fact that in its recently concluded 
44th General. Assembly the UN started to 
look businesslike again, despite its deepen- 
ing financial troubles. 

Even the United States, an. iekea 
critic throughout the 1980s, is taking the in- 
ternational organisation more seriously, Mr 
Thomas Pickering, the career diplomat ap- 
pointed by the Bush administration as 
America’ s representative there, has taken to 
calling it “a useful place”. He described the 


ve and realistic within memory”. His Rus- 
an counterparts say that the UN has moved 
ito "the non-confrontational world”. 

The unusually harmonious tone of the 


for informal meetings in private rather 
an the public shouting matches of old. But 
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‘class, he deliberately ei: to >the diris 


44th session as “one of the most construc- 


ith session has helped soothe the critics. - 
o has the increased enthusiasm of the five: 
rmanent members of the Security Coun- 


ot only the atmosphere has changed for - | 


e necessary or a one lection in Na 

| th Africa : - -Palestine Liberation Organisation, however 
. peripherally. Such provisoes are essential to 
t- . get Congress to vote money for the UN. In- 


. With the easing of east-west’ tensions, 
e organisation is also back in the business. - 


irig the world’s oceans of fish. International 
legislation on drug-trafficking and on the 
environment is in the works. 

The kind words for the UN please Mr Pe- 
rez de Cuellar, the secretary-general, and his 
staff. But when, they are entitled to ask, will 
members start putting their money where 
their mouths are? At the end of 1989 mem- 
ber countries were $461m in arrears on the 
general budget of the UN and $447m in ar- 
rears on its peacekeeping budgets. Part of 
this is owed by shambolic countries whose 
national budgets are in just as much of a 
mess. Argentina, for instance, owed $5m on 
the general budget (see chart), Romania 
$4m and Libya $2.9m. 

Most, however, is owed by two habitual 
bad debtors: the United States and the So- 
viet Union. The United States is $365m in 
arrears on the general budget and $153m in 
arrears on its contributions to the peace- 
keeping efforts in Lebanon, the Golan 


Heights, the Gulf, Namibia and Angola. 


Under Mr Gorbachev, the Soviet Union is 
paying its past dues, It has all but cleared its 
-arrears on the general budget but still owes 
-$125m for the Lebanon peacekeeping. 


The United States no longer glories in 
the size of its unpaid bills, as it did during 


the Reagan administration. President Bush, 


who served for a while as America's repre- 
sentative at the UN, is committed to bring 


America's contributions up to date—except 
for things the United States strongly disap- 


proves of, such as anything that involves the 


ternational organisations customarily have 
low priority in the American legislature and 


1. President Bush has shown himself less ready 
—. to lobby for the the UN budget than for his 
"pet domestic proposals. 


Unfortunately for the UN, its recent 


sion outlawed the huge n nets thata are pe denüd- | 








y m 
people in A nerica, « or anywhere else. The — 
cronyism, sloth and incompetence of so 
many of its quasi-autonomous agencies con- 
tinue to distract attention from the suc- 
cesses. So does the posturing of third-world 
members against the evils of empires that 
disappeared years ago. 





South Africa 
Preparing for son 
of Rubicon 


FROM OUR AFRICA CORRESPONDENT JOHANNESBURG 


66 E HAVE to get to the negotiating 

table," said South Africa's police 
commissioner, Lieut-General Johan van der 
Merwe. When policemen talk like that, 
South Africa really is changing. The com- 
missioner was addressing a press conference 
on January 20th, at which he noted that de : 
number of “terrorist incidents" had 
clined from 281 in 1988 to 199 last year. rar- 
from grabbing the chance to brag about his 
men's counterinsurgency achievement, 
General van der Merwe said the numbers 
showed that the exiled African National 
Congress is shifting away from violence and 
towards negotiation. 

Twice this month, the ANC has publicly 
recommitted itself to its armed struggle 
(while admitting that it cannot intensify the 
violence "in any meaningful wáy ). The po- 
lice are not alone in resisting the temptation 
to take such talk seriously. On January 18th 
the justice minister, Mr Kobie Coetsee, 
dropped the broadest hint so far that the 
ANC might soon be unbanned. Mr Coetsee 
refrained from mentioning the govern- 
ment's usual precondition: that the ANC 
first renounce violence. 

South Africa's judges are marching in 
time with the minister. Some people 
charged with promoting the ANC's gc ' 
have had the charges against them dropp 
In December two ANC activists convicted of 
undergoing military training received sus- 
pended jail sentences—a far cry from the 
ten-year term handed down in 1982 to a 
woman found guilty of little more than be- 
longing to the banned organisation. 

By encouraging such changes, President 
F.W. de Klerk has prepared fearful whites 
for bigger things. In his speech at the open- 
ing of Parliament on February 2nd, the pres- 
ident may well announce the release of the 
ANC’s most famous leader, Mr Nelson 
Mandela; by now the release has been so 
widely predicted that it will hardly raise 
white eyebrows. But expectations of change 
can be dangerous if unsatisfied. Mr de Klerk 
must shudder at the memory of his prede- 


cessor's disastrous “Rubicon speech” -in 
1985. It dashed hopes of change, and. 80. 
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She's Only Seven Years Old*... 


“I couldn't believe it! 
My daughter is already 
speaking French!" 
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Available in 
French, Spanish, 
Italian or German. 


New BBC VIDEO Language Course for Children 
Turns TV into a Language Teacher Kids Love! 


It's a scientific fact... and one of Nature's marvels. During the early NV a - ro 
years of childhood, the human mind is best programmed for learning - x 
alanguage — any language. That's why children learn so much more 

easily than adults, even before being able to read. They learn the same 
way they learned English — naturally — by listening, seeing, and imi- 
tating. In the international world our children will compete in — where so many 
Europeans and Asians start 
a foreign language early — 
a second language will be 

essential. Vital for compet- 









By exclusive arrangement with the British 
Broadcasting Corp. A program proven with thousands of 
European youngsters. And the whole family can learn the 

language, too! 





Sample ages for beginning a second language** 
Japan bbe te Age 8 France .... ., -Pre-School 
Sweden io usi eee. Age 7 Spain ...... , „Pre-School 













ing with polished sd Austria ........... Age8 Canada.......... Pre-School Proven results for pre-school through age 12. Pe - 
$ : ** Ages represent top schools and programs; compulsory language education dus ORD ong tees ipu MEER AEE mE 
accomplished peers. usually begins several years later The BBC Language Course for Children 
Give Your Child That Critical Early Advantage! Early Advantage Satisfaction 
— . 47 Richards Avenue Guaranteed 
And now, for the first time ever in the USA, your child can learn French, Spanish, Ital- Norwalk , Conn. 06857 
Call Toll-Free: 1-800-367-4534 


ian or German using the most successful Language Course for Children ever created! 

Muzzy and Muzzy Level II, breakthrough VIDEO learning programs, are produced 
by the BBC — the world's foremost teacher of languages. Specifically designed for 
children (pre-school through age 12), Muzzy and Muzzy Level II enchant them with 
colorful animation, delightful songs, and charming, involving characters. Muzzy starts 
your child on a new language and Muzzy Level II complements and builds upon 
Muzzy, adding hundreds of new words and phrases to your child's vocabulary. 


Proven Results With Thousands of Kids Like Yours! 

Through /isten-and-learn and see-and-learn, your child will begin speaking a foreign 
language from the very first day! Just like the children of the hundreds and hundreds of 
proud and grateful parents who have written us. Kids at every age level. Kids who now 
have à vital head start on tomorrow! 

Everything needed for a child to master beginning French, Spanish, Italian or 
German is included. Four video cassettes. Two audio cassettes. An activity book. An 
excellent parent's guide plus answer book. All in attractive, durable storage cases. 


No Risk Guarantee! And Save $25! 
Here is perhaps the greatest gift you will ever give your child. ..a second language. And 
at an astonishingly affordable price of just $145 t per course, payable in four installments 
of $36.25t each. Order Muzzy or Muzzy Level II today. Or, order both and save $25! 
Theres no risk! If you and your child are not absolutely-delighted, you may return the 
course(s) within 30 days for a full refund. Order today from Early Advantage, 
47 Richards Avenue, Norwalk, Conn. 06857. 
tPlus $4.75 shipping/handling per course Call Toll-Free: 1-800-367-4534 


Yes! Please send me The BBC Language Course(s) for Children 1 
have indicated. | understand only VHS format is available. 


(Please check appropriate items. ) 
Course 
L) Muzzy ©) Muzzy Level Il. (O Muzzy and Muzzy Level Il 
Language: 
LJ French LJ Spanish L] Italian C] German 


Name 
PLEASE PRINT CLEARLY 


(7, 77 NEE, PEE ER. —— 


Signature 
(All orders subject to acceptance.) 


Charge each of four monthly installments to my credit card: 
$37.44* per installment for each Muzzy or Muzzy Level I 

course; $68.63* per installment for both courses: 

L] VISA LJ MasterCard C) American Express C Diners Club 


Exp 


Credit Card No — Late 





L] I prefer not to use my credit card and will pay by check. 
Enclosed is my deposit — $50* for each Muzzy or Muzzy 
Level II course; $100* for both courses. I will pay the bal- 
ance — $99.75* for each; $174.50* for both — as billed in 
three monthly installments, 


"Includes $4.75 one-time shipping/handling per course. Applicable sales tax, if any, will 
be billed with shipment. Allow 2 to 4 weeks for shipment 


372-8509 
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helped attract economic sanctions. 

Some black politicians say that, if Mr de 
Klerk does not yield enough, they will not be 
able to contain their followers’ disappoint- 
ment. The past week has shown how easily 
things could rurn nasty. At Johannesburg’s 
airport police broke up a demonstration 
against a visiting cricket team; in Cape 
Town a demonstration was dispersed with 
tear gas and water cannon. In the past year 
more than 1,000 detained black activists 
have been released. If black protest gathers 








pace, it will not lack leaders. 
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Mr de Klerk is almost certain to concede 
enough to avoid an anti-climax. There is 
speculation that he may announce the 
scrapping of the Separate Amenities Act, 
the Group Areas Act or the Land Act. He 
may meet the ANC's long-standing precon- 
ditions for negotiation: that the movement 
be unbanned, its leaders released, and the 
state of emergency lifted. The hardest issue, 
however, is how to share out power. Mr de 
Klerk still talks about group rights, meaning 
that blacks will have power over their own 
affairs but not over whites. 


When they’ve seen Paree 


FROM OUR AFRICA CORRESPONDENT 


CCORDING to the mythmakers, Af- 
rica is the continent of the extended 
family. But for many Africans any sort of 
family life is a dream. Colonial rulers 
taxed peasants to push them into wage la- 
bour, but forbade their families to 
live with them near their jobs. In in- 
dependent Africa, as the cities 
grow, the separation persists. Most 
town jobs pay only enough to sup- 
port a single worker. His family is 
expected to subsist from peasant 
agriculture elsewhere. In Kenya and 
in parts of Zimbabwe as many as 
two rural families in every five are 
headed by women. Husbands who 
bother to stay in touch pay for it in 
long and costly bus rides home, a 
weekend or two each month. 

To many of these migrant work- 
ers, family separation seems worth- 
while. A job in an air-conditioned 
bank is less wearing than digging in 
the fields, the town is more exciting 
than the village and wages are more 
reliable than harvests, whose value 
swings with commodity prices and 
the weather. In Zimbabwe, where 
the average migrant sends about 
Z$20-30 ($9-13) home each month, 
many families survived the drought of the 
mid-1 980s thanks to relations in town. 

The system carries costs that migrants 
do not see. The highest falls on women, 
left to tend the fields and children, to 
carry the water and pound the mealies, to 
keep (sometimes to build) the house. The 
World Bank reckons that Kenyan women 
work 13-14 hours a day. They have little 
time or energy to imagine a better life, let 
alone to work for one—for example, by 
attending classes for reading or family 
planning. Trapped in their ignorance, 
women want more children to help them 
in fields that can barely support the peo- 
ple on them now. 

Despite their absence, men do not eas- 
ily surrender their authority in the vil- 
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lages. Collective action (for example, to 
build a cattle fence or dig a well) is often 
frustrated because the male decision-mak- 
ers are so seldom there. In one district in 
northern Zimbabwe the government per- 





She built her house, too 


suaded women to help dig pit latrines. 
When the menfolk came home from the 
towns they remarked that the government 
provided lavatories there and should do 
so in the country too. The wives’ co-oper- 
ation was withdrawn. 

The man in town can, however, prove 
useful to the woman on her plot. This will 
be especially true in places where the right 
to use a plot is allocated by the local gov- 
ernment or chief. In Zimbabwe, for in- 
stance, the small-holder cannot sell out; if 
he abandons his land, it reverts to the lo- 
cal authority without money changing 
hands. So land does not count as collat- 
eral, and credit can be hard to get. The 
cash to buy seeds or fertiliser therefore has 
to be earned—and towns are the obvious 
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The ANC has no intention of accepting 
the notion of group rights. It fears taking 
part in negotiations that yield nothing, lest 
it lose support to the more militant black 
movements that are keen to challenge it. Yet 
the ANC can hardly refuse to talk if Mr de 
Klerk meets its long-stated preconditions. 
To resolve this question, the ANC's leaders 
met in Lusaka on January 19th. For three 
days they considered secret proposals sub- 
mitted by Mr Mandela. Their conclusions 
are secret too. 





place to do that. One survey of 
Zimbabwean villages found that house- 
holds receiving money from a migrant 
earned a third more from farming than 
those without remittances. Weekend 
farmers with hard-working wives are more 
productive than full-timers. 

In. general, though, migrant labour 
harms farming. Overworked women are 
understandably slow to learn mod- 
ern ways. The imaginative may be 
prevented from trying out better 
ideas by husbands who continue to 
decide which seeds to plant, 
though some know little more 
about farming than the average 
townee. Wives are expected to 
manage the cattle, but may not sell 
or slaughter a beast without con- 
sulting the men. The men's incen- 
tive to use the land more efficiently 
is blunted because most of their in- 
come comes from town. The land is 
a cheap place to raise a family, and 
somewhere to retire. 

The cheapness distorts all deci- 
sions about efficient use of the 
land. It means that the food grown 
costs no more than the seeds plus 
the fertiliser (if any). Firewood is 
free. So is mud to build a hut. With 
the countryside so cheap, poor ur- 
ban workers cannot justify the cost 
of bringing up children in town. 

The flip side of cheap land is land that 
cannot be bought or sold. Collective land 
tenure often does immense harm to agri- 
culture, and drives farmers away. Unable 
to buy or sell land, smallholders cannot 
grow rich through agriculture alone. One 
season's surplus cannot invested in 
buying extra land to plant the following 
year. On the plot he has been allocated, 
the farmer can escape from poverty only if 
he supplements his farm income with 
other earnings. Urban wages seem too 
good to miss, even if earning them means 
neglecting the land. Adam Smith's 
specialisation and division of labour is 
turned upon its head by Africa's custom- 
ary law; which is one reason why so many 
go hungry there. 
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EUROPE 


Gorbachev's unwinnable war 


FROM OUR MOSCOW CORRESPONDENT 


EGIN with a paradox. Mr Mikhail Gor- 
bachev had little choice but to send 
troops into Baku, the Soviet Union's fifth 
largest city. They were needed not just to 
stop the increasingly bloody civil war be- 
tween Azeris and Armenians (though that 
would have been reason enough), but also to 
block a concerted attempt by the anti-com- 
munist Azerbaijani Popular Front to seize 
power in the republic. Yet, at the meeting of 
the praesidium of the Supreme Soviet which 
solved to send in the troops, Mr Gorba- 
chev is said to have argued against the mea- 
sure. Why? Perhaps he has be- 
gun to think that the Soviet 
Union can no longer be held 
together by force. 

It is not that the country 
lacks the manpower. The total 
strength of the armed forces is 
5m men (with another 570,000 
KGB and  interior-ministry 
troops). But the army's com- 
manders are reluctant to use 
regular troops against Soviet 
citizens. The defence minister, 
General Dmitri Yazov, is said 
to have joined Mr Gorbachev 
in arguing against the use of 
regular troops to quell the vio- 
lence in Azerbaijan. Indeed, 
much of the fighting in Baku 
this past week has been done 

Xt by the army but by crack 
terior-ministry divisions. 

Such reluctance has been amply justi- 
fied. Around 30,000 troops are now de- 
ployed in Azerbaijan and Armenia. That is 
at least twice the number Mr Gorbachev 
first thought of when he declared the state 
of emergency. Yet during the first four days 
of the military occupation this huge force 
was unable to implement the most basic 
measures of the emergency decree, among 
them the bans on public gatherings and 
strikes. More than 100 people, including 18 
soldiers, are officially said to have died; un- 
official figures range into the thousands. 

On January 22nd nearly Im people, 
about half the population of Baku, thronged 
the city's streets at a funeral of "the mar- 
tyrs’’, as those killed in the battle for Baku 
are known. A general strike brought the city 
to a halt, ships blockaded its port. As a re- 
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sult, the armed forces have been forced into 
yet more confrontation: smashing the naval 
blockade; raiding the Popular Front's head- 
quarters, formally disbanding its most radi- 
cal wing and arresting some of its leaders. 
The use of troops has seized the whole 
of Azerbaijan with a sense of vengeful grief. 
Even those Azeris brave enough to con- 
demn the pogroms against Armenians, 
which sparked this latest crisis in the repub- 
lic, have also condemned the use of the 
army. The public mood was caught on the 
day of the funeral, when the republic’s se- 





No end of misery 


nior Muslim cleric wrote an open letter to 


Mr Gorbachev: 


You have proved your failure as a political lead- 
er and a head of state... the city streets are 
stained with the blood of hundreds of innocent 
victims, including children, women and elderly 
men. There can be no justification for this 
bloody massacre and awful crime that received 
your approval. 


The decision to use troops to restore order 
in Azerbaijan has not only offended nation- 
alists and clerics. Mr Gorbachev now faces 
the first direct threat of secession since the 
civil war of 1918-21. Azerbaijan's parlia- 
ment said that unless the troops were pulled 
out within two days, it would organise a ref- 
erendum on whether to leave the Soviet 
Union. That deadline has already passed. In 


the republic's second city, Ganja, Commu- 





nist-party members burned their party 


cards, together with portraits of Lenin and 


Mr Gorbachev. 


The reliability of the party opc F 


in the republics is in question far 
Azerbaijan. In the past the authority of the 


Kremlin was exercised through regional first — ; 


secretaries, who were its representatives in — 


the provinces. Since he came to power five 


years ago, Mr Gorbachev has replaced all | 
the republican party bosses. But they in turn 


AV 


have not yet been able to clean out the old, 


often corrupt bureaucracies. The result has 
been conflict between the old local parties 
and the new party boss, leading either to the 


new men espousing the nationalist cause, as 


in Lithuania, or else to internal conflicts 
that have weakened party authority still fur- 


ther, as in Azerbaijan, and also in Georgia, 
Armenia and Moldavia. 

In Azerbaijan the weakness of the local 
party was shown most dramati- 
cally when its headquarters 
were attacked and the party 
leader driven out. He later re- 
signed, and was replaced on 
January 24th by a new leader, 
Mr Ayaz Mutalibov. But the 
strength of the Popular Front 
means that in the next few 
weeks Mr Gorbachev will have 


to negotiate with local nation- 


has denounced as. extremists 
and some of whom his troops 


has become increasingly radi- 
cal over the past few months, 
its own internal splits have also 


Gorbachev a chance to sepa- 
rate the Muslim fundamental- 


ists from the rest and get some 


talks going. 


alist leaders, some of whom he 


have arrested. But as the front 


widened. That may offer Mr - 
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Starting the talking and ending the E 


shooting in Azerbaijan are all the more nec- 
essary because the events in Baku have exac- 


erbated nationalist conflicts in other repu d 


lics and are inflicting serious damage on 

economy. The Armenian capital, Yee 
is virtually without power because of the 
blockade of supplies coming through Azer- 


baijan. Some 200 trains are stranded on the 


railways in the region and are sorely needed 


elsewhere. The Soviet railways are the arter- _ 


ies of the economy. They are beginning to 
seize up. 

The prime minister of Estonia has con- 
demned the military intervention in Azer- 
baijan. The events in Baku coincided with a 
demonstration in the Ukraine, which went 


almost unnoticed amid the bloodshed and 
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bullets. On January 21st millions of Ukraini- 
— . ans joined hands in a human chain 300 Bye-bye, queues month) than to go in search of a better 


| miles long from the capital, Kiev, to the job. Unemployment has not yet begun to 
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Y western city of Lvov. The chain was to com- 


memorate the unification, in 1918, of the 
two parts of the republic in the independent 
republic of Ukraine. 

All these matters will come to head at a 
meeting of the party's Central Committee 
which was to have taken place next week, 
but has been postponed until February 5th. 
Theoretically the Central Committee has 
the power to throw Mr Gorbachev out of 
party office. Ominously, the meeting was 
postponed after the Politburo rejected the 
agenda for it drawn up by Mr Gorbachev's 
closest ally on the Politburo, Mr Alexander 
Yakovlev. Until now Mr Gorbachev has 
managed to wrong-foot his opponents at ev- 
ery turn. In the past two years most of the 
obvious potential challengers for his job as 
Communist boss have been either sidelined 
or sacked. 

But that may not be what is worrying an 
increasingly harassed-looking Mr Gorba- 
chev. Hanging on to his party job is one 
thing. Hanging on to party power through- 
out the country is another. If the cost of 
keeping the union together by force has 
reached its limit, the only alternative is to 
rule by consent. But the angry Azeris may 
not consent to remain in the union. 





Yugoslavia 


The morning after 


AN Yugoslavia keep together now that 

the Communist party, its official col- 
lective ruler since President Tito's death in 
1980, has in effect fallen to pieces? The 
schism in the party was spectacularly con- 
firmed on January 23rd at its congress in Bel- 
grade: the congress was adjourned, then 
abandoned because the Slovene delegation 
walked out. The liberal Slovenes were in- 
censed at Serb attempts to water down or 
resist proposals to introduce a multi-party 
system, abolish political trials and transform 
the Yugoslav Communist party into a union 
of independent parties, one for each of the 
six republics and two autonomous prov- 
inces. Croatia, Bosnia and Macedonia sided 
with Slovenia; the rest backed Serbia's hard 
line. 

Within hours of the congress fiasco, Mr 
Ante Markovic, Yugoslavia's gung-ho prime 
minister, cheerfully declared: "Yugoslavia 
continues to function with or without the 
Communist party." The federal parliament 
is to be asked to pass legislation soon that 
would in effect allow multi-party politics. Mr 
Markovic has adroitly used the deadlock in 
the party to push through reforms, includ- 
ing that of the Yugoslav dinar earlier this 
month (10,000 old dinars for a new one, of- 
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FROM OUR WARSAW CORRESPONDENT 


ASTERN Europe's post-communist 
governments would do well to keep 
an eye on Poland. Since January 1st Poles 
have been living with their "big bang", 
the Solidarity-led government's attempt 
to break the economy free from its bu- 
reaucratic controls, squeeze down infla- 
tion and make the perilous leap to a mar- 
| ket economy—all in little more than a 
| year. How ordinary Poles react to the 
| pain of the experience could decide the 
fate of other free-enterprise, free-politics 
experiments. 

Four weeks may be too short a time to 
judge, but the new economics is already 
having an effect. Gone are the queues at 

_ Poland's borders: rocketing petrol prices 
and a sharply devalued currency mean 
that few people can afford to venture 
abroad. Freer prices, higher interest rates 
and new wage controls have also wiped 
out queues in the cities. For the first time 
in years ham can be bought in under five 
minutes—for 60,000 zlotys a kilo, the 
price of a Polski Fiat car in the 1970s. 
Sugar and flour are so expensive in War- 
saw that local bakers are thinking of buy- 
ing their ingredients abroad. For the first 
time black-market money-changers are 
finding it hard to match the official ex- 
change rate of 9,500 zlotys to the dollar 
(a devaluation of 3196 from the 
end of last year). 

Other results of the new re- 
forms may be slower in com- 
ing. High interest rates and re- 
cession make it hard to open 
new businesses and are already 
forcing some existing busi- 
nesses to close. The new ex- 
change rate, combined with 

| high import taxes, cuts the 

| competitiveness of foreign im- 
ports and so cushions local 
producers from competition. 
Many people still prefer to 
watch their standard of living 

| drop (maybe by up to 4096 this 











soar, though it will once the promised 
bankruptcies of large enterprises begin. | 
Meanwhile resistance from the old eco- | 
nomic mafia will make it hard to break | 
up the big monopolies, and privatisation 
goes equally slowly. 

And the people's mood? Surprisingly 
quiet. Only the farmers and the miners 
are so far kicking up a fuss. Poland's 3m 
farmers, who have much clout in the gov- 
ernment coalition, are facing the elimi- 
nation of about a third of their farms, 
which are often too small to be profit- 
able. Meanwhile high costs and expen- 
sive credit are forcing them to cut pro- 
duction. Silesia's miners have plenty of 
grievances. They also want more money. 
But, if they get it, they risk bankrupting 
their mines and losing their jobs. In the 
brave new Poland, it's their choice—and 
most of the miners who have started 
strikes, only to be faced with a threat by 
the government to close their mines, 
have quietly gone back to work. | 

The Solidarity-led government is still 
hugely popular. In a poll taken by MORI 
for The Economist and the Los Angeles 
Times on January 19th-22nd, 8096 of 
Poles who expressed a preference said | 
they would vote for Solidarity if there 
were an election now. The past holds no 
attractions: the communists would get | 
only 196 of the vote. 











Crash course in market economics | 
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ficially tied to the D-mark at the rate of 
seven dinars to the mark). 

Mr Markovic's confidence derives at 
least partly from the support he has in the 
Yugoslav army, secured by financial gen- 
erosity for the army's needs. The generals, 
though instinctively against pluralism, fear 
even more the prospect of Yugoslavia's dis- 
integration and the army's with it. They see 
Mr Markovic's all-Yugoslav reforming gov- 
ernment as the best available guarantee 
against break-up. 

Still, after this week's farce in Belgrade it 


can no longer be taken for granted that the 
Yugoslav state will survive. If a republic or 
two decided to leave (say, because they felt 
they could not reform fast enough while 
connected to conservative Belgrade), who 
could stop them? The army? After Romania, 
hardly. The hardline Serb leaders? They 
could do little without the army. Yugosla- 
vias break-up would once have been a 
world-shattering event. Nowadays, with so 
much drama elsewhere in Europe, it might 
go almost unnoticed. 
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United Germany 


They like it and they fear it 


range s Europe will be hugely influenced by what happens in Ger- 
y, and by other countries’ feelings about it. The Economist and the Los 


Jie Times Vioc nl an opin 
land and America 


Britain, France, Po 


ion pon to compare what people in 


about a united Germany. Its 


results set the scene for four articles on what a united Germany might mean 


MORE people in Britain, 
France and America are in 
favour of the unification of 
the two Germanies than op- 
pose it, according to our 
poll, with the enthusiasm 

particularly marked in 
France and America. Yet the idea of Ger- 
many emerging as the dominant power in 





Europe causes unease in Europe and distinct 
fear in Poland. America, in contrast, is 
happy with the prospect. 

The pattern, collated by MORI, of differ- 
ent countries’ fears of a resurgent ‘Germany 
conforms to what an educated guess might 
predict. France is worried about being domi- 
nated economically. Britons and Ameri- 
cans—the former, in particular, fed a steady 


















diet of Nazi television-villainy—cite fe: | 
mainly of a revival of fascism. Poland is 
ried both by fascism and by the prospect o 
Germany expanding its territories 
There has been much recent talk of the 
need to develop the European Community 
into a more political union to "bind in" a 
mightier Germany. A clear majority of the 
French is in favour of this, and many more 
people in Britain are for it than against. The 
prospect of German power strikes few peo- 
ple anywhere as a reason for avoiding : 
closer European union. The clearest findin; g 
of all is that a vast majority in all the co! à E 
tries polled thinks that the European € 
munity should be open to East European 
members. People want the EC to be broader 
and many want it deeper too. 


Despite the recent pace of change in 






German questions 


1 Do vou favour or oppose the unification of Germany? 


All figures in percentages Britain France Poland America 
OME 2.5, oe via wale ca Pena abr i BOLA: ei Tiaris 61 
ee 88 ous NS un ML eed 13 
Pelliefi có So chives eios iv e det peel 1&7 is $$ 525 3 uh 9 
DIU BOW IT A YN s TT B voz. buo; 17 
2 Would you be worried by a reunified Germany becoming 
the dominant power in Europe? 

Britain France Poland America 
Yes, would be worried ............. OO 5 eso e castes 29 
No, would not be worried .......... Ns. Lol i: às o EM 62 
Won t happen uci pns aoo oa rV ems Pay TES B s 1 
Don't knot . cities anan dtes ae NA $5: 85138 B 


3 If you are worried, is it because Germany might try to ex- 
pand its territory again, or because the German economy 
might become too strong, or because it might lead to a revival 
of fascism, or for some other reason? * 

Britain France Poland America 


Might try to expand territory ...... BEAAM Wise tv BS sous 26 
Economy too strong .............4. a eee 3 isc vee 26 
Return of fascism .................. 8 or eon Nu bevy 37 
EBEP. 64 cay yo Laces Penis AN Bs uou Sikes 2 


4 Would you prefer to see a reunified Germany as part of 
NATO, or outside NATO as a neutral country? 


Britain France Poland America 
Pirtof NATO o1 o3) dea Vr 5. is: TSR 50 
Neutral Germany ............. es. TM SES OO) cvs 27 
SE: 5, orctnien E D A dee Berri BONO 8. ood 1 
Dat now. ARE Aa bie IET $8. iss S os 8 uos 22 


5 Does the prospect of a unified Germany make it more or 
less acceptable for the European Community to become a 
closer political union, or does it make no difference? 


Britain France Poland America 
More acceptable ...............ss.. 38. o ef di. WB ov 36 
Less acceptable .................... 1,8 1/5. $54 0.14 4 
No difference ..... c eem e oe M uuo TB usc OR 47 
ENTE EROR dasa Idem sehe: As: fte NP Tiuttsalu 13 
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Eastern Europe and the Soviet Union, des 








6 Do you think the European Community should be willing || 
to accept new members from Eastern Europe? E | 


Britain France Poland perenna, 
Yos, should M Ei., A esae d TC... A Lou | 
No, should not... vase lias ceca Maus. 98 1252853755 
Don't knoWi iS x. osse exerc Bi... 9 215.5552 


7 Would you prefer to see the American forces stationed in 


if 
i ' 
] 


Britain France Poland America 
Increased? ........... OY CREER US 3A ere are X9 WU 
Decreased! is)... Pic ccckinkee she Dis weds eM io aA 
Remain at the same level? .......... 8i curvo 43 13s549; 57 
Don't khow (uu crore RTN Ve Bros 18 21558 oaks 


8 Ifyouare opposed to a reduction, why? Is it because Ameri- | 
can forces help maintain the alliance between Europe and 
America, or is it because they are still needed to counter a 
threat from the Soviet Union, or is it because they may help to 
offset Germany's new power, or for some other reason? * | 


Maintains alliance ................. NITET TT. ORES d ins 
Counters threats from Russia ...... s AET $0 us odios 
Offsets power of Germany ......... IE 552. 9 i. Es 
Cher. i: d 2 iQ. ee EDU E d e5 cg 662r 04 cine PETITS 
Don't know... dee P cia atra a eres 8 oor eux 


9 And finally, do you think the democratic reforms would a! ! 
survive in Eastern Europe if Mikhail Gorbachev lost powerin | 
the Soviet Union? d 


|o "9. 8 9 € |» 3 "3 a E E E a E E E a e a E E 32 goo AM ser eee 
PT PUES Cy e ee UR Ra BN ues uan 
*"* 9 9* ZE T S E E 18 A te OE O SE SE SE E 


* Percentages of those worried or opposed. 
Americans could choose only one answer, 
the others several. 

Telephone poll carried out between January 
19th and 22nd by the Los Angeles Times of 
1,160 adults in America, and by MORI of 
504 adults in Britain, 511 in France and 502 
in Poland. 
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. port for the presence of American troops in 
. Europe and for the role of the NATO alliance 
remains fairly robust. While there are few 
votes for a greater American military pres- 
ence in Europe, slightly more people are in 
favour of keeping that presence as it is than 
of cutting it. The poll shows surprisingly 
. muted sentiment in America in favour of 
.. "bringing the boys home”. 
Poland's attítudes tend to be in stark 
contrast to those of the western countries. 
Poles are particularly worried about the 
prospect of a powerful Germany, particu- 
larly worried about Germany's territorial 
appetite, curiously keen that a united Ger- 
. many should be neutral rather than in 
NATO, and alone in thinking that American 
troops in Germany could be useful in re- 
 straining Germany in future. The Poles are 
also pv dismissive of the present rele- 
vance of Mikhail Gorbachev to reform in 
Eastern Europe. Almost three-quarters of 
them believe the reform would go on with- 
— Ofthe western countries polled, Britain 
is the most tepid in its enthusiasm for Ger- 
man unity. Predictably, the British young 
are more in favour of unification and less 
fearful of Germany than the old. Tory voters 
are more concerned on both counts than 
Labour voters. Enthusiasm for closer politi- 
cal union in the EC to contain a mightier 
. Germany seems to increase with age in Brit- 
ain, but varies little between the parties. 
- Britain is the most convinced that reform in 
.. Eastern Europe depends upon the political 
survival of Mr Gorbachev—which perhaps 
. reflects the special rapport said to exist be- 
. tween Mrs Thatcher and the Soviet leader. 
_ France ap to be rushing to em- 
brace a inii] Germ putting a brave 
face on the inevitable but anxious that the 
hug should be part of a broader Euro-cud- 
dle. Neither the pro-unity feelings of the 
French nor their enthusiasm for European 
unity vary much with age or party. But 
among the 5096 who fear the prospect of 
German power, the young are much more 
confident than the middle-aged. The eco- 
nomic challenge is consistently the main 
concern of the fearful. 
As one might expect of more distant on- 
lookers, Americans have the most "don't 
knows". They are most seized by the idea of 
German unity and most convinced of Ger- 
man virtue. They are robust in their desire 
to keep Germany within NATO and, surpris- 
ingly, to keep their soldiers in Europe— 
though American liberals are less keen. 
They are divided on the importance of Mr 
 Gorbachev's staying in power. 
Writing between the first and second 
. world wars, the young De Gaulle described 
— Germany as “a sublime but glaucous sea 
where the fisherman's net hauls up mon- 
- sters and treasures”. Our poll reflects the 
same ambivalence towards the catch today. 
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MOST Germans say they 
want unity but few are keen 
to resurrect a centralised 
state of the kind they had 
for the largely unhappy pe- 
riod between 1871 and 
1945. Far more popular is 


the idea outlined by the chancellor, Mr 
Helmut Kohl, for gradual moves to a Ger- 
man federation. Mr Kohl talks of a “con- 





A few loose ends 


T IS not just because Germany and the 

rest of Europe share unhappy memo- 
ries that politicians pale at the thought of 
German unity. Tying together the two 
Germanies will mean sorting out a baf- 
fling legal tangle. 

Take four-power rights and respon- 
sibilities. In the final months of the sec- 
ond world war the three wartime allies, 
America, Russia and Britain, reached a se- 
ries of agreements on what to do with the 
defeated enemy. Germany was not to be 
partitioned, but divided into three zones 
(later four, with one for France) for ad- 
ministrative purposes. Berlin, the capital, 
was made a special area, likewise occupied 
and divided into zones. Other decisions 
about Germany's future, including its 
borders, were to await a peace settlement, 
which is still to come. 

Wartime co-operation did not last. By 
1949 there were two separate German 
states, with West Berlin marooned inside 
hostile East German territory. In 1955, 
when the two separate German states 
were each granted sovereignty, the formal 
occupation of Germany ended. Yet both 
the western powers and the Soviet Union 
continue to exercise "residual rights" in 
all of Germany and have continued legally 
in occupation of Berlin. Even the four- 
power Berlin agreement of 1971, while it 

tension around the city in many 
practical ways, still upheld these four- 
power rights. 

The western allies have stuck to the 
rules on Berlin's occupied status: West 
German laws do not automatically apply 
to West Berlin and West Berlin deputies 
are not allowed to vote in the West Ger- 
man parliament. By contrast East Berlin 
has been for most practical purposes ab- 
sorbed into East Germany: a ban on mili- 


tary parades was routinely flouted by the 








ndent reports on how and when a Bundesstaat Deutsch- 
of Germany) might emerge 


tractual community" and “confederative 
structures" as steps towards unity, but is 
hazy on details and timing. 

After more or less marking time on 
unity for decades, the Germans are now 
rocketing ahead. The Berlin Wall has been 
breached, barbed wire rolled up along the 
border and people can move freely both 
ways. A bewildering array of cross-border 
links is developing between political parties, 


communist government, and since 1981 
East Berlin deputies have voted in East 
Germany’s parliament. 

For the two German states to join to- 
gether, four-power rights would have t 
be revoked. In theory that could be don. 
at the stroke of a four-power pen. In prac- 
tice the Russians, who used to pretend 
that four-power restrictions no longer ap- 
ply to East Germany and East Berlin, are 
worried at the speed of change in Ger- 
many and have now become sticklers for 
four-power protocol. 

Another complication is the question 
of Germany's borders. Although war- 
time agreements had spoken of Germany 
in its 1937 borders, at Potsdam the allies 
lopped off the north-eastern part of old 
Prussia (which went to the Soviet Union) : 
and handed over former German territory 
east of the Oder-Neisse line to Poland 
"pending the final delimitation of Po- 
land's western frontier". The German 
population in these areas was to be ex- 
pelled, so there was no intention of 
handing the territories back. 

Both West Germany and East Ger- 
many have accepted the Oder-Neisse lin 
as Poland's border and West Germany 
has promised not to raise territorial claims 
against anyone, but the issue has already 
provoked a row in West Germany. Would 
a future allGerman government be 
bound by such promises? 

A way out of the tangle would be to 
conclude that long-awaited peace settle- 
ment. But that means sorting out which 
“Germany” should take part: Germany in 
its 1937 borders, the shaved-down Ger- 
many that emerged from Potsdam, or to- 
day's two sovereign German states? 

Then there is the question of what 
kind of peace settlement. It need not be a 
formal peace treaty; it could all be done by 
the exchange of letters. There is some talk 
of wrapping it up at some sort of grand 
conference on the lines of the 35-nation 
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neighbouring regions (like Hesse in the 
West and Thuringia in the East), towns, uni- 
versities and theatres. 

The two governments have set up joint 
committees on tourism, the environment, 
nuclear power, telecommunications and 
building. The West German side has ear- 
marked DM2 billion ($1.2 billion) a year to 
help pay for visits by East Germans and is 
offering DM6 billion in cheap credits. Road 
links are being improved, cross-border rail- 
way li reactivated. Lufthansa and 
Interflug are at last running inter-German 
flights and are pressing the wartime allies, 
who retain air-space rights over Germany, 
to let them run more. 

Despite these reforms—and because of 
the border liberalisation—East Germans are 


one that produced the Helsinki Final Act 
in 1975 (Mr Gorbachev's suggestion of a 
"Helsinki 2" to discuss Europe's future 
looks likely to go ahead, probably in the 

umn). The 1975 Helsinki agreement 
„Jke of the "inviolability" of Europe's 
frontiers, but does not have the force of 
international law. One trouble with this 
35-nation set-up is that it requires una- 
nimity. Would the four powers, or Ger- 
many, want the future of Germany-in-Eu- 
rope made hostage to the veto of Malta or 
the Holy See? 


—_———-_ 





still deserting their country in 
droves, driving it closer to collapse. 
The most pressing need is for the 
East German communist-led gov- 
ernment to stop stalling and open 
the way to a market economy, even 
before the country’s first free elec- 
tion due on May 6th. That means, 
notably, drastic reform of property 
law and taxation, establishment of a 
realistic pricing system (which pre- 
supposes a huge cut in state subsi- 
dies) and quick passage of an East- 
West German agreement on 
investment protection. 

Dozens of powerful West Ger- 
man firms like Thyssen (engineer- 
ing), Volkswagen (vehicles) and Sie- 
mens (electricals) have ambitions in 
East Germany. But they will not pump in 
really big investment before economic re- 
form. Without lots of private capital, as well 
as state aid, there will be no early improve- 
ment in East Germany's dismal economy, 
which some economists reckon needs more 
than DM800 billion to bring it up to West 
German scratch. 

Once a democratically-elected East Ger- 
man government is in place, Mr Kohl aims 
for an accord bringing the "contractual 
community" into being. It would formally 
underline the aim of unity and set up joint 
parliamentary and governmental bodies 





Four-power rights in Germany 


@ London Protocol (September 1944): Germany in its 1937 borders, to be admin- 
istered in three zones (later amended to four), plus a special Berlin area. 


e Allied Control Council for Germany (June 1945): established occupation of 
Berlin by all four powers and declared that the four powers would "determine the 


boundaries of Germany". 


@ Potsdam (August 1945): Germany not to be partitioned. Northern part of East 
Prussia under Soviet administration; parts of Germany east of Oder-Neisse line under 
Polish administration. Final frontier to await peace settlement. 


e Four-power agreement on Berlin (1971): Western sectors of Berlin not “a con- 


stituent part of the Federal Republic of Germany and not to be governed by it.” 


Four 


powers would "respect their individual and joint rights and responsibilities". 


Commitments on borders 


e East German-Polish treaty feed Article 1. The East German-Polish border 


runs "from the Baltic Sea along a 


ine to the west of the inhabited locality of Swinoujs- 


cie [Swinemünde] and thence along the Oder river to the confluence of the western 
| Neisse and along the western Neisse to the Czechoslovak frontier". 


e West German-Polish treaty (1970): Article 1. The western state frontier of Po- 


Oder river and along the western Neisse to the Czechoslovak frontier”. 


e West German-Soviet treaty (1970): Rules out threat or use of force. Respects 
territorial integrity of all states in Europe in their present borders. No territorial claims 


on anyone, and will not raise such claims in future. All borders “inviolable”, including 
Oder-Neisse border and border between two German states. 


land runs from the “Baltic Sea immediately west of Swinemiinde, and thence along the 
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from which a future all-German legisla re 
and executive would grow. Wouldn’ tt 
embryo government be bound to disc s 
and co-ordinate security policy? And if so 
how would that square with membership of 
the two parts of Germany in different m li- | 
tary alliances? Tricky one that—which is 
why Mr Kohl likes to talk only about pretty 
loose-sounding “confederative >s 3 
as an early prospect, while stressing that h ne 
aims for a fully-fledged  federatior 
eventually. i A 
One early priority of the “contractual 
community” will be the creation of a Ger- 
man economic and monetary union. The D- 
mark would replace the Ostmark and 
tary policy would be guided by : 
independent central bani presumably th 
West German Bundesbank with East Ge 
man officials drawn into its decision-mak- 
ing. Even if the technical problems can b 
sorted out, how will East Germans react t« 
the prospect of a currency reform th: " 
would sweep away their more than 150 bil- 
lions-worth of Ostmark savings, and g 
them far fewer (albeit harder) Darks i iB 
exchange? AS 
Some West German politicians and 
businessmen argue that the economic unic n | 
could be in place by the end of 1992, y 
the European Community's single marke Pes 
supposed to begin too. Would the Germans 
be too occupied with their own affai st co 
concentrate on the EC and its aim for mone- 
tary union? Perish the thought, say gove: "ue 
ment optimists. E 
In the final stage, what is now East C a 
many would be subsumed in a federal state 
with rights such as those the West German 
Länder have now. They include a lot of au 
tonomy over local policy (for instance, e 
cation); seats in the Bundesrat, the WA 
chamber of the federal parliament which 
has a veto right on tax matters, and on the 
Bundesbank’s policy-making central cc " 
cil. The Germans in the East might well fc 
mally revive their old Lander, like Saxon " 
and Brandenburg, which the communists 
dissolved in favour of "administrative ar- 
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eas”. And the capital might be shifted from 
Bonn to Berlin, although lots of Germans 
fear Berlin would be too much of a heavy- 
weight in a finely-balanced federation. 


When might all this happen? 
Pretty soon, believe a growing 
number of West Germans. Ac- 
cording to an opinion poll re- 
leased this week, 68% of the popu- 
lation now expects unity within a 
decade. Last October, just before 
the Berlin Wall was opened, only 
2896 did. 

Two developments could up- 
set the schedule. The East Ger- 
mans might decide in a referen- 
dum against unity: not likely, but 
possible. Or East Germans might 
become so impatient for a better 
life that they began flooding in 
still greater numbers across the 
border. That could force Mr Kohl 
to do what most countries in East 
and West would deplore: drop the step-by- 
step approach and launch a crash pro- 
gramme for unity. Bundesstaat Deutschland 
even before the EC's single market? 





NATO and a united Germany 


Now you're stronger, now you're not 


Our defence correspondent imagines what one Germany might mean for 


the western alliance 


THE purpose of NATO, ac- 
cording to an only-half-in- 
jest formulation almost as 
old as the alliance itself, is 
to keep the Russians out, 
the Americans in and the 
Germans down. The pros- 
pect of a reunited Germany along with deep 
cuts in the forces of both NATO and the War- 
saw pact raises questions not only about 
keeping the Germans down but also about 
what changes might be needed to meet the 
other two aims of the alliance. 

To illustrate the sorts of problems a 

united Germany poses for the defence of the 
West, consider three possible outcomes 
(which are not the only ones). All assume 
that Germany is reunited and that an arms- 
control agreement is in force limiting NATO 
and the Warsaw pact to forces significantly 
smaller than their present ones. 
1. All Germany becomes a full member 
of NATO. This is obviously the most attrac- 
tive possibility for the West, and the Rus- 
sians would presumably try hard to stop it. 
The Warsaw pact would lose the best non- 
Soviet army that it has and the only country 
bordering NATO that still (though for how 
much longer?) welcomes Soviet troops. 

The German army's manpower prob- 
lem would vanish. But NATO’s strategy of 
forward defence—blocking an attack at the 
border rather than adopting a strategy of re- 
treat and counter-attack—would go as well. 
With a cut to, say, 11 divisions on the cen- 
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tral front, forward defence would no longer 
be possible. This would mean accepting in 
advance that in a war much of Germany 
would become a battlefield, which would 
not be popular with Germans. 

With smaller armies, there would be a 
great saving in defence spending, but 
mobilisation would become more impor- 
tant. Extra money would have to be spent 
on reconnaissance aircraft, satellites and 
other forms of intelligence to ensure that 
the beginnings of Soviet mobilisation would 
be spotted. In a war the early arrival of 
American reinforcements would be essen- 
tial. Because of the reduced numbers of 
Americans stationed in Europe, many more 
of these men would have to come across the 
Atlantic. Thus NATO would need to pre-po- 
sition a lot of extra American equipment in 
Europe and buy a lot of new military trans- 
port aircraft to fly the men over. 

Ideally, short-range nuclear missiles 
should stay in Germany. Their purpose is to 
deter war, and history shows that conven- 
tional forces, even if equally matched, do 
not do this. The resistance to these missiles 


in West Germany was fierce partly because Y 


from there they would hit other Ger- * 
mans. If they could be moved to what 
is now East Germany, they would 
land on democratic Poles. That does 
not sound nice, either. 

2. Germany stays in NATO, but 
with no foreign troops allowed on 
its territory. This would put France 


in the hot seat: either it would allow Ameri- 
can troops to be based in France again or 
they would all go home. If they went home, 
NATO would be worse off than it is now. If 
they stayed it would be much better off, 
given that East Germany had switched sides. 

Forward defence would be even more 
unrealistic than in the first scenario. 
Mobilisation would be just as important but 
more difficult, because British troops would 
have to return to the continent as well as the 
Americans, and plans would have to include 
a rapid advance of French, British and 
American troops into Germany if an attack 
were threatened. Short-range nuclear mis- 
siles would probably have to be abandoned 
unless the allies could convince the Ger- 
mans that they could move them forward to 
Germany's eastern border before the fight- 
ing started. 

3. Germany neutralised, with tight re- 
strictions on its forces. NATO would lose 
both West German territory and the excel- 
lent West German army, now its most po- 
tent ground force. Warsaw pact would lo 
its best non-Soviet army and a mu... 
shallower bit of territory. France's decision 
on whether to allow American (and British) 
troops to camp in its territory would be deci- 
sive, but would probably be easier for it to 
make, because France would become by far 
the most important continental power in 
the alliance. Denmark would be indefensi- 
ble and would probably ask to be neutral 
along with Germany. 

Forward defence, along the French-Bel- 
gian-Dutch borders, would come back into 
vogue. And it would be easier to do, if NATO 
got its mobilisation plans right, because any 
attack across even a neutral Germany would 
give the alliance a bit of time that it has al- 
ways lacked. The short-range nuclear mis- 
siles and nuclear artillery would be abso- 
lutely necessary. 

Psychologically, the idea of Germany as 
a buffer state might lull the rest of NATO into 
a false sense of security, particularly if the 
Warsaw pact fell to pieces. If this happen: 
and the Americans went home, Western Eu- 
rope could be in big trouble: it is doubtful 
whether NATO Europe could defend itself 
against the Soviet Union even without the 
support of its Warsaw-pact allies. 
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JS THE Warsaw pact a busted flush? 


Czechoslovakia's announcement on Jan- 
uary 19th that it will cut 50,000 more men 


, 
Lj 


— blows that the once-communist alliance has 
suffered over the past year. 
It all started with Mr Gorbachev's an- 
. nouncement in December 1988 that he 
would reduce Soviet forces 
in Eastern Europe (includ- 
-ing the European bit of the 
Soviet Union) by 240,000 
men, 10,000 tanks, 8,500 
guns and 820 combat air- 
craft by the end of 1990. 
Some 50,000 of the men 
. would have come from the 
550,000 then stationed in 


own (see table). 

. . With new governments, these countries 
now want the Russians out even faster than 
. Mr Gorbachev had proposed they go. On 
. January 9th Czechoslovakia's president, Mr 
Vaclav Havel, asked them to pull all their 
10,000-odd troops out of his country by the 
. end of the year. Six days later the two coun- 
tries sat down to negotiate not if, but how 

and when, they would do it. 
2. On January 18th Poland and Hungary 
followed suit, demanding the withdrawal of 
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all Soviet forces stationed on their soil 
(roughly 40,000 and 60,000 respectively). 
For good measure Hungary indicated that it 
would redirect its army: instead of facing 
only west, it would in future be prepared to 
resist "any foreign intervention or aggres- 
sion". Talks with the Russians are to begin 
next week. 

Unless Mr Gorbachev is thrown out, 
Russia will do what its allies ask. That will 
leave it with around 350,000 men in Eastern 
Europe, all in East Germany. But even this 
lot may not be in place for long. Mr Gregor 
Gysi, the head of the East 
German communist party, 
has already said that both 
East and West Germany 
should halve their forces by 
1991 and that all foreign 
troops should be out of the 
Germanies by 1999, 

Does all this make a 


nonsense of the Vienna 


— Eastern Europe. The idea taks on conventional 
. was quickly picked up by forces in Europe? At those 
other members of the War- talks the Soviet Union orig- 
— saw pact, which in short or- N inally proposed that NATO 
der announced cuts of their Flower power and the Warsaw pact each 


cut its forces stationed in 

other countries to 300,000. That number 
now looks a bit silly. The Americans, who 
had proposed that they and the Russians 
each cut to 275,000 “deployed forces”, are 
therefore now going to propose a lower fig- 
ure at a conference in Canada next month. 
The West may still not be able to keep 
pace with the East. Mr Havel's announce- 
ment that he is to chop 50,000 more men 
from Czechoslovakia's armed forces may set 
off more unilateral cuts in Eastern Europe. 


. Unilateralism in Eastern Europe What Russia's allies say they will do on their own 


Sources: IISS; BOM Corporation; official statements * Time-scale and accounting principles not usually clear 
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And the East Europeans may intensify the 
pressure on both NATO and the Soviet 
Union for further reductions. Mr Havel is to 
go to Washington and Moscow next month 
with new proposals for the superpowers to 
get their troops out of Europe. 

These changes will inevitably affect the 
way the Warsaw pact operates. Czechoslo- 
vakia, Poland and Hungary have all decided 
to require parliamentary approval before 
any of their forces can be used, thus making 
a surprise attack on NATO much more diffi- 
cult than before: some would argue that 
such an attack is now almost unthinkable. 
And the Russians, too, have responded. 

On January 18th Colonel-General 
Nikolai Chervov, a Soviet officer who often 
speaks on policy matters, declared that the 
pact’s supreme political body, now com- 
posed of the heads of the communist parties 
of the member-countries, will be disbanded. 
This was the main mechanism through 
which the Soviet Union controlled the War- 
saw pact; its replacement will probably be 
made up of heads of government or fore 
ministers. He also said that the comm:..... 
structure will be altered, presumably mean- 
ing that the Soviet commander will have less 
authority over other countries’ forces than 
he does now. 

On present indications, General 
Chervov may count himself lucky if the pact 
survives at all. Some East European coun- 
tries may come to see a value for their group, 
even at greatly reduced potency, as a force 
for stability in Europe. Nevertheless, if they 
keep up the pressure, it may turn into noth- 
ing much more than a talking shop for East 
European blimps rather than a serious mili- 
tary alliance. 


Force levels Defence Manpower cuts Cuts in units Cuts in equipment 
July 1989 spending 
Sr cuts* 
. Bulgaria Army 81,900 12% 50,000 (most from army) 1 motor rifle division 200 tanks 
d Navy 8,800 1 tank brigade 200 artillery pieces 
Air force 26,800 1 air regiment 20 aircraft 
5 ships 
. Czechoslovakia Army 148,600 15% 12,000 active 850 tanks 
+ Navy none (by 1991) 15,000 reserves 165 armoured combat vehicles 
Air force 51,500 20,000 other actives to go to 5 fighter aircraft 
construction brigades 
East Germany Army 120,000 10% 10,000 6 tank regiments 600 tanks 
Navy 16,000 — (by 1990) 1 squadron aircraft 50 aircraft 
Air force 37,100 
Hungary Army 68,000 17% 11,400 (additional cuts of 20-25% "some" tank brigades — 250 tanks 
Navy none by 1991, announced in and aircraft squadrons 30 armoured personnel carriers 
Air force 23,000 December 1989) 430 artillery pieces 
9 fighter aircraft 
Poland Army 217,000 4% 40,000 2 armoured divisions 850 tanks 
Navy 25,000 2 motor rifle divisions — 900 artillery pieces 
Air force 105,000 2 tank regiments 700 armoured combat vehicles 
1 missile brigade 80 combat aircraft 
1 training regiment 
. Romania Army 128,000 no announcements so far 
| Navy 9,000 
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Back-sliding 


Gloom on the economic front. 


Manufacturing output figures 
showed an abrupt drop for 
last November. Worse, unit la- 
bour costs in the three 
months to November jumped 
by 5.696, way ahead of pro- 
ductivity gains. Stagflation 
cometh, said City analysts. 
Share prices tumbled. 


A cheerless budget was the 
message from the chancellor, 
John Major, as he set the big 
day for March 20th. Interest 
rates will stay high, said Mr 
Major, because the inflation- 
ary psychology of the 1970s 
still lives on. 


Ministers shelved plans to in- 
troduce football identity 
cards: Lord Justice Taylor's 
Hillsborough disaster report, 
due out on January 19th, has 
given the scheme the thumbs 
down—and left egg all over 


Mrs Thatcher's face. 


Labour decided to investigate 
the deselection of one of its 
MPs, Frank Field. The Tories, 
though, will not be investigat- 
ing the deselection of Sir An- 
thony Meyer, jettisoned by his 
constituency party for chal- 
lenging Margaret Thatcher's 
leadership. 





Catch them young. The De- 
partment of Health launched 
a campaign to attract 13-year- 
old girls into nursing. Strip 
cartoons in teen magazines 
will try to dispel the job's 
unglamorous image. The last 
advertising spree cost £4 mil- 
lion and netted 112 recruits. 
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Sharp responses 


Ford avoided an indefinite, 
all-out strike after a 59% ma- 
jority of its manual workers ac- 
cepted a two-year pay deal 
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The courts gave a black for- 
mer guardsman leave to bring 
the first-ever racial discrimina- 
tion case against the Ministry 
of Defence, just as the MoD 
asked for more black recruits. 


worth at least an extra 10.2% | The Metropolitan police 


in the first year. But skilled 
workers at some plants threat- 
ened to strike anyway. 





A judge said the Lord Chief 
Justice, Lord Lane, was an 
"ancient dinosaur living in the 
wrong age". The comment 
came after Lord Lane over- 
turned the judge's jailing of a 
woman and her 10-week-old 


baby. Lord Lane is 72. 


A Manchester school allowed 
back two Muslim girls barred 
for wearing headscarves. Gov- 
ernors said the ban had been 
imposed for health and safety 
reasons; now they want the 
scarves to be in the school col- 
ours, navy blue. 


wants more recruits too: it 


scrapped its height rule. 


Sad stories 


Former police chief John 
Stalker said he could prove 
that his removal from an Ul- 
ster shoot-to-kill investigation 
was politically inspired. The 
home secretary, David Wad- 
dington, said there would be 
no independent inquiry. 


In the High Court the Sunday 
Times editor, Andrew Neil, 
pursued a libel action against 
the Sunday Telegraph and its 
former editor, Peregrine 
Worsthorne, over comments 
about his relationship with Ms 
Pamella Bordes. The judge 
had problems distinguishing a 
bimbo from a bimbette. 







LORD AND LADY DROGHEDA 


A memorial concert for Lord and Lady Drogheda will be held 
at the Royal Opera House at 7.30pm on February 25 1990. 
Lord Drogheda was a former chairman of the Financial Times, 
chairman of the Royal Opera House and deputy chairman of 
The Economist. Tickets and information from the ROH box 
office—tel 01-240-1066 or 01-240-1911. 


A confidential report on the , | 


pitched battles outside Rupert | 
Murdoch's Wapping head- 
quarters three years ago was | 
sharply critical of the Metroo 
politan police: "indiscriminate | 
use of truncheons" was cited 
by the investigators—a team 
of officers from Northampton- — 
shire's police force. The Met 
was outraged. 


P&O European Ferries and 
seven of its employees were 
committed for trial at the Old 
Bailey on manslaughter 
charges arising from the 
Zeebrugge ferry disaster in 
1987, in which 193 died. The 
company is the first to be tried 
for corporate manslaughter. $ 


A handy hint about house- 
buying, courtesy of the Law 
Commission. Home-buyers, 
said the commission, may 
need to know the truth about 
a prospective purchase, but z 
should not expect the seller to | | 
tell them. Ah-ha. X 








A man was fined £1,000 for 
refusing to take a 25ft 
fibreglass shark off his roof. 
He claimed the model was a 
work of art and not affected 
by planning controls. The fish 
is one of Oxford's biggest 
tourist attractions. 
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A greener budget 


Taxing polluters could be an efficient way for the government to raise 


revenue while helping to clean up the environment. Here's how 


E HAS set March 20th as the date for 
his first budget—and a tough one it is 
clearly going to be: Mr John Major, the 
chancellor of the exchequer, warned as 
much on January 23rd and left no prospect 
for this year of a cut in taxes. How, then, can 
he continue Mr Nigel Lawson's admirable 
‘radition of tax reform? One answer: ex- 
__ plore environmental taxes. Most taxes raise 
revenue, but do economic harm—by 
penalising jobs, say, or profits. Green taxes 
can raise money and do good, by making 
polluters pay costs they otherwise pass on to 
ers, That is more efficient than allowing 
polluters to treat air, water and lovely views 
as though they were free. Taxes are also of- 
ten more efficient than regulation. 

To see how green taxes might work, the 
Institute for Fiscal Studies (irs) has carried 
out an exclusive study* for The Economist. 
It looks in detail at one option—taxes on 
road transport—and more briefly at carbon 
tax (a tax levied on fossil fuels according to 
the amount of carbon dioxide they emit), 
fertiliser taxes and charges on discharges of 
industrial effluents into rivers. 

Green taxes are being studied by the 
Treasury, mainly as part of the work on the 
environmental white paper, due this sum- 
mer. All such taxes share a number of 

roblems: 

J They work by raising prices; they may 
therefore add to inflation, and hurt 
competitiveness. 
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e Like most indirect taxes, they tend to hurt 
the poor more than the rich. 

e lf they work, and discourage polluting be- 
haviour, their yield will decline. That might 
encourage the Treasury, keener on yield 
than deterrence, to set them just too low to 
bite (compare tobacco tax). 

e Ít is hard to judge the appropriate rate. 
Putting the right price on clean air is theo- 
retically proper but practically impossible. 


The mechanics of taxing motorists 


The simplest green tax would be on road 
transport. Plenty of transport taxes already 
exist, so no new tax need be dreamt up; lots 
of costs—congestion, lead and many nasty 
gases—are inflicted by motorists on others; 
and road traffic will be a growing source of 
pollution. The transport department 
projects a doubling in the number of miles 
travelled by 2025. So even to restrict pollu- 
tion to present levels would mean halving 
emissions per mile. On present trends, the 
reverse may happen: the 2096 rise in new car 
registrations between 1983 and 1988 has 
been entirely due to a rise in the number of 
cars with engines over 1500cc. Bigger cars 
usually use more fuel. 

The irs has explored three ways to apply 
green taxes to transport: 
1. Widen the tax gap between leaded and 
lead-free petrol. Because of the present dif- 
ferential (of 12p a gallon), about 3096 of pet- 
rol is now lead-free. But the effect of a bigger 
gap would be marginal, as most of those who 
would gain financially by switching will al- 
ready have done so. Those who have not 
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will mainly drive cars which are expensive tc 
convert. A bigger differential may simply en: 
courage those drivers to scrap old cars—no 
a wholly “green” effect. m 
2. Use car tax (on new cars) or vehicle excis 
duty (on the current fleet) to encourage use 
of catalytic converters before the EC makes 
them compulsory on new cars at the end c 
1992. West Germany and Holland already 
do this. To be economically efficient, all cars 
should get the same flat-rate incentive, 


Xm 


converter. A differential tax rate (say, cat 
tax of 596 on cars with converters, 15% on 
those without) would be too generous tc 
Porsche-owners, too mean to those with 
Ford Fiestas. ra 
3. Use taxes to reduce fuel consumption 
One way would be to raise petrol duty. High 
petrol prices give motorists an incentive to 
drive fewer miles, and to increase their miles 
per gallon. The real price of petrol is low b 
historic standards (see chart). To raise prices 
to their peak of 1975 would need an increase 
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* The full study is published as "Taxation and Environ- 
mental Policy: Some Initial Evidence", IFS Commentary 
19, by Mark Pearson and Stephen Smith, and is available 
from 180-186 Tottenham Court Road, London WIP - 
OLE. Price £6 (£3 to IFS members). si^ 
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luty ae 93p : a bos on or to about 
uld still be lower than Italy’s. 

: The trs calculates that a 55p rise in duty 
uld cut petrol consumption by nearly 896 
ore in the longer run, as people bought 


evenue directly, and indirectly another 
00m. If changes in the commercial use of 
rol mirrored those in the personal sector, 
enue might be another £900m higher—a 
al of at least £3 billion. 

-Most of the tax increase would fall on 
lle-income and. wealthy households— 
poorest rarely own cars. But among car- 
ers, the poorest tenth would find a 55p 
n dus took 296 of their gross incomes; 
ichest tenth would lose less than 0.796. 
Other EC countries have higher car 
; on big cars. That would encourage 
le to buy smaller cars. But would it cut 
consumption? Not necessarily. Car duty 
i on the cost of an extra mile 
| most. small cars use less 
per mile than big ones, some don't. 
But: a differential vehicle excise duty has 
wo arguments in its favour. First, it could 
be revenue-neutral (for example, see table 
and still have some effect on pollution 
Secondly, it would be less painful than a rise 
in petrol duty for rural car-users who (unlike 
city motorists) can rarely switch to public 
_fransport. They could switch to smaller cars. 


Table 1: A revenue-neutral vehicle excise duty 

(ED), differentiated by engine size 

: Rate of VED (£) 
60 


Over half the new cars sold in Britain 
company cars. The assumed value of a 
pany car is added to the income of the 
pient to calculate income tax, but not 
onal insurance. So there is a tax advan- 
in paying employees with a car, instead 
ash. Cars with big engines are taxed 
e than cars with mlo ones: but the i bie 
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one lioxide emissions from burning 
fuels are thought likely to cause global 
ming. If producers and consumers had 
pay energy-prices that. reflected. such a 


8p. Impossible? Britain's petrol duty 


aller cars). It would raise £1.8 billion in . 


ility, the burn less fossil-fuel. — 


<A tax on carbon diczide din 


should, in time, encourage a shift to low-car- 
bon or no-carbon fuels. Calculations by Mr 
Scott Barrett, of the London Business 


School, using the Department of Energy's: 
estimates of the elasticity of demand for en- 


ergy, suggest that such taxes would have to 
be extremely high to encourage a rapid 
switch, but could be quite low in the long 
run, because consumers would have time to 
adjust (see table 2). 


Table 2: Tax rates required to reduce overall 





carbon-dioxide emissions n 20% 

_Short run” Long run** 
Tas =. Change —— Tax Change 

rate in mate in 
demand demand 

(%) ^09 e (9) 

Gas 40 — .-4 4 — 3 
oil 54 -9 19 4 
Coal 6; — -1 24 ~ 25 





dis Rates required to achieve 20% cut within three years 


** Rates required to achieve 20% cut in ten years or longer 


The table shows the tax needed to cut 
carbon-dioxide emissions by 20%—the tar- 


get for 2005 chosen by the Toronto confer- 


ence in 1988, but not yet adopted by the 
British government. Different rates could be 
adopted, with a higher scale to effect a rapid 
reduction—say, within three years—and a 
lower scale to produce the same result over 
ten years or more. Even on the lower scale, a 

carbon tax would be a substantial source of 
revenue. Using Mr Barrett’s figures, and 
current patterns of energy spending, the IFS 
estimates that revenue from the higher scale 
tax rates would be about £8 billion a year, 
ye from the lower scale rates about £3 bil- 
ion. 

Politicians will worry about the effects 
of such a tax on industry and on voters’ 
pockets. Because coal releases more carbon 
dioxide per unit of energy than oil or gas, it 
would bear the brunt of a carbon tax. A gov- 
ernment intent on privatising British Coal 
might hesitate to see the industry's output 
fall by a quarter. 

What about other industries? À rough 
approximation of the distributional effects 
of such a tax can be had from table 3, show- 
ing the amount of energy needed to produce 
£100 of output. Clearly and unsurprisingly, 
a carbon tax would affect transport far more 
than construction. Because the tax would 
fall more heavily on coal than other fuels, 
industries that use coal for most of their 
power (such as iron and steel) would face 
larger price-increases than those using gas 
and electricity (such as chemicals). Northern 
industries are disproportionately energy-in- 
tensive, so there would be a regional impact. 
Because all industries would have an incen- 
tive to switch to lower-priced fuels and to 
save energy, the final effect of a carbon tax 
on production costs would be lower than 
the table suggests. 





world beyond Britain. If Britain were to in- 
troduce a carbon tax unilaterally, the struc- 
ture of industrial production would alter. 
Britain would export more low-energy goods 
and import more high-energy products. The 
carbon dioxide that Britain ceased to emit 
might thus be produced by the countries 
that exported to Britain. That is one reason 
not to expect any country unilaterally to in- 
troduce more than a token carbon tax. 

In any case, more modest options exist. 
The relative price of energy could be 
changed, with far less impact on competi- 
tiveness, by imposing a tax on coal and pay- 
ing a subsidy on oil and gas. A simple way to 
reduce households' use of fuel without af- 
fecting industry's costs would be to impose 
value-added tax on domestic gas and elec- 
tricity. Britain is the only country in the EC 
to apply a zero rate to fuel and power. Some 
EC countries even impose differential rates 
of VAT on household fuel: eg, Belgium im- 
poses a rate of 696 on coal but 1796 on other 
fuels; France, 18.696 on coal and oil bu 
5.596 on gas and electricity. : 

One argument commonly used to de- 
fend Britain's zero-rating is that it protects 
the poor. By examining the distributional ef- 
fects of imposing VAT on domestic fuel, the 
IFS is able to gain a broad idea of how other 
taxes influencing the price of domestic en- 
ergy—including a carbon tax—would affect 
ordinary people. 

Putting VAT at 1596 on domestic fuel 
would cut current household demand for 
energy by over 5!2%—a significant amount. 
But because such a tax would fall more 
heavily on the poor than the rich, it would 





Table 3: Energy use by industry (1984) 
Total  Therms te 
outpat produce 
£100 of 
(£m) output 
Transport 23,609 — 6353 
iron and steel 7276 4034 
Chemicals | 
including man-made fibres 19,573 — 18.69 
Mineral products | 
including glass, concrete 7,743 18.60 
Non-ferrous metals 
including aluminium 37441 13.2 
Paper, printing and publishing 15,326 5.35 
Food, drink and tobacco 33,948 . 4.67 
Vehicles — 
Cars, Cars, shipbuilding and aerospace 18,265 3.90 
Textiles, leat leather and clothing 11,488 3.84 
Agriculture 14,375 3.83 
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be the poor who did the most energy-saving. 
The poorest tenth of households would pay 
£1 a week more in tax; the richest tenth, £2 
more: yet the richest decile are 16 times bet- 
ter off before tax than the poorest. The irs 
calculates that the poorest tenth would cut 
their energy consumption by almost 1096, 
the richest by less than 296. 

One way to offset such effects would be 
to use part of the £1.7 billion that would be 
raised annually from VAT on domestic fuel 
to increase social-security benefits. It would 
cost £500m a year to increase national-in- 
surance pensions by £1 a week; for a similar 
amount, child benefit could be raised by just 


under £1. 


Dirty soil, dirty water 

Encouraging energy conservation may turn 
out to be a more appropriate use for green 
taxes than preventing other kinds of pollu- 
tion. Where companies or individuals put 
waste directly into rivers or the air, it may— 
in theory—be easy to charge polluters for 
the muck they release. Where the pollution 


- is indirect—as when fertilisers leach into the 


water supply—it may be much harder. 

Even direct pollution may be difficult to 
discourage by charging, unless the system is 
well designed. To illustrate the point, Pro- 
fessor Judith Rees, of Hull University, has 
looked at the effect of effluent charges, 
which bill companies for the waste they put 
into the sewage system, and which vary by 
region, and by the quantity and content of 
the waste. Over a five-year period, some of 
the companies she studied faced 400% in- 
creases in charges. Few did anything to re- 


The press 


duce the muck they emitted, let alone move 
to a cheaper region. Why? Usually the 
charge was so small that they simply paid up. 
A third of the firms studied did not under- 
stand how the charges worked, and so had 
no idea how to reduce their bill in theory, let 
alone in practice. 

Other countries have found that efflu- 
ent charges pitched carefully at a higher 
level do cut pollution. But indirect (or “non- 
point") pollution is harder to tackle. cl, a 
chemicals company, and London Econom- 
ics, a consultancy, have jointly developed a 
model to explore the effects of nitrates in 
water supplies in England and Wales. 


Table 4: The effects of a nitrogen tax 


Tax rate Revenue Change in Reduction Change in 
collected total farm in farm 


output profits concentrations 
(£m) (£m) (£) (8) 
5% 15,2 na 15.5 -07 
10% 31.4 -17.7 31.1 -14 
20% 65.8 - 37.4 62.5 — 2.6 
40% 142.0 - 82.3 126.3 -5.0 
Source: ICl/London Economics 


Table 4 shows what would happen if the 
government decided to tackle nitrates in the 
water supply by imposing a nitrogen tax at 
various levels. The model makes the tradi- 
tional assumption that, if the price of fertil- 
iser rises by 196, farmers will buy only 0.396 
less fertiliser. Fertiliser is cheap compared 
with the increase in yield it causes. So farm- 
ers will pay the tax, continue to use almost as 
much fertiliser as before, and suffer a cut in 


sundays, bloody Sundays 


This Sunday will see the launch of another up-market paper. But already 
too little news is chasing too much space 


F THE media moguls had their way, Brit- 

ons would spend their entire sabbath not 
in resting but in r newspapers. On 
January 28th the second new up-market 
Sunday paper in four months, the Indepen- 
dent on Sunday, will land on Britain's 
breakfast tables—1.2m of them, say its op- 
timistic promoters. 

Edited by the Independent's former for- 
eign editor, Mr Stephen Glover, it is divided 
into three sections: a conventional broad- 
sheet and two chunky tabloids, “The Sun- 
day Review” and "Business on Sunday". It 
is guaranteed an enthusiastic welcome from 
both curiosity-buyers and Independent-loy- 
alists—and has already achieved a notable 
first. It is being sued for libel: a dummy issue 
has aroused the wrath of Mr James Gatward, 
chief executive of Tvs Entertainment, a tele- 
vision company. 
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The new title is the buzz of an already 
hyperactive market. All of a sudden entre- 
preneurs with money to spare—and journal- 
ists with by-lines to braid are obsessed 
by Sunday papers. News-addicts are being 
spoilt for choice every week. Anyone deter- 
mined to read all the Sundays would have to 
get through about 1,500 pages, finding 
among them anything from a mini-di 
tion on the collapse of communism to a fea- 
ture on space aliens. 

Paranoid about the new arrival—Mr 
Bob Wootton, media director at Horner 
Collis and Kirvan, an advertising agencv, 
points out that paranoia is currently en- 
demic in the newspaper world—the estab- 
lished papers are splurging money on ad- 
vertising-hype, face-lifts, colour magazines 
and new sections. The Observer, widely re- 
garded as the sick man of the traditional 
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profits. In the case of cereal farmers, a 409€ 
tax would mean a 2796 cut in profits. But the 
impact on pollution would be small—only ; 
596 cut in the concentration of nitrates ir 
water supplies. k 

A nitrogen tax may still be worth apply- 
ing. The fact the farmers are not willing (o 
able) to change their ways does not sho 
that such a tax is pointless—indeed, it coulc 
be a way of making sure that polluters pay 
the costs of cleaning polluted water. It does 
though, show that farmers’ private return tc 
fertiliser use is high. Besides, the main alter 
native to a tax is regulation: and, while im 
posing quotas on nitrogen would cut its use 
more effectively, the impact on farm in- 
comes would be much more severe. — — 

To a government anxious to clean uf 
the environment, green taxes may be a di 
appointment. They often need to be im 
posed at high levels to have much effect 


also implies that regulations to clean the 
environment have high costs and severe dis- 
tributional effects, even if these are not a: 
obvious as those imposed by taxes. 
To a government looking for revenue 
though, green taxes should be a delight 
They offer a new source of cash, and a wa 
to make economies work more efficiently 
rather than less. They are also often a better 
alternative to more bureaucracy and more 
public spending on regulation. That, surely, 
should appeal to a government of free. 
marketeers. 7 










Sundays, spent £3m on television advertis 
ing this week, and has earmarked £14m on 
editorial expansion and television promo 
tion in 1990. - 

Why has the Sunday market suddenly 
started to fizz? Partly because it has been so 
flat for so long. For almost 30 years- the 
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established papers avoided bare-knuckle 
competition. They preferred instead to di- 
vide the market neatly between themselves: 
the Sunday Times took the déclassé subur- 
ban, the Observer the guilt-ridden profes- 
sional, and the newer Sunday Telegraph the 
curmudgeonly cleric or plain conservative. 

The breaking of the printworkers' 
unions in the mid-1980s, which opened the 
doors for the Independent itself, sounded 
the death-knell of this cosy arrangment. All 
the major titles have since undergone dras- 
tic reorganisations, and the first new title for 
28 years, the Sunday Correspondent, was 
launched last September. Now the Sunday 
market attracts the kind of passions once re- 
served for the world of the dailies. 

It has plenty to keep the media-entre- 
preneurs interested—not least the fact that 
the best-selling quality paper, the Sunday 
Times, reportedly makes a profit of £1m a 
week. It is true that the size of the total mar- 
ket has been static for years: aggregate 
weekly sales have fallen by about 300,000 
since 1977. But would-be Sunday newspaper 
moguls argue that this is not because people 
have better things to do on Sundays—when 
most shops are closed and many sports still 


proscribed—but because most 
readers don't like what is on of- 
fer: some market researchers 
say their poll findings consis- 
tently suggest a high level of 
dissatisfaction with the market 
leaders. 
Lifestyle advertisers are 
particularly keen on the Sun- 
day market. They calculate 
that Sunday papers give them 
access to that all-important sec- 
tion of the public: upwardly 
mobile families with sophisti- 
cated tastes and surplus in- 
come. You get more-bangs-for- 
your-buck, they say, out of a 
cheapish newspaper ad (which 
is likely to reach a high-spend- 
ing executive) than an expen- 
sive television commercial 


(which will be watched by 

thousands of grannies with little money to 

spend). People tend to wallow in the Sun- 

days, while they skip through the dailies. 

This is not idle talk: last year the Sunday 

Times made £67m from advertising alone. 
Unfortunately for purists, the argu- 























OT all media innovations are 
spawned in newspaper board- 
rooms. Some have humbler origins. 
Such as football terraces. Soccer fans are 
| seldom celebrated for their originality, 
| but have plenty of it; “fanzines’’ are the 
home-made magazines that have begun 
to tap it. Written by, and for, the sup- 
porters, the majority are labours of love, 
| not money-spinners. Cobbled together 
| in the editor's bedsit, they are witty, ir- 
reverent and cynical—and proof, inci- 
dentally of a lively culture hopelessly mis- 
read by the government with its 
regimenting identity-card scheme, now 
ignominiously abandoned. 
[n 1985 there were just a handful of 
fanzines. Now there are 200, between 
them accounting for over a million sales. 
| Most are tied to a particular team, with 
| poetic titles like "Through The Wind 
And Rain" (Liverpool), "Fortune's Al- 
ways Hiding" (West Ham), and "Mud, 
Sweat and Beers” (Watford). Club size is 
no guarantee of fan devotion: big fish 
Tottenham Hotspur boasts only one 
fanzine while non-league minnow 
Northwich Victoria has two. One maga- 
zine devotes itself to two clubs, hundreds 
of miles apart. Orhers direct praise and 
vitriol at soccer in general. 

One of these, “When Saturday 
Comes", is easily the biggest. It has a 
monthly circulation of 35,000 and can be 


Hot from the terraces 


found on big newsagents’ shelves. It is 
printed professionally and has a full-time 
staff, with offices in the City. Staff mem- 
bers own the paper and appear jealous of 
its independence; they hope that ad- 
vertisements—which the paper will start 
to take in April—might pay for an ex- 
pansion into book-publishing. 

Most fanzines, though, have few am- 
bitions beyond scissors-and-paste ama- 
teurism. They stick to a well-trodden for- 
mula: a mixture of humour, some of it 
funny, and serious comment, some of it 
worthwhile. Fans say this approach is 
missing from mainstream soccer maga- 
zines, which kow-tow to the clubs. But 
poking fun at players’ haircuts and direc- 
tors’ lack of football knowledge has not 
endeared fanzines to officialdom. Several 
clubs ban them from grounds. 

Papers that start as bedsit businesses 
and grow into multimillion pound ven- 
tures are the stuff of business legend. 
Fanzines, with their finely targeted read- 
erships, seem unlikely to produce a pub- 
lishing miracle; but some have begun to 
widen their remit well beyond football— 
to cover rock music, for example, or poli- 
tics. And there are always other sports. 
“Sticky Wicket”, the first alternative 
cricket magazine, has appeared and 
could be the first of many. Should 
“Wisden’s Almanac", the cricket buff's 
bible, be taking a new guard? 
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Let's see, just two houses left 


ments for expanding the Sunday papers are 
commercial rather than journalistic. The 
problem for editors is that there is not 
enough fresh home news every Sunday to fill 
the acres of space available. With so many 
news-makers leaving town by Friday lunch- 
time—MPs for their constituencies, stock- 
brokers for their country cottages, doctors 
for their golfing weekends—and with the 
Saturday papers getting ever fatter, Sunday 
editors have taken to creating ersatz news: 
over-selling “scoops”, talking up tittle-tat- 
tle, finding pegs for recycled news, expand- 
ing sports sections and regaling readers with 
yet more opinion polls on yet more topics. 

Such ploys merely irritate. Media- 
watchers, however, hint at more serious 
problems. Members of the Sunday-lobby 
sometimes re-cycle exclusive briefings at ex- 
orbitant length (a cabinet minister com- 
pares briefing the lobby to throwing sprats 
to sea-lions in the zoo) and not uncommonly 
make paper mountains out of verbal 
molehills. The fuss that sometimes breaks 
out about what a cabinet minister did or did 
not say at a briefing for the Sunday lobby 
perhaps says more about the desperation of 
the newshounds than it does about the infe- 
licities of politicians. After all, it happens 
relatively rarely during the week. 

The Independent on Sunday, it seems, 
will aim to solve the news-deficit problem by 
concentrating on well-written comment 
rather than eye-catching news. Some might 
think that remedy worse than the disease, 
but; whether or not it works, it will inev- 
itably make another problem worse. Fussy 
news-addicts will have yet more pages to leaf 
through to get at what they want. Mr Bob 
Wootton suggests a neat solution: for a small 
fee newsagents might be willing to fillet the 
papers, throwing away the bumph and com- 
piling a selection of your favourite bits. Step 
forward the media mogul of the 1990s, your 
newsagent, Mr Patel. 
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Uncle Matthew's revenge 


"Over the chimney-piece... hangs an en- 
trenching tool, with which, in 1915, Un- 
cle Matthew had whacked to death eight 
Germans one by one as they crawled out 
of a dug-out. It is still covered with blood 
and hairs, an object of fascination... ” 


NCLE Matthew, from Nancy Mit- 
ford's "The Pursuit of Love", is one 
of the great eccentrics of English litera- 
ture. He harboured many hatreds—clever 
women, men who ate breakfast in bed, 
and Abroad— but chief of all his hatreds 


was Germany. "Once a hun, always a 


hun", was Uncle Matthew's firm 
conviction. 
There used to be a considerable Uncle 


Matthew Tendency in Parliament, cho- 
leric old warhorses who would have in- 
stinctively opposed a united Germany. 
But the Grim Reaper and 45 years of sta- 
ble West German democracy have 
thinned their ranks drastically. 

With around 100 paid-up members, 
the British-German parliamentary group 
of MPs is now one of the strongest such 
groups (and the only one with its own tie, 
combining the German eagle and the 
Westminster portcullis). The West Ger- 
man embassy has been discreetly assidu- 
ous in cultivating British politicians, and 
is considered one of the more effective 
cultivators on London's diplomatic cir- 
cuit—much better at this than its tradi- 
tional rival, the French embassy 

The annual Kónigswinter conferences 
have done much to cement these links. 
For Labour politicians, the German gov- 
ernment-funded Friedrich-Ebert-Stiftung 
has provided a bridge to German Social 
Democrats, as the right-of-centre Konrad- 
Adenauer-Stiftung has forged links for 
Conservatives. Both have helped ensure 
that the sudden re-emergence of the Ger- 
man question in British politics has not 
been greeted with immediate, unthinking 
hostility. So Uncle Matthew is safely dead. 
Or is he? 

Ever since the Iron Curtain fell, the 
eventual aim of German reunification has 
been an easy platitude for the British. Mr 
Douglas Hurd, the foreign secretary, reaf- 
firmed in East Berlin on January 24th, 
“that the principle of self-determination 
by the people of the two Germanies is ac- 
cepted, as it has been for a long time, and 
there is no shading of that." Now back in 
Britain, he has been emphasising the de 
facto moves towards German fusion, as 
the former communist state implodes. 

Faced with this collapse, virtually no 
MP believes Britain could stand in the twi 
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of a closer relationship between the 
Germanies. But the Commons is pro- 
foundly divided about what sort of rela- 
tionship should be acceptable to Britain, 
both as a member of NATO and as a lead- 
ing EC nation. The likelihood of living un- 
der the shadow of a German superpower 
has ignited a lot of fresh argument at 
Westminster. 

The attitude of two of the few Tory 
MPs with strong personal links with Ger- 
many neatly illustrates the divide. Mr Pe- 





Kaufman buys confederation 


ter Rost was born in Berlin and is joint- 
secretary of the British-German group. He 
argues that Britain has little to fear from 
German reunification, “as long as it is tied 
up with further integration, economic 
and eventually political, in Europe”. 

At the other end of the spectrum is the 
Thatcherite Euro-sceptic Mr Gerald 
Howarth, who was brought up as a young 
teenager in Hamburg and Düsseldorf. He 
argues that "when the world has been 
brought to the edge of ruin twice this cen- 
tury, I don't think you can say that every- 
thing has changed when, manifestly, na- 
tional characteristics don't change". 

While few Tories would agree with ev- 
erything that either man says, these views 
are only a slight caricature of two distinct 
camps within the party. Many of the Euro- 
sceptics are deeply uneasy about German 
dominance in Europe, and talk angrily of 
the optimistic “babbling” of Foreign Of- 
fice ministers about unification. Mr Bill 
Cash, chairman of the crush-Brussels-and- 
hang-Delors Bruges Oroup, is typically 
ambivalent: "We are not anti-German, 
but we are sceptical about the e of 
domination they appear to want” 


Mrs Margaret Thatcher herself is || 
strongly sceptical about German reuni- 
fication. Senior Tories who have gushed 
enthusiastically to her on the subject have 
been severely handbagged. She has a | 
gued that East Germany could join the EC _ | 
only if it developed not merely full democ- — 
racy but also full market-capitalism. She is — 
unhappy about the prospect of a neutral | 
Germany—a loose cannon in 
and one lost to NATO—which would blow — 
a hole through current NATO structures. | 
And she is wary of the early removal of | 
East Germany from the Warsaw pact, fear- J 
ing this would destabilise Gorbachev. | 

In the Labour team, the shadow for- | 
eign secretary, Mr Gerald Kaufman, takes 
a strikingly similar line. He stresses the 

“paramount” importance of the survival 
of the Gorbachev regime to preside overa || 
Soviet Union with which the West cando | 
business. He regards West Germany as | 

"probably the most sensible member of | | 
NATO" and favours some confederation || 
of the Germanies, “in which the Federal. | 
republic would remain a member of NATO || 
and East Germany could remain a mem- || 
ber of the Warsaw pact.' | 

So, despite the strength of the British- - 
German group, there is a cool, cross-party - 
atmosphere at Westminster: it favours a || 
loose German confederation, and is 
tile to the prospect of a unitary German 
state, in the near future at least. The gut 
instincts of the prime minister are shared 
by many MPs. Uncle Matthew, who when 
riled by modern life was inclined to gaze 
wistfully at his entrenching tool, would || 
have understood. | 







A totem topples 


N ACT of great symbolic significance 
is being quietly prepared by the La- 

bour leadership: it hopes to abandon the 
mandatory reselection of MPs by their lo- 
cal parties, as part of the package of re- | 
forms to be considered by this year’s con- || - 
ference in Blackpool. 1 

Mandatory reselection, which meant || 
all Labour MPs were regularly challenged | 
by local party activists, was introduced in || 
1980 during Labour's civil war between 
leftists and social democrats. lt repre- 
sented a high-water-mark for the left, fe led | 
by Mr Tony Benn. 

Thoughout the 1980s centrist Labour 
MPs lost a lot of sleep worrying over 
reselection, though few were actually re- 
moved. Now full democracy in the local 
parties and the abolition of trade-union 
block votes are likely to go hand-in-hand 
with a new trigger rule: sitting MPs might 
be open to challenge only where, say, 4096 
of the local ous demand it. 
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BUSINESS THIS WEEK 


January sales 


Britain's GEC homed in on 
Ferranti International with 
a $513m offer for the troubled 
electronics group's defence di- 
vision, after Thomson-csr of 
France said it would not bid. 
Still recovering from an al- 
leged fraud involving its 
American subsidiary, Ferranti 
issued a writ against its former 
accountants, Peat Marwick 
McLintock. Meanwhile, 
Ferranti looks set to win a 
$3.2 billion contract to de- 
velop radar for the proposed 
European Fighter Aircraft. 


One of Saudi Arabia's wealth- 
iest clans, the Bin Mahfouz 
family, has put its 2096 stake 
in Bank of Credit and Com- 
merce International (BCC!) 
up for sale, according to the 


Another problem for Hoylake, 
the consortium bidding for 
B.A.T Industries, a British 
conglomerate. The Depart- 
ment of Trade and Industry 
said it had raised preliminary 
objections in September to 
Hoylake obtaining B.A.T’s Brit- 
ish insurance subsidiaries, Ea- 
gle Star and Allied Dunbar. 


Ups and downs 








Minerals, America's second- arms company alleged to have 
biggest copper producer. bribed its way to an $840m 
arms contract. | 
Mariano Rubio, the governor | 
of the Bank of Spain, stepped Plugging in East Germany will soon see its | 
in to appoint Ybarra first business monthly. With a 
Cazenove, a top-notch stock- | as the new president of Banco | For the first time, IBM, the title like Die Wirtschaft—The | 
broker and one of the few tra- | Bilbao Vizcaya, Spain'slargest | world's largest computer firm, | Economy—the paper should — 
ditional firms to remain inde- bank, which has been plagued | agreed jointly to develop a do well. 
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pendent after the City of 
London's 1986 Big Bang, is 
still a firm favourite with cor- 
porate clients. 


One of America's largest re- 
gional banks, the Bank of 
New England, went into in- 
tensive care. The bank has set 
aside $1.5 billion to cover dud 
property loans and is trying to 
sell $6 billion of its assets to 
stay alive. Sniffing a bargain, 
Citicorp said it would like to 
buy parts of the bank. 


Silvio Berlusconi, an Italian ty- 
coon, y won control of 
Mondadori. One in the eye 
for Carlo De Benedetti, who 


wanted the Italian publishing 
group for himself. 


Bank employees in Sweden 
and Finland, which are due 
to start a pay strike next week, 
were locked out of their 
branches by miffed bosses. 


People 





Robert Holmes à Court, an 
Antipodean entrepreneur who 
lost a fortune in the 1987 
stockmarket crash, made a 
comeback. One of his compa- 
nies, Carisbrook Investments, 
is set to buy a stake in Cyprus 








by internal feuding between 
former merger partners. 


Wheels and deals 


The giants of Japan's car in- 
dustry have agreed to help out 
struggling tiddlers by launch- 
ing joint manufacturing and 
sales initiatives. Nissan Mo- 
tor said it would support Fuji 
Heavy Industries which makes 
Subaru cars. Toyota Motor 
offered to aid Daihatsu. 


Volkswagen said it might in- 
vest up to $3 billion to revital- 
ise East Germany's car 


industry. 





In an effort to make cars more 
friendly to the environment, 
France announced a $209m 
research project into ways of 
reducing car pollution. A 
confidential report from Ford 
said that half of Europe's pol- 
lution is caused by fumes from 
cars, vans and trucks. 


In court 


Bond Corporation of Aus- 
tralia, heavily under attack 
from creditors, won an injunc- 
tion preventing American in- 
vestors from pulling the plug 
on Bond's brewing interests. 


India's prime minister, V.P. 
Singh, scrapped the country's 
$470m settlement with Ameri- 
ca's Union Carbide over the 
1984 Bhopal disaster. Instead, 
he wants $3 billion in dam- 
ages. India piia filed charges 
against Bofors, a Swedish 
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memory chip. Its partner will — 
be West Germany's electron- - 1 
ics giant Siemens. ý 


British Telecom is selling its — 
51% stake in Mitel, the Cana- 

dian maker of computerised a 
telephone switchboards. The | 
most likely bidders are Japan's | 
NEC and Fujitsu, Siemens, 1 
France's Alcatel and Ameri- — — 
can Telephone and Telegraph. | 


Also for sale is Hoskyns,a | 
British computing services | 
company in which Plessey has — 
a 74% stake. Bids of over —— | 
$480m are welcome. 4 


Intel, one of the top Ameri- 
can chipmakers and a noisy 
critic of Japan, signed a joint 
venture with NMB Semi- 
conductor—of Japan—to 
make and market memory — 
chips worldwide. NMB is one of | 
the few firms to treat memory | 
chips for what they are: cheap, — 
low-margin commodities. i 


Eastern promise 
Russia's airline, Aeroflot, will | 
spend $350m on five Airbus f 
A310 aircraft. Four 

Crédit Lyonnais, Dresdner 
Bank and two Soviet-owned 
banks—are setting up a com- 
pany that will lease the aircraft — 
to Aeroflot. 
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[he doctors’ dilemma 


Last year's wave of drug-industry mergers created huge marketi 
now costs more i 
ainst aggressive drug promotion threatens to clobber an indus- 


chines. Selling a new 
backlash 
try addicted to salesmanship 
È LESS than a year the world’s drug in- 
dustry has been reshaped by eight big 
mergers and acquisitions, more than in the 
previous 40 years. On January 18th France’s 
state-owned Rhóne-Poulenc became the lat- 
est drug company to join the scramble when 
it announced the purchase of a controlling 
stake in Rorer, a middle-ranking American 
pharmaceutical firm. Rhóne-Poulenc wants 
ccess to Rorer's sales teams in America and 
. apan because, like most of its rivals, it calcu- 
lates that selling drugs globally is now at 
least as important as discovering or develop- 
ing new ones. 

The accelerating pace of innovation in 
the drug industry, fuelled by biotechnology 
and a host of other new technotricks, has 
turned the industry's conventional wisdom 
on its head. Drug companies used to spend 
heavily on R&D to discover one new product 
whose success could often transform the 
company's fortunes. R&D spending is still a 
big cost for the indüstry's leading firms and 
rising R&D costs were one good reason for 
many drug firms to merge. But with new 
technologies delivering a cornucopia of new 
products, the profitable lifetime of any sin- 
gle drug has shrunk dramatically. So compa- 
nies want to get big enough to sell new drugs 
in large volumes as quickly as possible. They 
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iscovering one. But a 


are not only getting bigger, but also spend- 
ing more lavishly than ever before on mar- 
keting campaigns and sales. 

Marketing now absorbs 24% of drug 
revenues, about double the percentage a de- 
cade ago and well beyond the estimated 13% 
on R&D. But doctors besieged by growing ar- 
mies of salesmen are becoming concerned 
about the effect on medical practice. Gov- 
ernments and insurance companies forced 
to pick up the bill for soaring promotional 
costs are unhappy. lf the backlash gets 
stronger, one of the most important motives 
for many of last year's mergers could fade, 
undermining the prospects of some of the 
world's biggest drug companies. 

The 1980s have shown the rewards of 
good marketing and sales muscle. Britain's 
Glaxo turned itself into a leading interna- 
tional drug firm after it spent lavishly to pro- 
mote Zantac, an anti-ulcer pill which be- 
came the world's best-selling drug, even 
though it was only a slight improvement on 
Tagamet, an earlier hit drug from Smith- 
Kline Beckman. Glaxo broke precedent by 
launching its drug expensively around the 
world, rather than concentrating on just a 
few national markets. Glaxo also did not 
wait for all the drug's possible uses to be ap- 
proved, as was customary. Sales of Zantac 
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reached $2.4 billion last year, double that of 
the world's second biggest selling drug. 
Tagamet now languishes in fourth place 
with annual sales of $1 billion. v. 
The success of such heavily promoted 
drugs has meant that drug companies now - 
fight for market share much like toothpaste — 
manufacturers. Launching a drug worldwide: 
can now take as little as three years, com- 
pared with the eight or ten years once re- 
quired. | 
In addition to merging with rivals, big - 
drug firms have also recruited thousands of 
nurses and scientists to staff huge sales 
teams. America's Merck, the world's biggest. 
drug company, has just hired 600 science 
graduates, bringing its American sales force 
to 2,700, against only 1,500 in 1987. 
year nearly 30m calls were made to Ameri- 
ca's 340,000 office-based doctors by drugs 
salesmen. Analysts at Barclays de Zoete 
Wedd, a British stockbroker, say sales staff 
among the world's top pharmaceutical firms | 
grew by 5096 in the five years to 1988. 
Doctors now rely on drug firms for most 
of their knowledge of the latest medical ad- 
vances. They cannot keep up with the new. 
knowledge produced by breakthroughs in. 
biotechnology and other fields, nor with the 
deluge of medical journals. In 1988 the drug 
industry spent 80 times more in Britain 
keeping doctors informed than did the 
country's national health service. A recent 
survey conducted by Dr Justin Greenwood. 
of Teesside Polytechnic among British phy- 
sicians found that six out of ten decide to. 
prescribe a product solely on the basis of 
what a drug salesman has told them. Several 
drug companies have established "teaching — 
centres" in attractive locations where doc- 
tors come to learn about medical matters— - 
and the company's drugs. } 
Governments and insurers have begun 
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— to ask whether drug companies should pro- 
mote so heavily. When marketing budgets 
are used to maintain the market position of 
older products facing competition from bet- 
p or cheaper new drugs, this query quickly 
] mes a complaint. 












































= Three socalled nonsteroidal anti- 
- inflammatories, used to treat arthritis, have 
held a third of the American market for 
mearly ten years, although newer and 
cheaper alternatives have been proved 
effective. Tagamet and Zantac be- 
= tween them have held 55-60% of the world 
uer market for the past few years, de- 

. spite the introduction of new equivalents. 

. Dismayed governments are now acting 
ro curb excesses and bring costs under con- 
rol. The British government has eliminated 

/ many promotional costs from the calcula- 
. tions it uses to set profit margins on drug 
es and is also supplying doctors with lists 
k the most cost-effective drugs. 
America’s Food and Drug Administra- 
tion is debating how to limit promotion, 
. and is already sending more letters of com- 
. plaint to drug manufacturers about mislead- 
tee advertising than ever before. In 1989 
— Congress began an investigation into drug 
. marketing and pricing. The findings should 
be ready next year. 
BE The Japanese government, which fixes 
; all drug prices, is considering linking the 
price of a drug to its medical performance, 
1 gauged by regular monitoring of patients us- 
— ing it. The World Health Organisation has 
- called for the establishment of state-funded 
. sales forces for drugs, so that doctors do not 
. have to depend on vested interests for in- 
. formation. It is unlikely that any govern- 
. ment will adopt such an extreme measure, 
but the proposal shows how disturbed many 
professionals are about the drug 
ies' hyperactive salesmanship. 
= There are also sound business reasons 
| why drug companies themselves might have 
to review their tactics. The pattern of drug- 
buying is set to change. In America, medical 
centres have started to band together to 
$ curb costs, for example by joint buying of 
the most cost-effective medicines. More 
4 62 


Pill pushing 


Pharmaceutical company costs 





than 60% of the drugs consumed in Ameri- 
can hospitals are now bought through cen- 
trally run purchasing operations that supply 
hospital chains; doctors can prescribe a drug 
only if it is on the supply list. If these trends 
continue, fewer salespeople will be needed 
to promote goods to fewer, less gullible cus- 
tomers. That could spell an end to the drug 
industry's marketing binge. 
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Musical chairs 


COME to the mad, mad world of 
European armaments. On the face of 
it, the show was about who would take over 
Ferranti International, a desperately con- 
fused British defence-electronics company. 
In fact it was about something far greater. 
As it turned out, Ferranti's fate was fixed at 
the same time as the highly prized £2 billion 
($3.2 billion) contract to design the radar 
for Europe's new fighter aircraft, a £22 bil- 
lion programme. Appropriately, both deals 
were reached thanks to civil servants: this 
saga has really been about who will make the 
electronics for an emerging European arms 
conglomerate. 

[n agreeing to buy Ferranti's radar busi- 
ness (the deal may have to be vetted by com- 
petition authorities), Lord Weinstock, the 
boss of Britain's General Electric Company 
(Gec), has discovered an ingenious—if ex 
treme—way to win contracts. On Januar 
22nd, the news leaked that Ferranti's ECR 90 
radar had been chosen for Europe's new 





A bug for Russia's computers 


NEW YORK 


T IS enough to bring a gleam to any 

capitalist's eye: a new market, created 
by deregulation, potentially worth bil- 
lions of dollars a year and so far almost 
untapped. The product is one that even 
small companies can turn out in abun- 
dance, personal computers. The snag is 
that the deregulation is perestroika, and 
Russia's would-be buyers of personal 
computers haven't the money to pay for 
them. 

The Soviet Union has an estimated 
500,000 personal computers, less than 
196 of the 60m or so in the United States. 
Its own industry is primitive. Until now 
western restraint of supposedly "strate- 
gic” exports prevented the arrival of any- 
thing more powerful than a 1981-vintage 
IBM-PC-compatible. Now, at last, Presi- 
dent Bush is hinting he will propose freer 
trade in most desktop computers. 

That provides an ample challenge for 
capitalist creativity. "The Russians”, as 
one would-be PC-supplier put it, "will 
buy all the computers that we can get 
them the money to pay for." How do you 
get them the money? One company with 
creative ideas is Phoenix Group Interna- 
tional, based in Irvine, California. 

In September 1989 the Russians an- 
nounced that Phoenix had beaten 16 
other foreign companies for the privilege 

| of setting up a joint venture with the So- 


viet education ministry to supply IBM- 
compatible personal computers. The 
first shipment of 1,000 is now being 
packed. Phoenix, a holding company 
which specialises in rescuing high-tech 
firms in trouble, has only about 70 em- 
ployees and an annual turnover of $50m. 
One day it hopes to sell the Russians bil- 
lions of dollars-worth of pcs each year. 
Dollars earned how? Phoenix believes 
it has the answer. Another company in 
its stable has developed microbes which, 
it claims, can boost oil production dra- 
matically. The Russians, Phoenix says, 
are interested in buying these too. Buy 
bugs, sell more dollar-earning oil, buy 
more computers. Simple, tovarishch— 


sorry, gospodin. 
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THE Italian government has just re- 
L moved another barrier to the free 
movement of capital, allowing Italians to 
buy short-term forei 
| maining restriction—on foreign bank ac- 
its—is likely to be lifted before the 
Ist deadline set by the European 
mmunity. France abolished the last of 
ts exchange controls in December. 
— In the past, capital controls have 
E shielded weak currencies from pee 


























omar Thi an be. seen "ran comparing 

| the eee interest: rates of a country 
^ whose currency is under attack with the 
-corresponding interest rate in the unregu- 
ated Euromarket. 

For example, when investors sus- 
pected the lira was about to be devalued, 

the interest rate on overnight Euro-lira 
deposits rates sometimes soared to 50- 
10095. Domestic overnight rates went up 
by much less. Capital controls prevented 
Italians from moving their money out of 
the country. That let the interest-rate dif- 
ferential appear—it would otherwise have 
| been immediately eroded by a capital out- 
| flow. Once controls are lifted, domestic 
interest rates should be as volatile as rates 
in the Euromarket—and that would put 
the system under strain. 

When the EMS was set up in 1979, all 
members apart from West Germany and 
Holland had tight capital controls. In the 
past five years these have been steadily re- 
moved. The controls that mattered for 
France and Italy had already gone by 
1988—witness the virtual disappearance 

 -of the gaps between domestic and 
 Euromarket rates for the French franc 
and the lira. Despite this, the EMs is show- 
ing no sign of strain. If anything, it looks 
stronger than ever. ` 

À new paper* by Messrs Francesco 
Giavazzi and Luigi Spaventa for the Cen- 
tre for Economic Policy Research suggests 
an answer to this puzzle. Its main point is 

— this: now that capital controls have gone, 
policymakers have decided that 
realignments are virtually impossible. The 
mere hint of a devaluation could trigger a 
speculative attack on their currency. As a 
result, governments are more committed 
to the system's parities than before. 

The markets, anyway, seem convinced 
of this. As before, compare domestic and 
offshore interest rates. As you would ex- 
pect, the variability of domestic interest 
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The EMS without a safety net 


I For years, tight pi controls held the European Monetary System 
ese restrictions have now been lifted. Many econo- 
mists predicted disaster. They are still waiting 









been closed not by greater volatility i ind 
mestic rates, but by less in offshore rates. 


This suggests that expectations of ex- 


borrowers still find it troublesome G 


E: rencies to move. - As it i is, the autho 


rates in Italy and France is now almost.. 
identical to that of Euromarket rates (see ~ 
chart). More surprisingly, the gap has . 









row from abroad—not because 1 
any longer forbidden to do so, but 
cause it is a nuisance. Without ' 
vestigial “barrier” to capital flow: 
central bank could not drive a wedg 
tween its interest rates and West 
ny's unless the markets expected: 






























change-rate realignments have indeed: 


subsided since capital controls came off. » 


Messrs Giavazzi and Spaventa there- it wi 


fore appear to be right. A conundrum re- 
mains, however. If capital can go where in- 
vestors please and markets believe 
exchange rates are more or less fixed, why 





are Italy’s interest rates still four percent- 
age points higher than West Germany’s? 
Why isn’t capital flooding out of West 


Germany and into Italy, forcing interest - 


rates to converge! 
One answer is that, although financial 
markets reckon the risk of devaluation is 


smaller than before, they have not entirely - 


ruled it out. Another is that Italy's central 
bank has struggled to keep its interest 
rates high in order to restrain domestic 
demand. A big capital inflow has indeed 


been the result of that policy—the bulk of - 
it accounted for by Italian firms borrow- - 


ing from abroad. Instead of letting the in- 
flow drive its interest rates down, the gov- 
ernment has sold government bonds to 
soak up at least some of the extra cash. 
These efforts to keep interest rates up. 


have been successful only because some 
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. terest rates posited by Sir Alan for the 


~- might easily become a problem in its OM 





































Entope S hhighinfation: countries. s. That 
exactly what is happening in Italy. 
Alan would conclude that Italy’s infla 
rate (at present 6%, against West G 
nys 3%) will therefore stay too. ‘high 
Eventually, this will make a tear Ful rea 
ment inescapable. 
Messrs Giavazzi and Spaventa d 
agree. They concede that the EMs's nev 
capital mobility has put downward pres- 
sure on interest rates in the higher-infla 
tion countries. But whereas Sir Alan con 
cludes that this will frustrate” th 
attempts to reduce inflation, Me 
Giavazzi and Spaventa argue that tl 
combination of unfettered capital 
fixed exchange rates will actually make : 
task easier. ` | 
True, they say, lower interest rates may : 
push up inflation in the short run. But in 
the longer run, a gradual appreciation o 
the real exchange rate, together with thi 
stronger-than-hitherto commitment 
keep nominal parities fixed, will hi 
lower inflation expectations. If firms 
lieve their government will refuse tc 
commodate price rises with devaluat 
they will be more likely to resist big 
demands. i 
Time will tell. The R EI in int 
tion rates among the EMS countries ha 
narrowed a lot—this is the system 
proudest boast—but they are sti 
large and remain a potential source of 
ture strain. Even on the optimistic vie 
Messrs Giavazzi and Spaventa, current-a 
count imbalances are likely to be a gro 
ing problem, too. The unwanted fall in í 





high-inflation countries adds to demand 
and for as long as the inflation gap per: 
sists, their currencies will be rising in re 
terms. Both factors point to a growing cür- 
rent-account deficit, which {as in Brit 


right. The debate goes on. 
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Deploying the taxpayer's billions 


fighter (18 months later than planned) in- 
stead of a radar made by AEG-Telefunken 
based on an American design. GEC's Mar- 
eoni subsidiary had been a member of the 
losing Telefunken consortium. Without the 
contract, Marconi's airborne radar business 
would have withered. The very next day GEC 
snapped up Ferranti's defence division, a 
third of the company, for £310m—taking 
the much coveted radar contract with it. 
Not bad for a company whose radar con- 
tract for Nimrod was cancelled by the Brit- 
ish government after £1 billion had been 
spent, because it didn't work. 

The deal will give GEC a lot more than 
radar, including other gear for military air- 
craft. According to analysts, GEC will now be 
neck-and-neck with France's Thomson-CsF 
as Europe's main defence-electronics com- 
pany. Thomson was itself thought the likeli- 
est buyer of Ferranti until it announced on 
January 19th that the price was too high. 

Despite Thomson’s decision, the long- 
trumpeted pan-European armaments indus- 
try is at last beginning to emerge. Thomson 
has just ventured into Holland to buy 
Philips's defence-electronics business. Ear- 
lier this month it agreed to form a missile 
company with British Aerospace which will 
be called Eurodynamics and whose turnover 
is expected to be £1.5 billion. 

It was this last deal by Thomson that 
frightened GEC the most. British Aerospace 
(BAe) is one of Marconi's biggest collabora- 
tors but relations between the two are not 
always sweet. Already BAe has decided to 
work with Thomson to develop the latest 
generation of the Sky Flash missile, rather 
than with GEC, its partner for an earlier ver- 
sion. If Thomson had bought Ferranti, giv- 
ing the French company a British arm, GEC 
could have seen its relations with BAe weak- 
ened further. BAe would have had a choice 
of two big suppliers in Britain to fit out its 
military aircraft. 
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Relationships like these will determine 
the shape of the European arms industry. 
Tight budgets, peace and rising R&D costs 
are pushing governments towards fewer, 
larger arms projects and towards pan-Euro- 
pean collaboration. At first the consortia 
that bid were assembled contract by con- 
tract. Now relationships are becoming per- 
manent. The model is Daimler-Benz in West 
Germany which, since its acquisition of 
Messerschmitt-Bólkow-Blohm last year, can 
make everything from airframes to radars. 
Courting BAe is vital for GEC and handy for 
Thomson. 

If GEC's move is an acknowledgment of 
Thomson’s strength, so is the welcome with 
which Britain’s Ministry of Defence has 
greeted the GEC-Ferranti deal. Officials 
would once have tried to block the takeover, 
in order to maintain domestic competition 
among equipment suppliers. With interna- 
tional consortia tipped to win most of Eu- 
rope’s defence business in the 1990s, that 
no longer makes sense. One GEC director de- 
scribed the ministry's role in the Ferranti 
deal as "the benevolent father of the bride”. 

The mandarins’ volte face also shows 
what a mess Ferranti is in: as an indepen- 
dent it would never have won the contract 
to design the new radar. The company is 
reeling after discovering an alleged fraud of 
£215m in International Signal and Control, 
its American subsidiary. Britain’s partners 
in the European Fighter Aircraft, especially 
West Germany, refused to entrust the fight- 
er's crucial radar to a company that was em- 
broiled in controversy and whose chances of 
survival looked increasingly uncertain. Now 
that GEC owns Ferranti's defence-electronics 
business, those worries have faded. And for 
Britain's military bureaucrats, the best guar- 
antee of a grand British role in the European 
defence industry seems to be a single na- 
tional champion. 
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Accor's bid strategy 
Circling the 
Wagons 


NCE described as "the hotel company 

that reaches the niches other compa- 
nies cannot reach”, France's Accor group 
has been living up to its reputation of devel- 
oping hotels in areas that grander hoteliers 
tend to ignore. The world's eighth-biggest 
hotel chain, Accor now covers 850 hotels in 
55 countries, with 95,000 rooms. They 
range from the middle-of-the-range Novotel 
chain to an _ ultracheap, $16-a-night 
Formule-l string of roadside inns and the 
Hotelia old-folks chain. Almost 8596 of 
Accor's hotels are in Europe; it leads the 
pack in West Germany and the Benelux 
countries as well as in France. Although 
dwarfed by American behemoths like Marri- 
ott and Sheraton, Accor has ambitious 
plans to buy its way to the top in the 1990s 
The next target on its list: the hotel opera 
tions of Belgium's Wagons-Lits. 

Accor should have little problem find- 
ing the FFr3 billion ($520m) or more that 
Wagons-Lits' hotel activities are reckoned to 
be worth. Accor's net profits for 1989 are 
estimated to have risen 25% to Frr600m, 
and it has already topped up its war chest. 
On January 8th it launched an issue of new 
shares with warrants that raised an initial 
FFr1.8 billion. If all the warrants are eventu- 
ally taken up, Accor could rake in another 
FFr1.8 billion before expenses. 

Although better known for its railway 
buffet and sleeping cars—which used to in- 
clude those on the Orient Express— Wag- 
ons-Lits has also built a worldwide network 
of almost 300 hotels, ranging from the four- 
star Pullman chain to the no-frills Primo net- 
work. These are mainly in Europe, although 
Wagons-Lits has recently moved into Thai- 





No, this is not a petrol station 
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land and Indonesia. Critics, though, com- 
plain of the company's hit-and-miss pricing 
strategy, poorly maintained hotels and lack 
of a central reservation system. 

Accor reckons that it can put all of that 
right. But it is reluctant to bid for the Bel- 
gian group lock, stock and barrel. That 
would mean buying Wagons-Lits’ railway 
business too, as well as its 700-odd travel 
agencies, its car-rental firm (a joint venture 
with Volkswagen) and its contract-catering 
activities. Keen that their company should 
stick to its last, Messrs Gérard Pélisson and 
Paul Dubrule, Accor's joint chief execu- 
tives, only want the hotels (about 1096 of 
Wagons-Lits’ business). These would use- 
fully reinforce their company's European 
base before it expands properly elsewhere. 

What about the rest of Wagons-Lits? 
Accor may consider approaching Sodexho, 
France's biggest contract caterer and 18.596 
owner of Wagon-Lits, for help, according to 
a source close to Accor, though the com- 


pany declines to comment on its strategy. 
Sodexho, which provides meals mainly to 
schools and hospitals, already co-operates 
with Wagons-Lits, which owns a business 
supplying catering services to private com- 
panies. The French firm is said to be keen to 
swallow its Belgian partner if the price is 
right. Bid speculation has already lifted 
Wagons-Lits’ share price from BFr7,200 
($186) at the end of October 1989 to around 
BFr9,100 today. 

Accor reportedly hopes that Sodexho 
will launch a bid for the whole of Wagons- 
Lits, reckoned to be worth some BFr60 bil- 
lion ($1.7 billion). Accor could then take 
the hotel side off Sodexho's hands. If other 
Wagons-Lits shareholders—such as Groupe 
Bruxelles Lambert, a Belgian holding com- 
pany with 20.5%, France’s Caisse des Dé- 
póts, a state-owned savings institution with 
28%, and a group of Saudi investors called 
Rolaco with 12%—can be persuaded to sell, 
such a gambit could work. 





Thyssen’s Dieter Spethmann 


The king and them 


DUSSELDORF 





Party-throwing Dieter and his favourite train 


EW West German industrialists attract 

criticism like Mr Dieter Spethmann, 
boss of Thyssen, a big steel and engineering 
group. Power-hungry, egotistical, flamboy- 
ant—Mr Spethmann has been called all that 
and more by his peers and an often hostile 
press. Even at Thyssen itself, which has just 
announced record profits and a higher divi- 
dend, he has faced sporadic efforts to boot 
him out or take him down a peg. Mr 
Spethmann survived the lot, but now is 
locked in a behind-the-scenes struggle over 
who will succeed him. 

To non-Germans the snarling seems 
odd. If Mr Spethmann had made his career 
in America, he would probably be cheered 
as a tough and colourful corporate leader 
who has earned success the hard way. Pub- 
lishers, sensing an lacocca-type best-seller, 
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would be knocking at his door. But the 
motto of Germany's business elite has long 
been: "Be outstanding but do not stand 
out". 

Mr Spethmann has violated that maxim 
with spectacular regularity. He relishes what 
passes for a luxurious lifestyle in a country 
where business wealth tends to be hoarded, 
not flaunted. The Thyssen chief is widely 
dubbed, with a mixture of irony and envy, 
the "Sun King of the Ruhr” (the heavy in- 
dustrial area where Mr Spethmann was 
born and has spent most of his 63 years). 
The glittering parties which he throws in his 
splendid Rhineside villa in Düsseldorf draw 
frowns from thriftier bosses. 

Mr Spethmann has also been criticised 
for stubbornly promoting a magnetic-levi- 
tating train called Transrapid, a prestige 





project which he has made into a personal 
crusade. According to Mr Spethmann, 
Transrapid could ease West Germany's 
over-filled autobahns and airspace in the 
1990s by whisking passengers about without _ 
friction or fumes at close to 500km per hour. 1 
Critics dismiss such claims as science fiction. _ 
But in December Mr Spethmann was par- — 
tially vindicated when the West German - 
government gave the go-ahead for an initial — 
104km stretch of Transrapid track between 
Essen and Bonn. Now Mr Spethmann sug- — 
gests building Transrapid links between the — 
two German states. à 
Most striking of all, Mr Spethmann is 1 
one of the few German businessmen to have 
defied the mighty Deutsche Bank, West — 
Germany's biggest financial institution, and — 
to have held on to his job. When Thyssen — 
announced plans to cut its dividend in 1984 
after losses on steel and in America, Deut- 
sche joined in a bid to have Mr Spethrnangu 
dumped at the shareholders’ meeting. Mr 
Spethmann fought back, winning the sup- 1 
port of Count Claudio Zichy-Thyssen, an H4 
independent Argentine businessman and 
great-grandson of August Thyssen, who 
founded the company in 1891. The bid 
failed and Mr Spethmann emerged all the 1 
stronger. | 
Ever since Mr Spethmann took over the 
top job at Thyssen in 1973, he has had to 
contend with the bitter opposition of his 
predecessor, Mr Hans-Giinther Sohl. Even 
as recently as 1988 Sohl, who died last year, 
wrote to the supervisory board complaining 
that Mr Spethmann identified the firm with 
himself, not the other way round. , 
At the core of the tension was an issue 
best left to company historians: who gets the 
credit for the most important single decision - 
in Thyssen's post-war history, to transform - 
it from the pure steel company it had been 
in the 1950s and 1960s into a diversified — 
group better able to withstand periodic steel — 
crises. a 
Whoever made the original decision to 
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i diversify, Mr Spethmann's remarkable 17- 
— year record as chief executive should have 
silenced most of his critics long ago. Except 
- for a brief stumble in the mid-1980s, Thys- 
— sen has thrived under his stewardship. Al- 
= though still the biggest private-sector 
- steelmaker in Europe, the company is now a 
- broadly-based group with a range of inter- 
— ests in manufacturing, trading, transport 
- and waste disposal as well as making special- 
ity and bulk steel. And Mr Spethmann con- 
tinues to perform. Pre-tax profits in the year 
to September 30 1989 were up nearly 5096 
to DMI.7 billion ($900m) on sales up by 
1796 to DM34 billion. Shareholders can 
-~ probably look forward to a dividend boost 
— this year of 15-20%. 
| Are there no flaws in the Spethmann 
era? Perhaps Thyssen should have diversi- 
fied still more drastically, like its old rival 
Mannesmann, which has pushed into data- 
— processing and telecoms. And perhaps not: 
- — "Thyssen has avoided the kind of calamities 
— that have befallen Krupp, another diversify- 
ing German steel company. And it is true 
that Mr Spethmann has traits which have 
- mot helped to promote harmony. They in- 
clude an outsizadollop of self-regard and an 
air of having to suffer fools ungladly which 
can rub even his allies up the wrong way. 
Mr Spethmann's lack of diplomacy ac- 
| counts for the fact that he is facing yet an- 
- other battle at the end of his career. He 
- wants Mr Karlheinz Rósener, head of the 
-— special-steel division, to succeed him when 
— he steps down next year. But his foes on 
— Thyssen’s supervisory board claim he is 
—— plotting to pull the strings at Thyssen even 
— after his retirement, and they hope to slot in 
a candidate of their own. All sadly familiar 
71 stuff to a German boss who, for all his suc- 
— cess, has never quite fitted in. 
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L Japanese management 
— Bigger, not better 
Nue 


AN the management techniques which 
have served Japan well in its overseas 
manufacturing "transplants" succeed in the 
- — service businesses it sends or buys abroad? 
— Japan's spending on foreign service-sector 
businesses is relatively small, but growing 
— fast. Last year service businesses accounted 
— — for about a third of the $10.4 billion Japa- 
— nese companies invested directly in Amer- 
ica. On January 23rd, Kyotaru, a Japanese 
food-services company, made the first big 
Japanese investment in America's restau- 
rant industry; it has bought Restaurant As- 
sociates (which owns 120 restaurants includ- 
ing Mamma Leone's in New York city). 
Most of Japan's overseas manufacturing 
ventures have been in cars and electronics. 
They have benefited from the same just-in- 














time inventory control, quality circles, in- 
tense corporate cultures, intimate customer- 
and-supplier relations and other practices 
that have succeeded so well in Japanese fac- 
tories at home. Some of these practices look 
ripe for implementation in the service sec- 
tor, where success hinges even more on the 
quality, speed and efficiency of dealing with 
customers. 

Many American service businesses ap- 
pear to be falling down on all three counts. 
One recent study of America's service sector 
by Mr James Quinn and Mr Christopher 
Gagnon of Dartmouth College concluded 
that "daily we encounter the same inatten- 
tion to quality, emphasis on scale economies 
and short-term orientation that earlier in- 
jured manufacturing." The contrast with Ja- 
pan's retail-bank "greeters", white-gloved 
taxi drivers and department-store gift-wrap- 
pers could not be starker. 

Mr David Aaker, professor of market- 
ing strategy at the University of California 
at Berkeley, has studied Japanese investment 
in three di t service sectors in Califor- 
nia: banking, hotels and car retailing. In 
each case the high levels of service found in 
Japan have not been exported to America. 
Instead, Japanese-owned Californian banks 
are keen to position themselves as Ameri- 
can. Bank of Tokyo and Mitsubishi Bank 
operate under the names of American banks 
they bought during the 1980s—Union Bank 
and Bank of California. None of the banks 
Mr Aaker studied has attempted to intro- 
duce Japanese levels of personal service into 
its American retail network. Only in tech- 
nology (such as computerised 24-hour ac- 
countinformation services) have they re- 
membered the lessons from home. 

Mr Aaker found much the same in the 
other service sectors. Traditional Japanese 
inns, or ryokan, offer far higher levels of ser- 
vice in Japan than do American hotels; typi- 
cally they employ twice as many staff per 
room. None of the Japanese hotel chains op- 





erating in California has at- 
tempted to introduce ryokan- 
style service. Nor have 
Japanese car dealerships in the 
state tried to introduce the 
home sales visits and seven-day 
service that are common in 
Japan. 

One reason Japan’s service 
companies may be reluctant to 
import management tech- 
niques wholesale is that, unlike 
Japanese manufacturers, they 
rarely have the benefit of in- 
vesting in “greenfield” sites, 
where managers can hire non- 
unionised workers and estab- 
lish their own rules. Without 
these freedoms, even Japanese 
manufacturing ventures in 
America have sometimes fal- 
tered. None of the Californian 
service businesses owned by Japanese com- 
panies and surveyed by Mr Aaker are green- 
field projects. Most American banks and ho- 
tels are heavily unionised; they also present 
other problems. Americans tend to have an 
arms-length relationship with their banks, 
dealing with them via automated teller ma- 
chines and by mail. The close, off-site rela- 
tionships Japanese banks attempt to nuture 
with their domestic customers would make 
American customers uncomfortable. 

In American hotels, turnover among 
lower-paid staff can exceed 200% a year, 
making long-term investment in training a 
waste of money. Car retailing in America 
has its own set of problems. Unlike car deal- 
ers in Japan, which sell a single marque, 
American dealers usually sell several—and 
have an adversarial relationship with the 
carmakers that supply them. That has made 
it hard for Nissan and Toyota to imbue their 
American dealers with a Japanese carmak- 
er's own corporate culture. 

Will this mean that the invasion of 
America by Japanese service industries will 
slow down? American service companies 
should not be complacent. Awash with 
funds, and with interest rates in Japan cur- 
rently five percentage points lower t 
rates in America, Japanese buyers can afford 
to take a long-term view of their American 
service-sector investments. Market domi- 
nance by acquisition, not competition, pre- 


dicts Mr Aaker, will be the Japanese way. 





Corporate governance 


Bored directors 


WO of General Motors’s largest share- 
holders complained this month to the 
company's board of directors about the gi- 
ant carmaker's abysmal performance. How, 
they wanted to know, would the successor to 
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Mr Roger Smith, the chief executive, be 
chosen. They got the usual brush-off. A 
press release said simply that "the selection 
of officers is the board's responsibility.” 

The two shareholders, California's and 
New York's public-employee pension funds, 
are unlikely to get much more of a hearing 
from either the outside board directors, who 
are supposed to represent their interests, or 
from GM executives, who have mismanaged 
their assets. Everybody expects Mr Robert 
Stempel, GM's president and Mr Smith's 
handpicked successor, to be duly anointed 
as chief executive when Mr Smith steps 
down this summer. 

After a frantic decade of hostile take- 
overs and leveraged buy-outs, some might 
think the complacency exhibited by the GM 
board would be a relic of a bygone age. In- 
stead it is the American norm, suggests a 
new book “Pawns or Potentates: The Real- 
ity of America’s Corporate Boards" by Mr 
Jay Lorsch, a professor at Harvard Business 
School, and Ms Elizabeth Maclver, a re- 
search associate. 

The authors carried out a postal survey 
of some 900 outside directors at 400 large 
American companies and then held in- 
depth interviews with 80 of the directors. 
Their findings portray board directors as su- 
pine wielders of the rubber stamp. Con- 
fused about their role, dependent on a com- 
pany's chief executive for information, and 
crippled by social conventions which make 
rude questions taboo, outside directors usu- 
ally exercise no control over a company's 
management until a crisis strikes. When it 
does strike, they are often paralysed by 
indecision. 

One of the biggest reasons that direc- 
tors rarely challenge a company's chief exec- 
utive, the authors say, is the simple fact chat 
so many directors are themselves chief exec- 
utives. A startling 6396 of all outside direc- 
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tors of Fortune magazine's list of the 1,000 
largest American companies are chief execu- 
tives of other companies. “Do unto other 
chief executives as you would have them do 
unto you,” seems to be their rule of thumb. 

Even if such directors want to question 
the strategic or managerial decisions of their 
chief executive, they hardly ever have the 
time or resources. The average outside direc- 
tor spends only 14 days a year with a com- 
pany. That includes reading, travel and 
committees, in addition to full board meet- 
ings. Many directors rely completely on the 
chief executive and his management team 
for information about the company. If of- 
fered more, they are not usually grateful. 
Most directors fear too much, rather than 
too little, information. 

Many directors also seem confused 
about where their loyalties should lie. The 
authors report that nearly all the directors 
interviewed paid lip service to the concept 
that a director’s first duty is to the compa- 
ny's shareholders, rather than to other 
"stakeholders" —employees, customers, 
management or society at large. And vet de- 
spite this ritual bow to shareholders' inter- 
ests, most of the directors interviewed also 
complained that shareholders are too con- 
cerned with short-term gain and felt more 
bound to the management than to fickle 
fund managers. In a typical comment, one 
director declared: "More and more people 
are coming to the realisation that the share- 
holders are really a bunch of 26-year-olds sit- 
ting behind their trading desks, and that the 
people who have the best interest of the 
company and its employees at heart are 
really those in management.” 

While that may often be true, a director 
with such an attitude is useless as a check on 
a management team gone awry through ve- 
nality, laziness or incompetence. The au- 
thors propose some sensible changes to dis- 


tance directors from the chief executive an 
make them more than mere managemer 
pawns. Separating the roles of chairman and 
chief executive, as is common in Britain, 
could create a powerful, independent voice 
in many American boardrooms. Paying di- 
rectors’ fees in shares or stock options, 
rather than cash, would have little effect on 
directors’ pockets—most of them are rich— 
but it might tilt the psychological balance in 
many boardrooms away from management. 

Unfortunately, the authors then trend- 
ily propose that laws be rewritten to recog- 
nise the obligations of directors to employ- 
ees and other "stakeholders". But 
enshrining such fuzzy obligations with no 
direct accountability sounds like a recipe for 
further entrenching a complacent corporate 
elite. The authors are also too quick to reject 
the idea of institutional shareholders having 
a seat on the board. As GM’s disgruntled 
shareholders rightly pointed out, many pen- 
sion funds have become so large that neither 
can they sell their huge holdings without i 
curring big losses nor can they easily fir 
other investments for their money. This has 
made such pension funds, in effect, perma- 
nent owners of many of America's top com- 
panies. Such shareholders have a direct in- 
terest in the long-term health of big 
companies like GM. Denying them a voice 
forces them to seize the first short-term gain 
a bidder or raider offers. 





Special offer 
The Economist's recent series of management | 
briefs has now been reprinted and bound. The 


| price will be £10.00 ($16.00), but there is a special | 


| price for readers ordering by the end of February of 

£7.95 ($12.95), including postage. Please write, or 
| call Linda Denli in London on 01 839 9104, Bradley 
| Cleaton in New York on 212 541 5730 or Janet 
| Tsang in Hongkong on 521 6641. 
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éé ELTDOWN” was the modish word 
on Wall Street in 1987. This year's 
should be "implosion"—and not just be- 
cause of noisy times on the stockmarket. 
The biggest trouble for investment banks is 
the long-predicted bust in "merchant bank- 
ing" (the business of lending to and invest- 
ing in takeovers) and of its common-law 
bedmate, the junk-bond market. Together, 
these provided much of investment banks' 
income in recent years. They are now pro- 
viding losses, at a time when there is no sign 
of revival in the banks' core business of trad- 
securities. 

Though many are affected, a spotlight is 
on CS First Boston. First Boston is fortunate 
to have a rich Swiss bank (Crédit Suisse, 
which owns 44.596 of the investment bank) 
as a parent. It has needed a rich daddy be- 
cause of its relationship with Mr Robert 
Campeau, an over-reaching Canadian prop- 
erty developer whose retail empire, led by 
the Federated and Allied chains, filed for 
protection from creditors this month under 
Chapter 11 of the bankruptcy law. 

The investment bank feels it can give 
the debit for this to Mr Bruce Wasserstein, a 
mergers and acquisitions whizz. It was he 
who brought Mr Campeau to First Boston 
before leaving the bank to form his own 
firm, Wasserstein Perella, in early 1988. First 
Boston wishes it had jettisoned the liaison 
then. It did not do so because it wanted to 
prove that it could remain an investment- 
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banking force without the hugely resented 
(by First Boston) Mr Wasserstein. 

Mr Campeau borrowed some $7.5 bil- 
lion to buy Allied in 1987 and Federated in 
1988. To do so he used lots of merchant- 
banking techniques, including two bridging 
loans extended by First Boston. The theory 
of a bridging loan is that an investment 
bank temporarily lends its own money to 
the buyer of a company, with the hope of 
quickly recouping that money by then sell- 
ing junk bonds in the company. It was 
through junk bonds that the Allied loan was 
refinanced. 

The loan to Federated could not be. By 
then, too many owners of Allied junk bonds 
had lost too much money to trust Mr 
Campeau a second time round. Initially, 
First Boston tried to sell $1.15 billion of Fed- 
erated junk bonds. In the event, it managed 
to sell only about $750m—and some of 
those merely because First Boston agreed to 
buy back Allied bonds in exchange, thereby 
increasing the firm's exposure to the 
Campeau group. Painfully but doggedly, 
First Boston continued to make a market in 
Allied and Federated bonds right up until 
the autumn of 1989—as brokers are sup- 
posed to do in bond issues they have 
underwritten. 

First Boston emerges from the bank- 
ruptcy filing as the largest unsecured credi- 
tor, with a total exposure of $429m of Feder- 
ated and Allied debt. Its real exposure is not 
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that bad. The $429m values securities at par, 
whereas First Boston bought many of the 
bonds from its customers at much si 
prices; it also includes securities held b 
First Boston in custody for others. The 

says its true exposure to the Campeau gro 

is $293m (including a $250m bridging xem 
against which the firm reserved well over 
$100m at the end of 1989. In addition, First - 
Boston has reserved about $60m pini | 
other merchant-banking deals. 

Although First Boston earned abou. 
$80m in fees for the Federated deal alone, 
$293m is still a large exposure for a firm with | 
equity of only $1.1 billion—its indulgent | 
Swiss parent notwithstanding. There is also 
the jolt of a $475m bridging loan to Ohio 


Mattress, which First Boston has not man- 
aged to refinance. This and similar mer- 


chant-banking legacies have pushed First 
Boston into forming a subsidiary to hold the 


30 companies in which the bank has in- — 
vested its own money, including $1.1 billion 
of bridging loans. The subsidiary will be — 


headed by Mr William Mayer, who this 
month was removed as chief executive of the — 
whole firm. 

The exile of Mr Mayer confirms the - 
dominance at First Boston of Mr John 


Hennessy, its president and new chief execu- 





tive. He came to New York last year after - | 


running the London-based joint venture | 
Credit Suisse First Boston for seven years. — 
This month Mr Hennessy bolstered First - 
Boston’s flagging capital-markets business 
by hiring the founders of a recently estab- 
lished bond-trading boutique, Voute Coats - 
Stuart & O'OGrady. This is a coup for Mr 
Hennessy in an area where First Boston has 
been weak. Mr William Voute was formerly 
in charge of all bond business at Salomon 
Brothers, New York's top bond house, 
while Mr Craig Coats ran Salomon's gov- 
ernment-bond desk. 


Despite its traumas, First Boston was - 
solidly profitable in 1989, even after reserv- 


ing against its merchant banking and its 
junk inventories. Drexel Burnham Lambert 
must wish it were so lucky. Another pri- - 


vately held firm, Drexel Burnham is the big- — 


gest casualty of the ills in the $200 billion - 
junk-bond market, which has been a money- 
loser ever since Drexel's former junk-bond | 
supremo, Mr Michael Milken, left the firm 
in June 1989 at the insistence of federal 
prosecutors. 


Before a tax credit, Drexel lost $140min — 
the first ten months of last year. Its junk- — 


bond exposure makes some people unwill- 
ing to invest fresh equity in its tarnished — 
name. It increased its junk exposure by do- — 
ing what First Boston did with Federated. - 
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= Burnham took bad bonds back from 


clients last year in return for persuading 
them to buy the bonds of RIR Nabisco, the 


huge leveraged buy-out. Scuttlebutt on Wall 
. Street suggests that Drexel may now be sit- 


D 
H 


ting on some $2 billion of the worst sort of 
unk. Even if Drexel's inventory is only $1 
illion, that is uncomfortable for a firm 


which had only $800m in equity at the end 


SJ 


of 1989. 

Groupe Bruxelles Lambert, a Belgian 
. holding company, has now informed Drexel 
that it is not prepared to increase its 3596 


. equity stake in the investment bank. That 


b 


. may mean the Belgians are prepared to write 
off the whole investment if necessary. At the 


. end of last year Drexel announced that em- 


à 


ployees earning more than $200,000 a year 


would get part of their pay in shares not 


cash. Resumés of Drexel employees are 


— flooding Wall Street; it may not be long be- 
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fore that of the bank's chief executive, Mr 
. Fred Joseph, joins them. 

Shearson Lehman Hutton is another 
firm whose chief executive, Mr Peter Co- 
— hen, is beset by problems. Mr Cohen has 
been lobbying investment managers to sub- 


scribe to the firm's pending equity offering 


of 20m new shares, in search -of badly 
needed fresh capital. It is proving a tough 
- sell, since Shearson's net asset value (exclud- 
ing ' goodwill) per share is $5, against a cur- 
price of just over $10—let alone 


= the $34 at which Shearson shares were 
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Catching colds 


RITISH companies have been health- 

ily sceptical about American finan- 
cial ideas such as leveraged buy-outs 
(LBos). This should preserve Britain from 
a string of corporate bankruptcies and de- 
faults, but banks are worried about some 
of their customers. Lowndes Queensway, 
a furniture retailer, is trying to complete 
its second refinancing in a vear; it seeks to 
raise £68m ($112m), probably mostly 
from its bankers. 

In America, bankers and corporate 
raiders leveraged companies to the hilt. 
They tried to balance each restructured 
company on the slimmest of equity bases: 
so that, if things went well, the owners of 
the equity (ranging from raiders to LBO 

investment bankers and commer- 
cial bankers) would clean up. The fees in- 


volved in doing oiim in deals were also 
enormous, so buyers frequently paid too 
much for companies. The deals American 
bankers designed were loaded with debt. 
Often almost the entire cash flow of an 
American company went on paying it off. 
Savings from pension holidays and sack- 
ing staff were then supposed to pay off the 
debt and leave the owners with a Numer, 
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floated in May 1987. 
, Shearson's property subsidiary, 
Balcor, has only $10m of reserves—against 
$114m of non-performing assets and total 
property loans of $1.1 billion. In addition, it 
has only $30m of reserves against $200m it 
lent to ailing real-estate partnerships. An- 
other subsidiary, Boston Company, has 
loan-loss reserves of only $15m—against 
$5.6 billion of personal loans, most of which 
are home mortgages, a market which in 
America is softening fast. There is also a 
$500m bridging loan to ailing Prime Com- 
puter; the junk-bond malaise makes it difh- 
cult for this to be refinanced. 
When Mr Cohen made a presentation 
to underwriters on January 23rd about the 


debt-free, cash producer. 

In Britain such deals, as well as being 
different, were smaller. While America 
saw LBOs worth over $212 billion in the 
1980s, there were only around $30 billion 
of leveraged deals in Britain. Most British 
deals were initiated by managers—who 
reckoned that the deal was their one shot 
at getting rich—rather than by invest- 
ment ers. This meant that the design 
of British deals was less baroque, and that 
interest coverage was more conservative. 
At the height of the British buy-out boom 
in 1988-89, interest payments were cov- 
ered, at worst, only 1.25 times by cash 
flow. On new deals, they are again cov- 
ered well over 1.5 times. 

The deals in Britain that are in danger 
of unravelling are those where high inter- 
est rates have hurt the firm’s business— 
eg, retailing. Lowndes Queensway, which 
was not among the ten most highly lever- 
aged buy-outs, has warned its sharehold- 
ers that the group is particularly vulner- 
able to any fall in turnover. In America 
the LBOs in trouble have generally been 
those that were unsoundly designed by 


any standard. In Britain they are busi- 
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proposed equity offering, he was rudely" 
asked why he still had Shearson’s top job. 
His reply was: “If Robinson wants to punch 
my ticket he can." That was a reference to 
Mr James Robinson, chairman of American 
Express, which still owns 61% of Shearson. 
Mr Robinson cannot have been cheered by 
the dismal performance of America’s biggest 
stockbroking firm and Shearson’s main ri- 
val, Merrill Lynch. 

On January 22nd Merrill reported its 
first loss since going public in 1971—largely 
because of a giant $470m pre-tax charge re- 
lated to "restructuring". About $125m of 
that provision is to pay for more than 3,000 
sackings, which should leave Merrill with 
20% fewer employees than the peak of 
nearly 50,000 it reached in late 1987. Merrill 
is now pulling out of retail broking in Can- 
ada, and from part of its securities-clearing 
business. Merrill provided another $160m 
against securities-trading losses, much of 
them, once again, in junk bonds. 

The credit-raters at Moody's piled more 
ignominy on Merrill on January 23rd, 
downgrading its senior debt. Moody's th... 
voiced its deep concerns about the “consid- 
erable overcapacity in the securities industry 
in both the institutional and retail sectors”. 
What Moody's is trying to say is that there 
are still far too many highly-paid people em- 
ployed on Wall Street. And not enough of 
them are dialling the dollars. 





nesses temporarily hit by the trade cycle. 

Still, some British banks are clearly go- 
ing to have to make provisions against 
LBO loans. The two independent Scottish 
banks, the Royal Bank of Scotland and 
the Bank of Scotland, look wounded. The 
Royal Bank, through its merchant-bank- 
ing subsidiary, Charterhouse, organised 
the Lowndes deal and is underwriting half 
of the latest refinancing. The Bank of 
Scotland has long been a big lender of se- 
nior debt to British buy-outs; it holds a 
slab of the £370m of senior debt in Mag- 
net, a supplier of kitchens that is caught 
between the debt burden of a buy-out and 
the slump in house-buying. Bankers 
Trust, which organised the Magnet deal, 
has already written down its loan and eq- 
uity investments. 

Standard Chartered is a lender not 
only to Lowndes and Magnet, but also to 
Isosceles—a shell company which last year 
bought Gateway, a food retailer, with 
£200m of equity and £2.2 billion of debt. 
Standard Chartered was also a big lender | 
to Bricom, the industrial holding com- 
pany sold in 1989 by British & Common- | 
wealth, a financial group. These two deals | 
were among the most highly geared Brit- | 
ish buy-outs. Both have debts that are al- 


most ten times their equity. | 
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rica’s stock and bond markets to heady levels 


OTHING seems to enliven a stock- 
market more than the prospect of 










tern Europe sent the West 
rockmarket, whose companies 
ed to be the beneficiaries of 
hange, into fits of desire and up a 

since October. The subsequent 
cal unrest in Russia has barely 
trimmed West German share prices. By 
:the same measure, the prospect that apart- 
— heid might end peacefully has sent South 

African shares up by 3596 since the world- 

wide mini-crash last October. In 1989 the 

Johannesburg stockmarket delivered a to- 
- tal return of 60% to dollar investors. 
pu : ‘Politics is not the only reason. A 12% 

rise in the gold price since the beginning 

OC October has given South African 
shares an added boost. Gold shares ac- 
count for around one-third of the stock- 
market’s capitalisation. South Africa’s 
currency has also stiffened. 

If the gold price runs to past form, it 
should remain strong for at least another 
year and so underpin the stockmarket. 
Gold fans point out that every bull market 
in gold has seen the price rise by 55-60% 
(measured from trough to peak), Further- 
more, every bull market in gold, with the 
exception of the rally from June 1982 to 
February 1983 (which took the gold price 
from $295 an ounce to $508), has lasted at 
least two years. 

_ Arrant alchemy, say some cynics. Yet 
there are two further reasons why history 
might repeat itself. The first is that some 
of the newer goldmines in America and 
Australia have sold virtually all their pro- 
duction forward (at low prices) to pay for 
the mines’ development. A lot of these 
mines were optimistic and are not now 
producing gold in the volumes they ex- 
pected, To fulfill their contracts they are 
having to buy gold from the market; there 
is an increasing risk of default. The second 
^ argument is that gold usually does well 
when the financial world starts to lose 
confidence in paper investments and poli- 
ticians. The present nervousness of the 
world’s stock- and bond markets, the evi- 
dent ricketiness of America’s banking sys- 
tem, and the unrest in the Soviet Union 
i 
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provide classic props for the price of gold. 
The optimism about political change 

in South Africa is about to be tested. Pres- 
ident F.W. de Klerk is due to outline his 
plans at the state opening of parliament 
on February 2nd. International investors 
expect that he will announce that the Af- 
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political reform. The collapse of commu- - 


n A risin old price and the promise of political reforms have driven 
E South rising gs j d j 
| 





rican National Congress (ANC), the main 


black opposition group, will no longer be 


a banned organisation. Mr Nelson - 
Mandela, the ANC's figurehead, could . 
then be released from prison, where he ..... 
i -shares is | booming—on se 
"year. the - Jo nant | 
E traded R200m-worth of 


has spent the past quarter century. That 
might lead to talks about power-sharing. 


.. KÓ Mr de Klerk disappoints foreign in- - 
vestors, the stockmarket will not | be the 





only financial market to suffer. The recov- 


ery in the stockmarket and the buoyant 
performance of South African govern- 
ment bonds, where yields have fallen from 


around 17.5% last July to 15.3% today, 


have lured in foreigners. They put around 
R2 billion ($600m) into the bond market 
last year. This infusion of cash has helped 
narrow the discount between the financial 
rand (the exchange rate at which foreign- 
ers buy and sell South African assets) and 
the commercial rand (the exchange rate 
used for most other international transac- 
tions). The financial rate is lower than the 
commercial rate to encourage foreigners 
to invest and not to sell. Interest and divi- 
dends are paid at the commercial rate. 

A tush out of South African shares 
would put the financial rand under pres- 
sure. This, in turn, might prompt foreign- 
ers who bought South African govern- 
ment bonds in July to cash in their gains. 
These investors bought the bonds for 


| | 1985, the country has. attracted hardly anv 


| and principal payments on its forei 
— debts, South 
fun a trade surplu E 
<omeant keeping domestic demand on 
“short leash. Real. growth. last year wa 
| around 196. s 





|a same agai —cor npare 
-free to change hands. While t 

.— York Stock Exchange has ar 

. over roughly equal to its thar 
tion, annual turnover in | 
shares is only about 25% of de market 
~ $120 billion capitalisation. | 






their sks yie ld d(over 25 25% in dollar te 
are now enjoying a rand capital ga 
around 10% and a 10% currency gain. 

The less attractive South Africa be 
comes to foreign investors, the bleaker it: 
economic prospects. Since it froze repay 
ments on its short-term bank debts in. 
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This is low, largely because South Afri- 
can mining finance and trading houses, | 
such as Anglo American, own so many | 
shares in other companies. These shares. | 
are undervalued in the owners’ balance f 
sheets, making them unwilling to sell | 
them and thus incur a hefty bill for capi - 
tal-gains tax. But capital-gains tax looks — 
likely to be abolished in the March bud- 
get. In the short run, abolishing the tax on 
shares that have been held for, say, more} 
than five years should release more shares | 
on to the market, since the mining-f- 
nance houses might rush to sell. In the | 
long run the change should improve the «| 
stockmarket's liquidity. E 

Last year the main foreign buyers df t. 
South African shares were continental || 
European investors. If Mr de Klerk says: | 
what the British and Americans want to || 
hear, they may also plunge into the mar- 
ket. They might do better by buying in- — 
dustrial companies rather than their tradi- 
tional investments, gold mines. 

Compared with other stockmarkets; 
shares in South African industrial compa- 
nies still look cheap. The stockmarket as 
whole trades on a prospective price-to- 
earnings (p/e) ratio of nine times brokers' 
forecasts of this year's earnings. Industrial 
companies, such as South African Brewer: 
ies, are even cheaper, at five times pr 
spective earnings. The average p/e ratio 
for the world's stockmarkets (excluding 
Japan, where the p/e ratio is 50) is around 
14. If South Africa becomes less of an in 
ternational pariah, its economy and trade 
should take off as it once again become 
eligible for foreign credit. Industrial « com- 
panies have most to gain. 9 
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America's thrift fiasco, part 20 


Putting Resolution to the test 


NEW YORK 





Buster than ever 


RYING times lie ahead for the Resolu- 

tion Trust Corporation (RTC), the gov- 
ernment agency attempting to conduct the 
biggest property sale in American history. 
Set up last August by the savings and loan 
(thrift) bail-out legislation, the RTC has the 
awesome task of disposing of some $400 bil- 
lion of insolvent thrifts’ assets. 

The RTC has grown fast. Already, it has 
in its charge some 290 thrifts, with assets of 
around $120 billion. This month it put an 
initial 30,000 properties up for sale, with 
many thousands more to come. The RTC 
could end up running some 700 thrifts with 
around $180 billion-worth of property and 
$120 billion-worth of loans and securities. 
Mr Bert Ely, a thrift-industry consultant, 
reckons that the RTC might have to sell as 
many as 300,000 properties before its mis- 
sion is accomplished. 

If this is not a big enough job, the RTC is 
now bogged down in a row over money. Mr 
William Seidman, chairman of both the 
Federal Deposit Insurance Corporation 
(FDIC, the banks’ deposit insurer) and the 
RTC, appeared before the House of Repre- 
sentatives’ banking committee on January 
24th to argue that the RTC needs around $80 
billion more in “working capital’’ above the 
$50 billion authorised in last year’s legisla- 
tion. Mr Seidman says that the RTC needs 
the extra cash to pay off depositors before 
the assets of bust thrifts are sold. 

Of that $50 billion, the trust corpora- 
tion has already committed nearly $30 bil- 
lion—$20 billion coming direct from the 
Treasury and $10 billion raised by Refcorp, 
an off-budget agency specially created by last 


72 


year’s law. About $12 billion has been lent 
to sick thrifts, a cheaper way for them to get 
money than through offering above-market 
interest rates to the public. The other $20 
billion will be raised by Refcorp during the 
next three years, according to a fixed timeta- 
ble laid down by statute. 

It was as part of this funding plan that 
Refcorp sold at auction $5 billion-worth of 
40-year bonds on January 23rd. They were 
the first bonds of such a maturity to be sold 
by the federal government since the 1950s, 
and they promptly flopped (costing the 
agency an extra $200m during the bonds' 
life). Wall Street is meant to think that 
Refcorp issues are almost as sound as Trea- 
sury bonds, since the principal has the im- 
plicit backing of the United States govern- 
ment. Even so, the yield premium of these 
40-year Refcorp bonds over near-equivalent 
Treasuries, at 27 basis points (hundredths of 
196), was not enough. The bonds fell at their 
launch (an ill omen for the next auction of 
Treasury bonds which sent those down- 
wards in turn and sent the stockmarket tum- 
bling after them). 

Mr Seidman's problem is that Congress 
says that any further funding for the RTC 
should come directly from the Treasury, not 
from more off-budget hanky-panky of the 
Refcorp sort. The Treasury dislikes this, 
since it does not want to boost the budget 
deficit. Hence gridlock. 

Fresh money notwithstanding, how the 
RTC now goes about disposing of all its prop- 
erties will have an impact on America's 
property markets for years to come. The 
RTC Oversight Board's strategic plan has 


been welcomed by those who worry that the 
RTC will hold property off the market for 
fear of being accused of dumping and de- 
pressing prices in already hard-hit property 
markets, such as Texas (which boasts more 
than half the 30,000 listed properties). In its 
strategic plan, the Oversight Board says the 
goal should be to sell assets as quickly as pos- 
sible. It argues that any delay would only de- 
press property markets for years to come, 
and so increase the eventual loss to the 
taxpayer. 

The Oversight Board is also sensibly 
against the trust corporation financing sales 
on overgenerous terms to buyers happy to 
take a lot of risk with other people's money 
but little with their own. The strategic plan 
says the RTC will only finance a sale on these 
conditions: loans are sold as much as possi- 
ble; buyers invest equity worth at least 2596 
of the purchase price; and the RTC gets first 
claim on the collateral. 

These are tough terms. The snag is that 
the RTC is restrained by its legislative man- 
date from the best way of discharging ' 
enormous mission. That would be to sell 
properties wholesale at well-publicised auc- 
tions, with realistically low reserve prices. In- 
stead, last year's thrift bail-out law states 
that properties in "depressed" areas must 
be sold for 9596 of the "appraised market 
value”. As virtually all the properties are in 
such depressed areas, this may preclude a 
quick sale. 

Such an outcome would please those 
bankers who have been fretting about how 
wholesale dumping might hurt their own 
creaking property-loan portfolios. Doubt- 
less they hope that the federal government 
will end up dealing with the oversupply ei- 
ther by warehousing all those unwanted 
properties—or, better still, simply by bull- 
dozing them. 





Bank of New England 
Mighty falling 


NEW YORK 


OSTON'S Bank of New England, 
America's 15th largest bank and the 
darling of Wall Street analysts a year ago, is 
on the brink of a liquidity crisis. Worried 
federal regulators are expected to issue a 
cease and desist order, which would impose 
operating controls on the bank. The bank, 
which had already shocked investors in De- 
cember when it rescinded a dividend de- 
clared just three weeks previously, delivered 
another blow on January 19th. It an- 
nounced a fourth quarter loss of $1.2 bil- 
lion. Bank of New England’s share price, 
which rode at $23 last September, slumped 
to $3. Investors have piled out of its subordi- 
nated notes, which now yield 28%. 
The Massachusetts economic miracle— 
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so much lauded when Governor Michael 

is was running for president—has 
gone fearfully sour, and the bank has its 
stage’s problems writ gruesome. It has a mess 
of non-performing loans—mostly in prop- 
erty, which has slumped in north-eastern 
states since last autumn. These non-per- 
formers now stand at $2.25 billion, or 996 of 
the bank's total loans of $25.3 billion. The 
bank's equity base has been cut to a sliver. 
At the end of 1989 Bank of New England 
had just $500m, or a scanty 1.6596 of its to- 
tal assets. 

Although the bank still has a little capi- 
tal left, its liquidity is so squeezed that some 
investors and regulators fear it could be run- 
ning out of funds. Money bought on the in- 
terbank market (most of it not covered by 
federal deposit insurance) amounted to $9.5 


Stock indexation in Japan 
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billion on September 30th (the last date 
available). That was 32% of its total liabil- 
ities, and some $6 billion is due for rolling- 
over before the end of March. That explains 
why Bank of New England on January 19th 
announced a proposal to raise a hoped-for 
$6 billion by selling various commercial and 
consumer loans. Even if it is successful, the 
bank will be left with fewer performing as- 
sets—but the same overhead costs associ- 
ated with its network of 468 retail branches. 

It will not be easy to raise $6 billion of 
retail funds in a hurry, especially when news- 
paper headlines are bound to be causing the 
withdrawal of some retail deposits. Citicorp 
has been tipped as a possible outside res- 
cuer, but none has appeared yet. After the 
disastrous experience of Chemical Bank and 
First Interstate in Texas, top banks may feel 
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FFICIALS at the Tokyo Stock Ex- 

change (TSE) are more than usually 
concerned about the abruptness of the re- 
cent tumbles of the Nikkei stock average. 
Earlier this month, the exchange's most 
widely-reported measure fell a chilling 596 in 
three days as investors rushed to sell off 
stocks in response to bad tidings from home 
and abroad. On January 24th, the index fell 
a further 296. Though there were worries 
aplenty about interest rates and Mikhail 
Gorbachev, the authorities blame the vio- 
lence of the stockmarket's moves on the 
rapid growth in the past six months of com- 
puterised trading and new-fangled fund- 
management methods. A crackdown on in- 
dex-linked trading now appears likely. 

Japanese stockbrokers ^ themselves 
mourn for the old days when they could 
manage the Tokyo stockmarket as they saw 

—which was mainly by picking a seasonal 
.1eme" (eg, the Tokyo bayside develop- 
ment, or large-capitalisation companies, say) 
and then highlighting a weekly bunch of 
stocks to ramp for their favourite clients. 
Those days are all but gone. For the past 
year, the Ministry of Finance’s unwritten 
“30% rule" has restricted the volume of any 
stock that a brokerage may trade during the 
month. That has made it harder for Ja- 
pan’s big brokerage houses to domi- 
nate the TSE in the old way. 

In the process, foreign securities 
firms have been able to get their feet 
through Tokyo's door. With them 
have come western ways of selling 
securities. Excluded from Japan's 
nod-and-a-wink circle, the foreigners 
have won clients mainly by offering 
high-quality research. Some of the big 
Wall Street firms have also brought along 
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their fancy program-trading methods for ar- 
bitraging between the stock and futures 
markets. With evidence to prove it, macho 
American investment banks have boasted 
about their computers’ ability to move the 
market. 

That, say Japanese brokers, is the cause 
of Tokyo's recent ups and downs. Maybe. 
But officials have begun pointing an equally 
accusing finger at the locals’ own scramble 
in the past six months to launch index- 
linked funds. After the Nikkei's recent tum- 
ble, Mr Minoru Nagaoka, the TsE’s presi- 
dent, said that the time had come for index- 
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wary of making hard offers for any whole 
fank undi a federal teurer fab REND 
Experience suggests that is when to cut the 
best deals with the Federal Deposit Insur- 
ance Corporation, which itself is not flush | 
with cash. 4 
Bank of New England's fall from grace 
has surprised many—including insiders. S SA 
curities and Exchange Commission filing 
show that seven officers and directors of he 
Bank of New England bought shares in the _ 
company in 1989. Mr Richard Driscoll, the — 
vice chairman, and Mr David Payne, the 
chief financial officer, both bought shares as 
recently as October. Perhaps those share- 
touting Wall Street analysts of a year ago c c 
have one excuse. The bank appears to have 
been so badly managed that even its mar age 
ers did not understand what was going on. _ 


linked trading to be brought under th E 
exchange's scrutiny. The next day, the Min- 
istry of Finance announced that it was going. 
to review the whole gamut of computerised 
trading methods introduced over the past _ 
18 months. 

Civil servants especially dislike the way 
thin markets can be manipulated amid com- 
puter-directed buying and selling. Trading 
volumes during the recent slide were only - 

shares—about a third of the ! 
trading on a more normal day. The main. 
problem, though, lies with the Nikkei index 
itself. Computed daily by Japan's leading fi- * 
nancial newspaper, Nihon Keizai Shimbun, _ 
the Nikkei is an average price of 225 stocks 
drawn from the 1,164 listed on the first sec- _ 
tion of the TSE. Whilst Topix (the Tokyo - 
Stock Price Index) is a weighted average of - 
all shares on the TsE's first section, the - 
Nikkei is 2d na therefore more 
o to manipulation. Buying or selling 
blockad shares in jus a fon aid ual 
the Nikkei sample can move the index 
disproportionately. i 

The Nikkei could be in for a good deal 
more yo-yoing, thanks to the growing fad for — 
hitching portfolios to the index. That has - 
taken off, partly because many of Japan's - 
traditional money managers have long 
embarrassingly underperformed the me 
despite all their hunches, inside tips 1 
other share-picking wheezes. ^ 

As the Nikkei has soared, many active 
d managers have managed returns of, 
typically, 7-1096 a year, whilst the Nikkei 
has soared by an annual 20-3096. Since 
catching on properly last summer, in- 
dexing has spread like wildfire. By 

November, index-linked trust funds 

accounted for 7% of the total value of 

Japanese trust funds. Given the en- 
thusiasm for indexation, that propor- - 
tion looks like being 15-20% within a- 
year. If exchange officials are uneasy — 
now, how will they feel then? 
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Bank of Credit and Commerce International 


How BCCI grew and grew 


WASHINGTON, DC, TAMPA AND LONDON 


Last week the American government agreed to drop drug-money launder- 


ing charges against the holding company, b 
Credit and Commerce International—in return for guilty 


in Luxem out of Bank of 
leas by two of its 


subsidiaries. That may not be the end of the bank's troubles 


LTHOUGH the bank is now out of the 
courts, the case continues against six 
employees of Bank of Credit and Commerce 
International (Bcci). The bank has agreed 
to co-operate with the investigation and for- 
feit $14.8m in an escrow account in return 
for which Bcci—the fifth largest privately- 
owned bank in the world, and the biggest 
without a clear lender of last resort—will be 
allowed to continue to operate in America. 
Prosecutors have agreed to drop many crim- 
inal charges against the bank and one of its 
subsidiaries, and have said they will not pur- 
sue the bank for further penalties. 

The BCCI affair began in October 1988, 
when the parent, two of its subsidiaries and 
nine current or former employees 
were indicted in Tampa, Florida on 
federal charges of laundering $14m in 
drug money. It was the first time that 
a major international bank had been 
charged in America with criminal of- 
fences for knowingly laundering drug 
money. BCCI and the individual de- 
fendants denied the charges. 

BCCI's name has surfaced repeat- 
edly in drug cases—although without 
proof that the bank was ever know- 
ingly involved in money-laundering. 
There have been inquiries into the 
bank in several countries, in connec- 
tion with drug money or other possi- 
ble improprieties. Countries where 
investigations have been launched, 
according to law-enforcement 
sources, include Bermuda, Brazil, 
Canada, the Cayman Islands, Cy- 
prus, France, Luxembourg, Nigeria 
and Singapore. At various times, 
acct has also run into problems with 
banking regulators in Britain and 
America. In six developing countries, it has 
been accused of exchange-control viola- 
tions; it has been found guilty in three of 
them. 
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Whence it came 


acct has grown rapidly, from humble begin- 
nings. Total assets soared from just $200m 
in 1973 to $2.2 billion in 1977. By the end of 
1988 assets totalled more than $20 billion. 
The network of offices grew from 19 
branches in five countries in 1973 to 146 in 
32 countries in 1977, and 417 in 73 coun- 
tries now. 

The man behind BCCI is Mr Agha 
Hasan Abedi, born 66 years ago in India as 
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A private bank 


the son of a wealthy landowner. From 1959 
to 1972, Mr Abedi was president of United 
Bank Limited, one of Pakistan’s leading 
banks. When the country’s banking indus- 
try was nationalised, Mr Abedi founded 
BCCI in Luxembourg. (The top management 
of the bank, however, is based in London.) 
Mr Abedi assembled a largely Pakistani 
team of bankers around him. Since early 
1988 Mr Abedi has suffered from bad 
health, having had a heart transplant, and 
his longtime deputy, Mr Swaleh Naqvi, is 
now chief executive. 

The initial capital of $2.5m was put up 
mainly by Mr Abedi's powerful Arab 
friends, including Sheikh Zayed Bin Sultan 
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ALNahayan, then and now ruler of Abu 
Dhabi and president of the United Arab 
Emirates. Other investors included mem- 
bers of the ruling families of other Arab 
states, such as Saudi Arabia. Another 
founding shareholder was Bank of America, 
then the largest bank in the world, which 
gave BCCI an instant and valuable credibil- 
ity. (Bank of America pulled out in 1980.) 
Until recently, the biggest single share- 
holder was the Bin Mahfouz family, which 
controls the largest bank in Saudi Arabia, 
National Commercial Bank. According to a 
list of BCCI shareholders dated October 31 
1988, five members of the Bin Mahfouz fam- 
ily collectively owned 20% of Bcc. The list 














conflicts with reports from other sources. 
According to one published report, the Bin 
Mahfouz family sold its shares shortly before 
the indictment of the bank in early October 
1988. A source at BCCI told The Economist 
that he understood that the family pulled 
out shortly after the indictment. Yet this 
January 22nd the bank announced that the 
family was in the process of selling its stake 
in the bank. 


Where it went 


The bank says that its rapid growth is attrib- 
utable to trade financing and retail banking. 
Probably the most important source of 
growth is international private banking— 
which, in this case, is essentially the business 
of taking deposits from rich individuals liv- 
ing in the third world. It can be highly prof- 
itable, partly because many third-world de- 
positors are so happy to have a foreign nest- 
egg—in a hard currency—that they worry 
little about the yield. Protection of capital 
rather than a search for high income is a 
common trait of private banks. 

One controversial aspect of the priva 
banking business concerns foreign-ex- 
change controls. Most third-world 
countries have strict currency con- 
trols, which means that many private- 
banking customers break the law 
when they accumulate money in for- 
eign accounts. Most big banks are 
happy to accept deposits from cus- 
tomers who smuggled the money 
abroad. But not often are the employ- 
ees of such banks accused of violating 
exchange controls, 

In six developing countries, BCC! 
or its officials have been thus accused: 
in Mauritius in 1983, Sudan in 1985, 
India in 1986, Kenya in 1987, and 
both Colombia and Brazil in 1989. 
The bank was found guilty in India, 
Mauritius and Colombia. In the Co- 
lombia case, BCCI was found guilty of 
a series of currency and adminis- 
trative irregularities and fined 4. 
pesos (about $11,000). In the Bra_ 
ian case, the president of BCCI's sub- 
sidiary in that country was stopped by 
police at Sao Paulo airport and ac- 
cused of trying to smuggle $150,000 worth 
of travellers’ cheques to Paraguay; those 
charges have now been dropped. 

|t is not only in the third world that 
BCCI has run up against the authorities. 
Worried about the speed at which BCCI was 
growing, the Bank of England ordered it in 
1978 to freeze its number of British 
branches at 45. BCCI also crossed swords 
with regulators in the United States. 

In late 1977 and early 1978 a group of 
Bank of Credit and Commerce Interna- 
tional clients bought a large block of stock 
in Financial General Bankshares, a bank 
holding company headquartered in Wash- 
ington, DC. Under American securities law, 
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Ex-President Jimmy 


anyone who buys 5% of the stock of a public 
company must file a disclosure form with 
the Securities and Exchange Commission 
(sec). In what appeared to be an attempt to 
circumvent the rule, each investor bought 
slightly less than 5% of the company’s stock. 
When the purchases were discovered, the 
SEC filed suit. The 11 defendants included 
Mr Abedi, BCCI and four BCCI clients. The 
legal charges were dropped when the defen- 
dants agreed to an SEC consent decree. One 
provision of the settlement was that the 
BCCI clierits make a tender offer to all Finan- 
cial General shareholders. 

The takeover was delayed by lawsuits 
and by opposition from bank regulators. 
When completed in 1982, the acquisition 
was arranged in such a way that Financial 
General (renamed First American 
Bankshares shortly after the takeover) 
would be insulated from BCCI. Federal Re- 
serve documents suggest that American 
bank regulators believed BCCI was inade- 
quately regulated. In a letter to the Fed, the 
Office of the Comptroller of the Currency 
noted that “Bcc! is not subject to regulation 
and supervision on a consolidated basis by a 
single bank-supervisory authority.” 

A sort of “blue ribbon" panel of promi- 
nent Americans was installed as First Amer- 
ican Bankshares’ board of directors. The 
chairman, Mr Clark Clifford, is one of the 
most politically powerful lawyers in Wash- 
ington. Mr Clifford also does legal work for 
BCCI. 


How to win friends 


One of the most controversial aspects of the 
Bankshares deal was the involvement of Mr 
Bert Lance. A close friend of President 
Jimmy Carter, he had been appointed Mr 
Carter's budget director. He resigned in 
September 1977, because of a financial scan- 
dal involving alleged improprieties at two 
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banks he had xa in Oeonga Soon after, 


Mr Lance was hired by Mr Abedi as a con- 
sultant to BCCI. Mr Lance was in severe fi- 
nancial straits, and Mr Abedi helped Mr 
Lance to sell some of his Georgia bank stock 
to a BCCI client, and arranged for the repay- 
ment of a $3.4m loan that Mr Lance had re- 
ceived from an American bank. 

Mr Abedi and Mr Carter have since be- 
come close friends. Mr Abedi has chan- 
nelled large sums of money into Carter 
projects, including the Carter Presidential 
Centre in Atlanta and a Carter-backed 
charity called Global 2000. The Pakistani 
banker and the former American president 
have travelled together to a number of third- 
world countries. 

The United States is but one of many 
countries where BCCI has acquired promi- 
nent political friends. In several countries 
where Mr Abedi has forged political connec- 
tions, the bank has received valuable con- 
cessions. In Zimbabwe, it was the first for- 
eign bank allowed into the country after 
independence in 1980. In China, it was one 
of the first foreign banks permitted to open 
a branch in Shenzhen, a special economic 
zone bordering on Hongkong. 

In other developing countries BCCI has 
shown its good connections. The United 
Arab Emirates (UAE) is one of the most 
heavily banked countries in the world. 
When, in 1982, the government reacted by 
ruling that each foreign bank could have no 
more than eight branches, BCC! created a 
new local bank—Bank of Credit and Com- 
merce (Emirates)—to acquire its excess local 
branches. Among its shareholders are the 
state-owned Abu Dhabi Investment Au- 
thority and members of the ruling families 
of the UAE. 

One part of the world where BCCI has 
excellent political connections—and a large 
presence—is black Africa. The bank's po- 
litical ties are particularly strong in Nigeria, 
but, though it has done well there in the 
past, it has recently run into financial 
trouble. 

While other banks have withdrawn 
from Nigeria in recent years, BCCI's 40%- 
owned Nigerian unit has expanded. At the 
end of 1988, scci had 41 branches in Nige- 
ria, up from 33 a year earlier. Total assets 
were $481m. In recent years, the Nigerian 
subsidiary has ranked as one of the most 
profitable units in the BCCI group, at least at 
the operating level. But in 1988 provisions 
for bad sovereign debts to Nigeria, where it 
had over $200m out in loans, helped to push 
the whole group into a pre-tax loss of $49m 
for the year. Shareholders then had to put 
up another $100m to bolster the bank's eq- 
uity base. 


Drug money 

Of all the allegations against BCCI, none is 
more serious than the charge that the bank 
has been involved with drug money. The 
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Tampa case was just the latest in a numl 
of allegations. 

In early 1988, two convicted drug-traf- 
fickers testified at American Senate hear- 
ings that they had dealt with BCCI in Pan- 
ama. One of the traffickers, Leigh Bruce 
Ritch, said he had been referred to BCCI by 
Cesar Rodriguez, a close associate of the for- 
mer Panamanian dictator General Manuel 
Noriega. 

More details about the bank’s activities 
in Panama emerged in late 1988. Mr Amjad 
Awan, who served as BCCI's country man- 
ager for Panama from 1981 to 1984, testified 
secretly in September 1988 before a Senate 
subcommittee, chaired by Mr John Kerry, a 
Massachusetts Democrat. According to Mr 
Awan, General Noriega opened an account 
at BCC! in 1982 and passed millions of dol- 
lars through it. Mr Awan was asked about 
drug money at several points during his tes- 
timony to the Senate, and he said he never 
knowingly accepted deposits of drug monev 
or laundered drug money—for Gen 
Noriega or anyone else. Soon after his tesu- 
mony, Mr Awan was indicted by federal 
prosecutors. 

Doubts remain about the worth of the 
bargain that American prosecutors have 
now struck. They are hoping Bcc! will co- 
operate in prosecuting those allegedly in- 
volved in cocaine-trafhcking and money 
laundering. However, there have been wor- 
ries that General Noriega’s past links to 
American intelligence services will be aired 
if he is dragged into the case. That may hap- 
pen anyway. General Noriega, who has lan- 
guished in a Miami jail since he surrendered 
to American troops on January 3rd, faces 
separate drug indictments in Tampa and 
Miami. He is accused of shielding drug-traf- 
fickers, laundering drug money and taking 
$4.6m in bribes. 


ti 
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HE world’s largest scientifc instru- 
ment, the Superconducting Super 
Collider (ssc), is still at least eight years 
away from accelerating its first particles. Its 
costs, though, are already rising. Last year, it 
was thought that it could be delivered as ad- 
vertised for $5.9 billion. Now the project 
staff and outside advisers think the cost will 
be $7 billion. Last year the project received 
"75m, $125m of which was for starting 
struction work. This year President Bush 
will probably ask Congress for around 
$380m to move the project along. What is it 
about the machine that makes America's 
physicists so keen on it, at such a price? 
Accelerators like the ssc pour energy 
into protons before colliding them with one 
another. The energy is then released as ex- 
otic new particles, for the delectation of 
physicists at the ringside. Theories of what 
matter is and how it works are based on ex- 
periments performed with such machines. 
The ssc's claim to fame, and the reason for 
its costly size—it will be housed in an 86km- 
long loop of tunnel under farmland south of 
Dallas—is that it will bang particles together 
more energetically than any other such ma- 
chine, and so perhaps make new discoveries. 
Today's most powerful accelerator is the 
Tevatron, at Fermilab, outside Chicago (so- 
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called because its protons are accelerated to 
an energy of 1 Tev—a trillion electron 
volts). The beams of protons in the ssc will 
be 20 times more energetic; making magnets 
capable of controlling the beams at such en- 
ergies is driving up its cost. The tube along 
which the particles will travel will have to be 
wider than originally thought, which means 
that the superconducting magnets around it 
will need to be bigger. The magnets are 
likely to be shorter and more numerous. 
And the machine that injects the protons 
into the SsC's main ring will have to be more 
powerful. Without all these upgrades, an 
ssc might well be built at the old price of 
$5.9 billion. But its beam energy would end 
up nearer 15 Tev. That is not considered 
enough. 

By smashing two 20 Tev beams of pro- 
tons into each other one might expect to 
produce particles with energies up to 40 
TeV. In fact, a lot of energy is lost in proton 
collisions, so two 20 Tev beams will reliably 
produce plentiful supplies of particles with 
energies of up to | TeV or so. At present, it is 
hard to produce particles at more than a 
tenth of that energy; so even a scaled-back 
SSC could open up a new range of energies. 

There is a reason for wanting the range 
that 20 Tev beams can provide. Physicists 


believe that at such energies lurk Higgs par- 
ticles. The very thought of the Higgs, which 
is believed to explain how particles come to 
have mass, gets physicists excited. It is most 
unlikely that it has an energy of more than 1 
TeV, so a 20 Tev machine is almost sure to 
find it. If it is rare, then it will be easier to 
spot at high beam-energies. lt may turn out 
to be available at low energies; but if it lives 
at the top end of the possible range then the 
full 20 Tev will be needed. Imagine the op- 
probrium the physicists would attract if they 
went for a lesser machine and got just a hint 
of the longed-for Higgs. 

There may be parochial reasons for a 
full 20 Tev machine. European plans are 
afoot for a big machine. At present Euro- 
pean particle physics is dominated by the 
Large Electron Positron (LEP) machine, at 
CERN, the international laboratory outside 
Geneva. Unlike the ssc, the Tevatron, and 
the SPS, CERN's other big machine, LEP accel- 
erates electrons, not protons. It is hard to 
make the electrons turn corners, so LEP has 
to be large—a 27km loop. However, even 
though its beams are only one-twentieth as 
powerful, it can produce the highest-energy 
particles yet seen in the Tevatron, since elec- 
tron collisions waste no energy. LEP has pro- 
duced exciting results, and more can be ex- 
pected; what can CERN do for an encore? 

Fairly soon, the laboratory is likely to 
start work on its Large Hadron Collider 
(LHC), thus providing new employment to 
its accelerator builders, who have the best 
record in the world. The LHC would sit in 
the same tunnel as LEP, but would accelerate 
protons, which are heavier than electrons, 
and thus reach higher energies. By using 
superconducting magnets more powerful 
than the ssc's to keep the proton beams 
corralled in their ring, CERN hopes to have 8 
TeV beams. It also hopes to make its beams 
particularly "bright"—that is, to pack the 


We invite applications for the 1990 Richard Case- 
ment internship. lt is for a young (under 24) 
would-be journalist to spend three months in the 
summer on the newspaper, writing about science 
and technology. Our aim is more to discover writ- 
ing talent in a science student than scientific apti- 
tude in a budding journalist. Applicants should 
| write a letter introducing themselves (and indicat- 
ing how they can be reached by post and by tele- 
phone), along with an article of about 600 words 
which they think could appear in the Science and 
Technology section. They should be prepared, if re- 
quested, to come for an interview in London or 
New York in late March. Applications must reach 
us by March 10th and should be addressed to: The 
business affairs editor (re Casement internship), 
The Economist, 25 St James's Street, London 
SWIA 1HG. 





77 


SCIENCE AND TECHNOLOGY 


protons in its beams more densely than 
those in the ssc. Brighter beams provide 
more collisions—which means more phys- 
ics. In some situations more collisions at 
lower energy can provide much the same re- 
sult as fewer collisions at higher energy. The 
countries that pay for CERN have not yet ap- 
proved the project but they seem favourably 
disposed to it. 

So the spectre of CERN hangs over the 
ssc. The ssc will need to be far superior to 
anything else in its field if it is to reassert 
American scientific supremacy. And the last 
decade has not been a good one for those 
Americans, some of them congressmen, 
who treat particle physics as a matter for pa- 
triotism. The Tevatron, now working well, 
was delayed by numerous minor problems, 
as was the Stanford Linear Collider, a 
unique machine that fires electrons in a 
straight line rather than twirling them in cir- 
cles like LEP. (It thus produces the same ener- 
gies in a much smaller machine, though with 
a considerably dimmer beam, and thus far 
fewer collisions.) Brookhaven National Lab- 
oratory's Isabelle, a planned proton collider, 
was cancelled when the tunnel to house it 
was already built. 

The LHC would not necessarily steal all 
the ssc's glory. It may never get built, it may 
be delayed, or it may be unluckv and find 
nothing exciting. But if it found the Higgs 
and provided firm data about its behaviour, 
the ssc would become a shot in the dark. It 
is even possible that the Higgs could be 
found at LEP, or that LEP or some bright 
theorist could change the ideas on which 
predictions about the Higgs are based. The 
danger of being superseded has driven the 
ssc’s planners to go for broke, and design a 
machine which—by dint of sheer brawn— 
will be unparalleled when it finally arrives. 

There are other problems for the ssc. 
Nobody has ever tried to set up such a huge 
laboratory from scratch—CERN has taken 40 
years to grow to such a size that it can think 
of building the LHC. It will need thousands 
of physicists that other industries—and 
other parts of physics—will also want, at a 
time when the allure that particle physics 
has held for the brightest students may be 
tempered by the dissatisfactions of working 
in a team of hundreds on an experiment 
that takes years. And it is in a part of the 
country that some physicists tend to think 
less than culturally inspiring—though low 
house prices mean that moving there can be 
profitable. 

The ssc will be the last word in proton 
colliders; nobody can conceive of a bigger 
one. But that does not make it the unavoid- 
able next step in particle physics—and cer- 
tainly not necessarily the one to take after 
the LHC. A large linear electron collider 
would also be possible. Nobody has ever 
built such a thing from scratch, but there is 
unrivalled experience in the technologies in- 
volved at Stanford and at other national lab- 
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oratories. CERN considered such a machine, 
though the existence of the LEP tunnel to 
build in pushed it towards the LHC instead. 

Because there is no waste in electron col- 
lisions, a linear collider a few kilometres 
long might be able to explore the same en- 
ergy range as the ssc. It would need more 
innovation and imagination than the SSC, 
which, for all its technical challenges, is just 
a bigger version of today's machines. And it 
would be a project with a future: the labora- 
tory that housed the first big purpose-built 
linear collider might well house the second 
or third. The ssc laboratory (the name Ron- 
ald Reagan Centre for High-Energy Physics 
has been mooted, thus making the ssc the 
Gippertron) will be dedicated to its one ma- 
chine for its lifetime. However successful, 
one cannot imagine it being radically ex- 
panded. One can, unfortunately, imagine it 
delayed, over-budget and overtaken by 
events. 





Forgotten crops 
Special Q 


KUTZTOWN, PENNSYLVANIA 


T IS even harder for an old crop to make a 

comeback than for a forgotten film star. 
Agricultural scientists who are trying to re- 
store ancient foods to the world's diet are 
nonetheless determined to do it. They know 
that it took Americans a century to accept 
the soyabean and Europeans two centuries 
to accept the potato. 

These reminders help sustain the enthu- 
siasm of researchers working on amaranth 
and quinua. In pre-Colombian times both 
plants were basic foods in the New World, 
along with maize and beans. But today's 
farmers are proving just as leery about cul- 
tivating old-fangled crops as their forebears 
were about new-fangled soyabeans and pota- 
toes. The researchers are also spurred on by 
America's National Research Council, 
which notes that people now get most of 
their calories and proteins from a mere 20 
species, a dangerously small larder from 
which to feed a planet. 

Quinua grows best high up in temperate 
climates. Like wild rice, it is sold mainly in 
health and speciality food shops in Western 
Europe and North America. Production of 
quinua has recently increased in Ecuador, 
Peru, Bolivia and Chile but many farmers 
there still see it as a weed. 

Amaranth is just as despised in poor 
countries. In Zimbabwe it is contemptuously 
called pigweed. It is similar to quinua, but 
more versatile. At the equator it can be 
grown from sea level to 10,000 feet above. 
As a grain crop it does best in semi-arid 
places with warm growing seasons. In such 
lush parts as tropical Nigeria and Benin am- 
aranth is grown not for its grain but for its 


leaves, which have a taste somewhere be- 
tween spinach and artichoke. 

Agricultural scientists at the Rodale Re- 
search Centre at Kutztown, Pennsylvania, 
who have provided amaranth seeds and 
technical help to researchers in Peru, 
Guatamala, Mexico, Thailand, China and 
Kenya, are confident that the plant can fight 
malnutrition in drought-ridden places. The 
15-1696 protein content of amaranth com- 
pares well with conventional varieties of 
wheat (12-1496), rice (7-1096) and maize (9- 
1096). Amaranth protein is twice as rich in 
lysine (a useful amino acid) as wheat protein 
and three times as rich as maize protein. It 
has a higher fibre content than wheat, 
maize, rice or soyabeans. The plant resists 
drought, heat and pests. 

Yet Kenyans remain reluctant to grow 
or consume the grain. They eat a lot of ugali, 
a mixture of water and maize flour that is 
very low in protein. The agricultural faculty 
at Nairobi University has made ugali much 
more nutritious by mixing in three parts 
maize to one part amaranth. Kenyans : * 
unimpressed. Since the blend tastes mu 
the same as ordinary ugali, they see no point 
in switching to a mix that contains an unfa- 
miliar grain. 

Researchers in Nairobi have told their 
counterparts in America that until ama- 
ranth is accepted in the United States it will 
not be accepted in Africa. “Once Kellogg 
uses it as a mix, then there will be no prob- 
lem", was how a prominent agricultural sci- 
entist from the University of Nairobi put it 
on a visit to the Rodale Research Centre. 

American researchers have heeded this 
advice and made it easier to cultivate ama- 
ranth commercially. They have developed 
seeds that produce crops of uniform height. 
The plants also have a sturdier stem and 
stronger roots than they used to, and so do 
not topple over as easily as the original vari- 
eties. Yet the smallness of amaranth seeds 





Amaranth as high a llama's eye 
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remains a problem. It makes them hard to 
handle and to sow. The likely answer is a 
similar coating to the one now used for mar- 
ketegardeners’ lettuce and carrot seeds. 

Yields vary but are still disappointing. 
In a typical location in America farmers 
grow 2,400 Ib of wheat on an acre, 2,000 Ib 
of millet, 1,000 Ib of sunflower but only 400 
lb of amaranth. The high price the grain 
commands in health stores has nonetheless 
made it worth growing. Farmers get 50 cents 
a lb for amaranth (producing a gross income 
of $200 an acre) against ten cents for sun- 
flower ($100), six cents for millet ($120) and 
five cents for wheat ($120). 

The Rodale Research Centre fears that 
the high price of amaranth will entice too 
many American farmers to grow the crop 
and thus glut the market. It urges them to 
plant it on a small scale at first to learn how 
to grow, harvest, dry, transport and perhaps 
even clean the crop. Farmers are also ad- 
vised to find a buyer willing to contract for 
some or all of the crop before they plant. 

In Africa, Asia and Latin America the 
pioblem is persuading farmers to grow the 
stuff. Poor people will not pay extra for a 
health food. Until agricultural scientists can 
develop a grain amaranth that has a higher 
yield, it will remain for them a marginal 
crop, planted reluctantly as a precaution 
against drought. 





Artificial intelligence 


Or maybe not 


CAMBRIDGE, MASSACHUSETTS 


T visionaries of artificial intelligence 
foresee things as fantastic as any writer 
of science fiction. In his recent book, "Mind 
Children", Dr Hans Moravec, who is direc- 
tor of the mobile robot laboratory at Carne- 
gie Mellon University in Pittsburgh, de- 
erribes a future in which computers will 

tch all the mental abilities and quirks of 
people. He thinks this will happen in about 
2030. After that they will overtake their 
hapless creators and run the world. 

Such claims invite plenty of scepticism, 
of which one sort is the philosophical: is the 
evidence that computers can mimic some as- 
pects of thinking really evidence that they 
can think? There are good reasons for be- 
lieving that it is not. In 1980 Dr John Searle, 
a philosopher at the University of Califor- 
nia at Berkeley, published a paper present- 
ing his "Chinese-Room'' argument, which 
sought to prove that the claims of early arti- 
ficial-intelligence (Al) researchers were 
confused. 

Maybe newer schools of Al can escape 
his blows. This month’s issue of Scientific 
American carries a reply on behalf of the 
“connectionists’’—scientists who think 
that the way to make artificial minds is not 
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to write complicated programs 
for ordinary computers but to 
build brain-like machines that 
can program themselves. 

First go back to the Chi- 
nese Room. Dr Searle is not 
out to prove that machines will 
never be able to think. He 
points out that machines are, 
by definition, physical things 
that can perform certain tasks. 
It follows that people are bio- 
logical machines. So since peo- 
ple can think, machines can 
think. 

His quarry is different. 
What he tries to disprove is the 
idea that a machine can think 
merely by running a certain 
computer program—ie, that 
thinking is just computation. Computation 
is the manipulation of symbols according to 
rules in order to produce more symbols: the 
transformation of input into output. Thus a 
simple computer program can produce the 
output "4" when presented with the input 
"2220". 

To make his point, Dr Searle imagines 
himself as a sort of computer: one whose job 
is to take various written questions in Chi- 
nese and replace them with written answers 
in Chinese. He imagines himself in a room 
with a pile of papers bearing Chinese writ- 
ing and a book of rules for replacing various 
Chinese symbols with other Chinese sym- 
bols (eg, "When you see a squiggle-squiggle, 
respond with a squoggle-squoggle.") In or- 
der to follow the rules correctly, he merely 
has to be able to match the patterns in the 
rule book with the patterns on the bits of 
paper. 

The room has two windows. Through 
one of them come bits of paper with Chi- 
nese writing (the input). His job is to pass 
bits of paper from his pile out of the other 
window (the output), according to the rule 
book. If the book has the right rules, then 
the output will be the right answers to the 
questions. He is, in effect, running a pro- 
gram that gives correct answers to Chinese 
questions, yet he himself does not under- 
stand Chinese. The program merely mimics 
the understanding of Chinese. Dr Searle 
thinks that mere programs could not possi- 
bly do anything more. 

ome connectionists think otherwise. 
They believe that a computer with vast num- 
bers of simple processors, each connected to 
many others and performing many com- 
putations simultaneously (ie, in parallel), 
can learn to weaken and strengthen the con- 
nections between processors, and thus in ef- 
fect program itself to think. There is consid- 
erable evidence that the brain, which has 
some ten billion neurons each connected to 
as many 10,000 other neurons, does some of 
its work like this. But in the past few years 
connectionism has lost much of its lustre. 
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Neural networks, as the connectionists' cre- 
ations are known, resolutely refuse to do any 
but the simplest of tasks. Nevertheless, Dr 
Paul Churchland and Dr Patricia 
Churchland, two philosophers at the Uni- 
versity of California at San Diego, think 
that neural networks can show the way out 
of the Chinese Room. 

Their main argument is that neural net- 
works are much more similar to brains than 
traditional computers are, so it is reasonable 
to suppose that once they become sophisti- 
cated enough, they will think. This seems to 
miss the point. If somebody were to build an 
exact replica of a person, it would presum- 
ably be able to think. But the claim that Dr 
Searle disputes is that it would do so merely 
by virtue of running a program, or of having 
a certain computational structure. The 
Churchlands believe that the Chinese 
Room has force only against traditional ma- 
chines that run programs by performing 
computations one at a time, not against 
“massively parallel" machines. They say 
that a massively parallel computer does not 
just manipulate symbols; but it is not clear 
what else they think it does. Dr Searle 
points out that any parallel computation 
can be done on a traditional one-processor 
machine (given enough time): exactly how 
the computer comes up with its answer is 
irrelevant. 

According to Dr Searle, people are dif- 
ferent from computers because the com- 
putations in a brain have different causes 
and different effects from the computations 
in an IBM. It is because of the way people 
interact with the world that the words they 
use have meanings which they can under- 
stand and ponder. To provide more than a 
simulation of intelligence a machine would 
have to do more than give the right answers 
to a few questions. In Dr Searle’s words 

No-one expects to get wet in a pool filled with 
Ping-Pong-ball models of water molecules. So 
why would anyone think a computer model of 
thought processes would actually think? 
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Let my people know 


THE JEWS IN AMERICA: FOUR CENTURIES OF AN UNEASY ENCOUNTER. By Arthur Hertzberg. 


Simon & Schuster; 428 pages; $22.95 


COSMOPOLITANS AND PAROCHIALS: MODERN ORTHODOX JEWS IN AMERICA. By Samuel 
Heilman & Steven Cohen. University of Chicago Press; 248 pages; $12.95 and £10.25 

THE TALMUD: THE STEINSALTZ EDITION: A REFERENCE Guine. By Rabbi Adin Steinsaltz. 
Random House; 323 pages; $40. VoLuMs I, TRACTATE BAVA MetTziA, PART l. Random 


House; 252 pages; $40 


MERICAN Jewry is a feast of paradox. 
Although Jews account for a tiny part 
America's population, less than 396, they 
. ay a huge part in American society, poli- 
tics and culture. Shining exponents of free 
enterprise, they usually vote for left-leaning 
politicians. Their many achievements are 
dimmed by the sense that, present good for- 
tune notwithstanding, history still lies in 
wait for them somewhere down the road. 

The deepest paradox is that these Jews, 
the most physically secure in world history, 
are also among the most spiritually impover- 
ished. Most of them, intellectuals included, 
are profoundly estranged from the tradi- 
tional fabric of Jewish life. The his- 
tory of this extraordinary subculture 
has now been chronicled by Arthur 
Hertzberg, a noted historian and 
leader of American Jews. His book is 
excellent, full of brio, and often chill- 
ing in its analysis. 

America's Jews have been the 
very model of a modern minority. 
Most Jewish immigrants, Mr 

rtzberg notes, were poor, drawn 
uw re to America’s commerce than to 
its constitution. Well-off and better- 
educated Jews, on the other hand, 
preferred to stay in Europe with the 
devils they knew (or thought they 
knew until the Holocaust). Once in 
the Golden Land, Jews poured most 
of their religion and culture into the 
American melting pot, from which 
they cast a new identity of a distinctly 
American sort. 
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Like other minorities before and 0 s 


since, American Jews moved to em- 
power themselves once their footing 
was secure. While the early genera- 
tions of American Jews, Spanish- 
Portugese and German, had often 
spoken out on behalf of Jewish inter- 
ests abroad, it was the children of the 
mass-immigration of East European 


THE ECONOMIST JANUARY 27 1990 


Tu 
Uam Lea e 


JUK > IVA ALS 


Jews at the turn of the century who finally 
moved from entreaty to activism. When 
Franklin Roosevelt, whom Jews had long 
considered their protector, began to pursue 
policies against refugees from Hitler's Eu- 
rope, America’s Jews became fiercely 
politicised; and increasingly in the postwar 
years, moved by anger and guilt, they began 
to turn their vast philanthropic enterprises 
to political ends. 

Above all, they were spurred on by the 
Zionist movement and the state of Israel. 
The role model for American Zionists was 
Louis Brandeis, a legendary Supreme Court 
justice, who, after joining the cause shortly 
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You can read it too 


before World War |, portrayed Zionism in . 


quintessentially American terms: the cre- 
ation of a democratic haven for victims of 
persecution. American Jews still follow his 
lead. Their Zionism has nothing to do with 
cultural renewal, which is what the move- 
ment’s founders intended; instead, it is a 
hand to oppressed Jews, a rebuke to anti- 
semites and an attempt to form ties, from a 
distance, to Jewish history. 

Amid the lobbying, philanthropy and 
coalition-building the traditional mainstays 
of Jewish life—prayer, Torah study and ritu- 
al—have steadily ebbed away. Yet American 
Jews cannot build their future, Mr 
Hertzberg argues, on the small remains of 
ethnic feelings and their fading experiences 
as immigrants. “A community cannot sur- 
vive on what it remembers", he writes; “it 
will persist only because of what it affirms 
and believes.” 

Surprising even themselves, some 1096 
of American Jews persist in traditional prac- 
tice and belief, and their numbers are grow- 
ing. In their well-researched and sensitively 
written study, Samuel Heilman and Steven 
Cohen show that there is much more to or- 
thodox Jews than beards, dogmatism and 
black hats. American orthodox Jews these 
days have probably gone to university; they 
are comfortable in western society, co 
dent, sophisticated, and are making 
their presence felt. (In deference to 
one of them, a newly-elected member, 
the Senate has even decided to curtail 
its Friday evening votes.) Yet this syn- 
thesis comes at a price. Most ortho- 
dox Jews, the authors find, are care- 
less of intellectual or theological 
consistency; while choosing to stay 
faithful to the values of the past, they 
like to have room to manoeuvre in 
the present. 

This year has brought a striking 
instance of Judaism's progress into 
the mainstream: the highly publicised 
issue of a new translation of the Bab- 
ylonian Talmud, the classic scripture 
of rabbinic Judaism, by one of Ameri- 
ca's largest trade publishers. This 
massive undertaking is the work of 
Rabbi Adin Steinsaltz, a puckish Jeru- 
salem scholar with a rare gift for 
gracefully transposing esoteric writ- 
ings into a modern idiom. This laby- 
rinthine compendium of law, theol- 
ogy, exegesis, social comment and 
folklore, slowly compiled over the 
first five centuries after Christ, is not 
for the faint-hearted, but Rabbi 
Steinsaltz gives all the help he can. He 
sees the project as part of his frankly 
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— evangelical program to, as he puts it, “let my 
-~ people know”. He has recently taken advan- 
A tage of glasnost to open a centre for Judaic 
. studies in Moscow; in what may have been 
— . an even greater diplomatic feat, he once 
charmed Jean-Paul Sartre into eating a ko- 
sher meal. 

His work shows little if any trace of the 
probing Talmudic researches undertaken by 
historians, philologists and other well-mean- 
ing heathens over the past century and a 
half. Those academic Jewish scholars re- 
cently marked the death at 94 of Columbia 
University's Salo Baron, the dean of Jewish 
historians in this century. Baron had no 
time for what he called "the lachrymose con- 
ception” of Jewish history, a procession of 
 ascetic martyrs. He thought of it as a many- 
sided civilisation moving through time, a 
— concept that neatly complemented the work 

- of Gershom Scholem, the great scholar of 
Jewish mysticism, whose pioneering re- 
searches vastly broadened the history of Ju- 
daism's inner life. These men and their stu- 
dents have shown the great cultural legacies 
. available to American Jews, should they 
choose to inherit them. 












































. The Soviet Union 


- |n embryo 


.. THE AWAKENING OF THE SOVIET UNION. By 
— Geoffrey Hosking. Heinemann; 175 pages; 
. £13.95. Harvard University Press; $19.95 


HIS short book is the most useful and 

reliable guide to the chaos of the current 
Soviet Union. It is comprehensive, but not 
suffocating. It is reasonably up-to-date (pro- 
viding four lucid pages on the background 
to the Armenian-Azerbaijani conflict), and 
it gives a flavour of what living in the Soviet 
Union is like. All in less than 200 pages. 

There are two sorts of outside observers 
of the Soviet Union: academics who make 
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No more MBAs 


ROM his professor's seat at McGill 
University, in Montreal, Henry 
Mintzberg has railed for years against the 
rise of scientific management and the 
professional manager. He seems to have 
all but lost the battle. In his latest book, 
MINTZBERG ON MANAGEMENT, he con- 
| cludes that management is now so awful 
that it impedes rather than fosters eco- 
nomic development. Indeed, manage- 
ment has made society unmanageable. 

Professional management, so scorned 

| by Mr Mintzberg, got its start towards 
the end of the last century in America 
with Frederick Taylor. Taylor took out 
his watch to study pig-iron workers; his 
wheeze led to time-and-motion manage- 
ment; and ever since it has been all 
downhill. 

Taylor-style management systems put 
people last. Energy, vigour and imagina- 
tion are bled from companies. Much of 
Mr Mintzberg's case is directed against 
North American managers apparently 
obsessed with management by numbers, 
not by people. This obsession produces a 
society of large, bureaucratic beasts (Mr 
Mintzberg politely calls them organisa- 
tions) run by superficial and, sometimes, 
immoral managers. Such monsters drive 
out loyalty. Politics rules instead, sustain- 
ing big companies artificially. As they get 
larger they become more bureaucratic, 
more riddled with politics; and manage- 
ment gets Worse. 

Mr 


Ironically, ^ according to 


Mintzberg, society rushes to keep these 


corporate clods alive while young compa- 
nies, full of creative leadership, are al- 
lowed to perish. Common practices— 
nationalisation, privatisation, regula- 
tion, deregulation—are merely stop- 
gaps. Mr Mintzberg feels that smaller, 
better-run companies must somehow be 
promoted, together with the properly- 
run big-machine bureaucracies which, he 
concedes, are still the essential and efh- 
cient providers of mass-produced goods 
and services. 

For a start, Mr Mintzberg would 
throw out the fashionable gibberish of 
management. Intuition, he believes, is a 
far better way to devise business strategy 
than the baffling array of formal systems 
peddled by management consultants and 
adopted by company planners. Second, 
he would improve management training. 
He himself has given up teaching MBA 
classes, believing that the MBA system is 
the easiest way to make awful managers: 
it creates, he says, an elite stream of men 
selected on purely academic criteria and 
promoted outside the difficult real world 
of making products and serving 
customers. 

Mr Mintzberg is adamant that man- 
agement education should be about actu- 
ally doing the job. He wants entry to 
business schools restricted to people who 
have already proved—to subordinates, 
peers and supervisors—that they can run 
something. 


*Free Press; 418 pages; £19.95 





occasional pilgrimages to the country, doing 
the rounds of important officials and updat- 
ing their notions of what the Kremlin is up 
to, and resident journalists and diplomats 
caught in the turmoil of yesterday's events. 
Geoffrey Hosking, a professor at the 
University of London, is not quite in 
either camp. His grasp of the overall 
picture of the Soviet Union and of its 
history (the rediscovery of which has 
been crucial in forming its present 
condition) is solid and uncluttered. 
Unlike most academics, however, he 
has used his occasional visits as 
opportunities to disappear into the 
woodwork, chatting to his friends in 


their homes and listening to the 


ip. 

He has used this gossip to present 
an unusual view of the country, from 
the bottom up. Instead of discussing 
changes in the Communist party bu- 
reaucracy or in central planning, he 
describes a country of informal clubs, 
such as the new green parties and the 


independent trade unions. And he uses 
these institutions to argue that the Soviet 
Union is "a civil society in embryo" —that 
is, a place in which power and expertise is 
not all concentrated in one place (the par 
but diffused among different groups in tne 
population at large. 

The Soviet Union often looks as if it is 
falling apart. Mikhail Gorbachev has re- 
duced the power of the Communist party 
rather quickly, but built up alternative 
sources of power rather slowly. The result 
has been a vacuum into which pre-Soviet 
sources of power, mainly nationalist groups, 
are rushing in to settle old scores while the 
country drifts aimlessly. 

Mr Hosking sees all that clearly, but he 
points out that the nationalists are not the 
only ones filling the vacuum: the growth of 
the informal clubs means that citizens now 
have forums in which they can thrash out 
conflicting interests without tearing the 
country apart. And the new Supreme Soviet 
provides an elected assembly to which they 
can appeal at the highest level. 
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He argues, too, that these are more than 
mere westernisms grafted artificially on to 
the Soviet body politic. They go back, he 
thinks, to a Russian tradition of improvising 
small democratic institutions at times of na- 
tional crisis: the soviets (councils), for exam- 
ple, improvised in the turbulent early years 
of the century before being stamped out by 
the Bolsheviks. If the Soviet Union is ever to 
create a modern state, capable of providing 
civic rights to its citizens, these new informal 
groups will be the building blocks. Mr 
Hosking has done western readers—and 
perhaps Mr Gorbachev himself—a favour 
by so cogently describing them. 





The Amazon 


Brief lives 


EXPLORERS OF THE AMAZON . By Anthony 
Smith. Viking; 333 pages; £14.99 and 
m5. 95 


HE river is altogether too big to make 
sense of. Its rival the Congo (Zaire, if 
you must) flows in almost as great volume 
for almost as great a length into the opposite 
side of the South Atlantic. In a thousand 
days H.M. Stanley travelled down it, and 
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when he emerged at Banana Point in 1877 
bingo! the Congo had been explored. Not 
so the Amazon. Francisco de Orellano 
found his way to the mouth of it in 1542, 
but still the recesses of the Amazon basin 
remain unmapped. The most ridiculously 
wasteful of the Brazilians’ modern dams 
overflowed its costings by millions of dollars 
because the water kept flowing in unex- 
pected directions, into depressions and 
down tributaries whose elevation had never 
been measured. 

Men may sail the Amazon without do- 
ing any exploration at all, since for seem- 
ingly infinite distances there is no sight of 
shore, and what seems to be the shore is 
probably an island. Anyway, Anthony 
Smith's book is not a history of exploration, 
but a series of short lives of people who 
found out things about the river. He starts 
with Pedro Cabral, who did not even locate 
the Amazon but accidentally set Portugal, 
not Spain, on the way to colonising its 
course to the sea through Brazil. Of his ten 
heroes and one heroine, only one other is 
Portuguese; the rest are non-Lusitanian. 

They are an odd bunch. The Spanish 
rebel, Aguirre, who made the second voyage 
the length of the river, was clearly de- 
mented. The admirable German polymath, 
Humboldt, spent enough time on the river 
only to establish the most peculiar fact of all 
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about it, which is that part of the water of 
the upper Orinoco actually flows into the 
Amazon, thus falsifying the notion that 
there is any such thing, properly called, as 
the river-basin upon which Brazil’s vast 
land-grab was, and still is, based. The deep- 
est-dyed villain is a Peruvian, Julio Arana. 
His depredations were conducted for the Pe- 
ruvian Amazon Rubber Company of Lon- 
don and exposed by Roger Casement, who 
was knighted for his work and later hanged 
mainly because his knighthood proved him 
a British traitor, not an Irish patriot. 
Brazilians may be upset at first because 
the book does not credit either them or 
their Portuguese forerunners with discover- 
ing the river; later they may approve of it 
because it shows that others were the Ama- 
zon's biggest criminals. English-speaking 
readers, tempted by fashionable Amazonian 
curiosity (as well as by Mr Smith’s well- 
earned reputation as a story-teller) may find 
less about the river than they would wish. 


But they will add, with fascination, to their - 


store of knowledge of how discoveries are 
made. 

As for the indigenous peoples of the 
Amazon, if any were to read it they would 
no doubt reflect that the white men have 
not yet completed their "civilising'" mission, 
and are finishing the job as foully as they be- 
gan it. 





The Mafia as money machine 


otout hearts and Corleones 


RANCIS FORD COPPOLA, who has 

lived on a wing and a prayer since he 
first hit Hollywood more than 20 years ago, 
is taking his biggest gamble. He is betting 
that lightning can strike thrice and that he 
can beat the law of diminishing returns. In 
the giant Cinecittà studios, in Rome, he is 
filming a second sequel to his most 

sus and successful film, "The 
.... father". 

That classic study of the workings 
of the Mafia cost $6m in 1972, with 
Mr Coppola himself paid $200,000 
and most of the cast $35,000 apiece. 
Even Marlon Brando, who starred as 
Don Corleone, was paid only 
$50,000, although he was also enti- 
tled to 1096 of the net profits. For a 
time "The Godfather" was the most 
profitable film ever made, generating 
rentals of more than $86m in the 
North American market. It won the 
Oscar for best picture and another 
for Mr Brando as best actor. 

Two years later, “The Godfather, 
Part Il" also picked up a sheaf of 
awards—best film (the only sequel 
ever to manage it), best director and 
best supporting actor (Robert De 
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Don't tell them what Coppola's getting 


Niro). It cost more than twice as much 
($15m) as “The Godfather”, but produced 
rentals of only $30m in North America. Al- 
though, between them, the two films were 
massive money-spinners, the sequel was far 
less profitable than the first. 

Now "Godfather III” is under way at a 





budget of $44m— nearly three times greater 
than that of "The Godfather, Part II". Infla- 
tion in the intervening years accounts for 
some of the escalation, but not all of it. 
Thanks to the cost of prints, advertising and 
greedy stars, films need to pull in 2! times 
their original cost to break even. That puts 
the minimum target for "Godfather III" at 
around $110m. 

Mr Coppola also needs a resounding hit 
for his own reasons. Personal debts entered 
into in the early 1980s, when he was making 
"One From the Heart”, his biggest 
commercial flop, have rocketed with 
interest from $3m to $8m; unless he 
can shortly stump up a bond of $12m, 
the courts will seize his assets. The 
$6m he is being paid to write and di- 
rect "Godfather III" will not quite do 
it, but Mr Coppola is no stranger to 
goodfortune. His mammoth Vietnam 
War film "Apocalypse Now" over- 
shot its budget so royally that few 
gave it any chance of recovering its 
cost. Yet it did, and went into profit. 

"Godfather III", which will open 
next Thanksgiving, already has a 
good ring about it—and a strong cast, 
including Al Pacino, Diane Keaton, 
Andy Garcia and Bridget Fonda. The 
cinematography will again be by Gor- 
don Willis, who gave the two previous 
"Godfathers" a rich golden sheen, 
and the director's father, Carmine 
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— Coppola, will supply the score, as he did for 
“The Godfather, Part II". 

Paramount moguls say they are ex- 
tremely happy with what they have seen so 
far. The studio has made countless attempts 
to commission a second sequel, even consid- 
ering ditching Mr Coppola for another di- 
rector. The two previous films, however, 
were not simply gangster pictures; they were 
metaphors for the evolution of capitalism in 
America in this century, with Michael 
Corleone, the brightest and the best, as a 
fallen angel. "Godfather I” will again focus 
on Michael, and on the family’s compulsion 
to establish its legitimacy through business 
transactions with the Vatican. 

No fewer than 12 drafts were needed to 
knock the idea into shape. Nobody except 
. the director, his regular production designer 
Dean Tavoularis and a few others yet knows 
how it will end. Mr Coppola, however, has 
called it the "cathedral" of the series, and 
has hinted that in some fashion the film is 
. heading towards a qualified redemption for 
-. Michael Corleone. If so, this will bring full 
circle the Catholic overtones of "The God- 
J father”, against which the rituals of the Ma- 


fia were seen as an obscene travesty. 





Literary disputes 


The strip-cartoon 
Koran 


PARIS 


UNISIAN journalists compare him to 
| Salman Rushdie. Kuwaitis accuse him of 
— being a stooge for Israel's Mossad. Youssef 
Seddik, a 47-year-old Tunisian teacher- 
turned-writer-and-publisher, insists that he 
is neither. Although full of sympathy for Mr 
— Rushdie, he himself is "working for Islam”. 
Yet his strip-cartoon version of the Koran, 
“Si le Coran m'était conté"*, has earned 
him nasty telephone calls and theological 
wrath barely a week after the first three 
books in a planned series of seven went on 
sale in Paris bookshops. 

On January 15th, the Higher Islamic 
Council of Tunisia called for the ban- 
ning of this “impious work . . . inside 
and outside the Moslem world’’. The 
reason? "The use of profane images to il- 
lustrate the teachings of the Koran (is) 
sacrilegious and heretical.” A Kuwaiti 
theologian has also publicly condemned 
the cartoons. The bookshop at the 
Institut du Monde Arabe in Paris has 
withdrawn the book; staff allege that it 
has "sold out" yet stress that no more 
copies "will henceforth be available from 
us." Mr Seddik has not heard from Iran 


; He has, nonetheless, has been more 


cautious than the Turkish and Persian 
i. 84 





Hamming it up 


NDERNEATH the palm trees, in 

air-conditioned bliss, a glamorous 
array of film professionals and hangers- 
on (including The Economist's cor- 
respondent) has just enjoyed Cuba’s 
11th International Festival of New Latin 
American Cinema. They have sipped 
rum, swayed to rumbas and eaten ice- 
cream in Coppelia, the state ice-cream 
parlour. Of ordinary Cubans, however, 
there was strangely little sign. 

The first Havana film festival, held in 
1979, was a tiny event with screenings in 
only two cinemas. It was organised for 
the people, with the people as jury. Re- 
cent festivals, by contrast, have smacked 
of neo«olonialism. The festival is now 
yet another dollar-zone, like the island's 
most beautiful resorts; it has been rede- 
signed to cater for foreigners, with their 
useful foreign money. The whole event is 
tightly patrolled and barricaded, and 
there is even—most dangerous ideologi- 
cal departure—a film market, known as 
MECLA. 

This year’s theme was “The child in 
the audiovisual universe of Latin Amer- 
ica". A retrospective was offered too of 
Latin American cinema from the 1930s, 
1940s and 1950s. The past and the fu- 
ture, one official observed, were both 
amply represented, although at least one 
Cuban festival-goer ("for 30 years 
they've been promising us the future") 





artists who until the seventeenth century 
painted scenes from Mohammed's life, in- 
cluding his visit to hell and ascension to 
heaven on his human-faced mare. Dy 
contast, “Si le Coran m'était conté” avoids 
depicting the Prophet and the angels who 
visited him, and in this way Mr Seddik 
claims to interpret literally the Sunna's ban 
on representional art. He focuses, too, on 
the Koran's colourful tales and historical 
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would have liked more emphasis on the 
present. 

For Cubans, the real theme was ex- | 
clusion—from the main events, the gala 
performances, the best seats; even from 
screenings of "La Bella del Alhambra", a | 
new Cuban film by Enrique Pineda Bar- 
net, awaited with some eagerness. Cer- 
tain Cuban products, it would seem, are 
strictly for foreign consumption. 

The locals nevertheless queued for 
what they were allowed to see, or used 
their ingenuity—forged press creden- 
tials, a friend in the police, a few pesos 
pressed into the right palm—to | 
gatecrash the dollar-zone. An enterprise | 
economy sprang up, briefly, to sell invita- | 
tions on the streets. The Cubans were | 
not moved by artistic or intellectual curi- 
osity, for the most part; they wanted to 
see the Argentinian or Brazilian glossies, 
or crowd-pullers from the United States. 
"La Nacion Clandestina”, a searching 
exploration of Indian identity by a Boliv. 
ian director, Jorge Sanjines, drew only 
yawns and loud chatter. Discussion of | 
agrarian reform emptied the cinema. 

What this audience wanted was real- 
ism, and not the socialist sort at that. 
The top prize of the festival went to 
“Ultimas Imagenes del Naufragio” (Last 
images of the shipwreck) by an Argentin- 
ian director, Eliseo Subiela. It contained 
a close-up of a succulent slice of ham pro- 
truding from a sandwich and about to be 
fed to Christ, no less. At this the entire 
auditorium—raised to a man on spam— 
let out a gasp of astonishment. 


UC EAE CLOSER IR - 


context rather than on its religious side. 

Another source of offence has been the 
western style of the cartoons. Top French 
cartoonists were commissioned and the 
books were printed by Proost, a Belgian spe- 
cialist in cartoons. All this is a source of 
pride to Mr Seddik—and of rage to the 
waiti press, which accuses him of wantin. -- 
"westernise" and even “Christianise’’ the 
Moslem world. 

Hostility has made Mr Seddik "all the 
more determined” to carry on, and it has 
not deterred the Algerian businessman whc 
is helping to finance the project. This week 
the first three books went on general sale ir 
France. The ultimate goal is to bring out the 
complete seven-book series in French, Ara 
bic and English and to distribute then 
throughout the Moslem world, from Mo 
rocco to Pakistan. “My Koran is a tool foi 
culture and education," says Mr Seddik 
"intended for youngsters so that they car 
discover their Holy Book by themselves in ; 
modern and pleasant manner." He adde 





*Editions Alef, 5 rue de Turbago, 75001 Paris; 7 book: 
FFr59 each 
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that the Koran should not be “forced down 
people's throats.” 

Interestingly, praise for “Si le Coran 
m'érait conté” has come from the Turkish 
press and from the Algerian ministry for re- 
ligious affairs, which is considering allowing 
the book into the country. In Turkey, as in 
Algeria, officials are concerned by a wave of 
Moslem Fundamentalism. Cartoons against 
fanaticism? Why not? 





Russian artists 


The Great 
Collector 


HE scene was unexceptional enough: an 

art promoter strolling among the galler- 

ies of Mayfair last week, two of his protégés 

in tow. This trio, however, differed from 

other such groups in a number of ways. Its 

»mbers were Russian; and the promoter's 
...me was Shchukin. 

Sergei Ivanovich Shchukin (1854-1936) 
was the greatest collector of contemporary 
art in pre-revolutionary Russia, a friend and 
patron of, among others, Monet, Cézanne, 
Picasso, Degas and Renoir. His mansion in 
Krestoyozdvizhensky Lane, in Moscow, was 
always open to artists. Unusually, too, he re- 
fused to sue the Soviet government for rep- 
aration after the Revolution from his exile 
in Paris, reasoning that he had bought his 
pictures, after all, for people to look at. His 
200-odd confiscated canvases now form the 
core of the Pushkin Museum collection. 
One way and another, Sergei lvanovich 





The song remains the same 


F HE is found guilty, how should Ma- 
nuel Noriega be punished? The hard- 
hearted, noting that one week's worth of 
loud (though varied) rock music was 
enough to drive the general out of the 
Vatican embassy in Panama City, may 
suggest a jail in Clearwater, Florida, the 
home of America's first all-Led-Zeppelin 
radio station. Unfortunately, it seems 
that hour after hour of the defunct Brit- 
| ish rock group may be too much for 
anyone. 
| WXTB, previously the type of classic 
| rock station that every American town 
| seems obliged to have to cater to balding 
ex-hippies, broke in its listeners to its 
new format by devoting the whole of new 
| year's eve to just one Led-Zep song: 
“Stairway to Heaven”. Within an hour 
police arrived to search the building, 
convinced that an armed hippie had hi- 
petens the airwaves. According to the 
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Sulyagin, back to the twenties 


might well be regarded as the beneficent 
godfather of the Soviet Union’s pre-Stalin 
avant garde. 

Now his grandson, Nikolai, has ambi- 
tions to resurrect the family’s philanthropic 
tradition. (Great-uncles Peter and Dimitri 
also opened their collections, of icons and 
old masters respectively.) It is a role he de- 
scribes as “a right and an inheritance". His 
recent trip to London was intended to estab- 
lish contacts for the many artists repre- 
sented by his newly-formed agency, the Rus- 
sian Collection. 

This attempt to turn the dynastic clock 
back contains two surprises. The first is that 
it should be happening at all, heartening tes- 
timony to the liberalisation of the Soviet 
arts establishment under the new minister 
of culture, Nikolai Gubenko (a protégé of 
the theatre director Yuri Lyubimov). The 
second surprise is that Mr Shchukin’s re- 


station's programme director, Ted 
Cannarozzi (a potential candidate for the 
laziest job in radio), the song was played 
180 times on December 31st. 

From January 1st, WxTB played music 
only from Led Zeppelin's ten albums, in- 
ters with solo material by the 
band's survivors and special promo- 
tional messages from Jason Bonham, 
whose father, John, used to be the band's 
drummer. Alas, this diet proved too lean 
for Clearwater. On January 11th WXTB 
bowed to a listener poll and forced Led 
Zep to share the airtime with Pink Floyd. 

However, it seems that two defunct 
British bands are no better than one. On 
January 15th, the Rolling Stones were in- 
troduced. On the 18th Mr Cannarozzi 
capitulated entirely, reverting to "lis- 
tener-designed radio": in other words, 
irs listeners want. Yeah, yeah, 
yeah. 
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vanche has attracted such broad enthusiasm 
painters. 


from Moscow’s avant garde 
Among others, the Russian Collection rep- 
resents the 65-year-old Armenian, Apayan 
(whose entire work was kept in his cellar un- 
til last year) and younger, though no less 
highly regarded, painters such as Alexander 
Semenov and Vladimir Sulyagin. All, appar- 
ently, have succumbed in part to the magic 
of the Shchukin name. 

They are reacting, too, to their shock at 
Sotheby's 1988 Moscow sale of contempo- 


rary Soviet painters, which Russia's long- — 


suffering avant-gardistes had imagined 
would reward them for their years of state 
persecution. Not so: the top prices went to 
the well-behaved figurative work of painters 
such as Grisha Bruskin, who, as a member of 
the Union of Artists, was hardly one of the 
oppressed. This, says Mr Semenov, caused 





BOOKS AND ARTS - 





“commotion in the minds of Russian art- — 


ists", and not a little disenchantment with 


the commercial mores of the western art _ 


world. The promise of present freedom sud- 
denly seemed a trifle hollow. 


For many Soviet painters, the greatest - 


promise for the future now lies in a heroic 
past. Hence Mr Shchukin, whose strictly 
contemporary Russian Collection has a 
strong pre-revolutionary flavour. , Mr 
Semenov’s pictures, for example, are full of 
nods to Chagall: one cycle is devoted to col- 
lages of pre-revolutionary artists and 


the palette and planar style of the early- 
twentieth-century Russian  primitivists 
(themselves influenced by Sergei 


Ivanovich’s imported Matisses), e | 


himself "an heir of the twenties” 


Picking up the threads of a tradition - 


dropped (involuntarily) 60 years ago may be 
no bad thing for Russian art. Nevertheless, 


the utopian mood of Moscow's twenties art- - 


ists has not been included in this spiritual 


inheritance. "Their task was an optimistic 
one, to create something new," points out - 


Mr Semenov, sombrely. “Ours is to build up 
what has already been broken." 


+ Ane 


writers. - 
Mr Sulyagin, on the other hand, paints in ~ 
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An MBA with a unique - 
perspective on Europe 


if you're taking a Master's in international business, why not take it in the 
neart of Europe? 
We offer an intensive, twelve-month, full-time programme, in English, 
- to graduates with at least three years’ professional expenence. 
| | : Our faculty is drawn from ten different countries. 
d And our location in the centre of Paris helps attract participants from 
ail over the world. MEILEN. po 
The melting pot that results will give you a new vision of Europe as à 
sinigte entity. 
Just the perspective, in fact, that employers are crying out for. 


Ceme eey ice, 
2, NAT Philips, SHAPE, Siemens, e, Toyota, Winterthur, etc. 


We: also n run jid courses in French for young people (13-17) 

















^g For further information contact: 


EMI iB ADMISSIONS OFFI CE. 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES 









de. CERAN 66 108 BOULEVARD MALESHERBES, 
. Lan j age courses for motivated people. 75017 PARIS PEE ! 
 BINUNGUES SPROVEKCE ~ s^. CERAN ARDENNES TEL47546500(EXT6796) | os oo 
EO | á | T APFRAN 640611 ~ TELEFAX: 42. 
PI "| 280, Avenue du Chateau, 8-4880 SPA, E ELEXEAPERAN 640611 ~ TELEFAX 426746 
F-30130 PONT-SANT-ESPRIT | | | BELGIUM Tet: (132) 87/87 71 64 


FRANCE - Tel, (+33) 06 39.38.38 | . | FAX (492) 87/77 36 28 | 
- FAX (333) 66392720 " Telex 49650 ceran b 
NUSA: Languagency - ET (203) 287- -1699- - FAX (203) 284-1827 
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MANAGERS can expect in international manaj 
| : tough new challenges in the and its research on management of 
1990s. And they won t necessarily find the technology and innovation to design a 
solutions in past experience. radical new seminar for executives 


INSEAD has used its expertise IHE in R&D. 





E Developing procedures to make R&D an efficient 
(22 April-4 May 1990) | ‘routine’ | 

‘This two-w eek programme situates the R&D E Harnessing innovation to create a learning 
ja a wholly icm activity within. the | organisation 

thanas In discussions, participants 
benefit from interaction with a fully 
international mix of senior 
d RN and faculty. 


| STRATEGIC R&D MANAGEMENT 
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UN ENT OF BRI RISTOL 


Bb. enero ge ae” 









. Overtwo years) - 
. Full-time (One year) 


ob the study pathways for the Universitys MSc in 
it and | ternational Policy. The course covers social, 
and. pom aspects of ‘international ai and its 


for: a global student group: involved i iv international 
ing commerce, and for others interested in omanoma policy, 
ularly welcomed from women. = 


format allows participants to retain their work and ‘ther commitments 





E ) three-week eins periods are residential at the stracive and historic p promises of 
|. the School for Advanced Urban Studies. 

- Entrance requirements: 2nd class Honours Degree or equivalent Dioibssonel qualifica- 
tions and/or experience, 


Mf. you would like further information, contact | sah 

Secretary, at the School for Advanced Urban Studie: 

Road, Bristol BS8 4EA, Telephone Bristol 741117. Alter y 
. 48 by facsimile transmission (telefax) on Bristol 727308. ^^ 






SAUS is working to counter discrimination on the grounds of "€ raca, disabity, 


age and sexuality in all its activities. ' 


Improve the reti urn o on 
your IT investmen 


Information Technology is now a major force for improving 
business performance. However fot many organisations the benefits 
remain elusive. This programme focuses on the need to integrate 
business and IT strategy. Ir addresses the. management process 
required to help your organisation realise the benefits, and it explores 
the likely implications. on organisation structure and development. 

Strategic Management of the Information Resource: 
Achieving the Information Technology Pay-Off 
23-27 April 1990 £1,750 
24328 Sept. 1990 - “£2, 100 | 
l The prograitime. is for senior. business | managers, line managers and 
otl ida ci Organisations may find maximum advantage in being 
_ fépresented by IT managers and IT user managers in partnership. 
— Fora brochure outlining the key benefits of attending this 
programme, call Louise Ashfield or return the coupon below. 


EBNE Nolan, Norton & Co. 
"m Be lontana MPO Ae PIG P Mg 


Please send me. Sica of the Siate Management o EGON g7 
of Information Resource - 








-a Name j "T Position... 
COMPANY oireen 
Adresss 


"uu bere Park; Lindos NWI 4SA, UK. 
Ed 2262. 5050. Fax: 91-224. 1815. Telex: 27461 LBS KOX G. 
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Executive Programs 


The University of Virginia 


ek edlucatinant f journey shared by se nio 
executives from around the world. Prog am 
participants from business and the public se 
come together to explore the challenges and 
opportunities that face business leaders today 
During an intense six weeks of reading, study 
ing, small group discussions, and dynamic _ 
classroom sessions, personal growth and 
learning take place. 

























A problem-solving general management pro- 

gram for managers whose positions require an 
understanding of other areas within the com- 
pany, and who must plan and coordinate their 
function a these areas. 


J Management Program in Australia 
June 24 - Ty 6, 1990 : 

ug -week course for the rÓ— 2 
of general managers. The program is organized _ 
to be highly integrated and stresses the interre- _ 
lationships of marketing and operations, E 
management control systems, human behavior 
in organizations, and corporate strategy. - 








Please return this ad for information on the program indicated. 
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Company... 
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City /State/Country 
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Darden Executive Programs * Box 6550, Charlottesville, 
Virginia 22906-6550 * Phone (804) 924-3 
Fax (804) 924-4859 « Telex 8224 | 


















Warwick is rated as one of Europe's most innovative 
ond outstonding business schools; research-led and 
outword-looking, maintaining close links with international, 
national and locol businesses. 


W Management Development Programmes Bl Research ond 
Consultancy Bil MBA: full- ond part-time, distance-learning 
and in consortium with leading-edge companies WE Masters’ 
Programmes in Operational Research, Industrial Relations, 
Business Management Systems 


Worwick has. pioneered industry-university collaboration and — Ext. 2834 


is working with many of Britain's major companies, providing 
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"p P "pro d ucing global 
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in the 

City of London." 
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ils of the 1989-90 series of Open 
Ars Debra E. Durston, 
School, Frobisher Crescent, 
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. Fora prospectus anc 
' Days please contact: 
City University Business $ | 
. Barbican Centre. London EC2V SHB. 

Tel: 01-920 0111 ext 2238; Fax: 01-588 2756. 






executive development courses in marketing, finance, the 


management of change, operations management, information 
systems, retailing and strategic management. 


if you are interested in Bl management training Bl research 
or Bi consultancy, contact 
Warwick Business School, 
University of Warwick, 
Coventry CVA 7AL, U.K. 


Telephone: 0203 523523 


Fax: 0203 523719 






BACHELOR, MASTER, DOCTORATE * 
EARN A DEGREE. Use your past experience as 
credit toward your. sree, fio classes, semi- 
nars or on-campus. atti ae Simi ee 

our experience. Sel-paced, S 
c sume For No Cost Evaluation. 
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- LEARN TO SPEAK 
. TOTAL NATURAL IMMERSION 
with French participants for 7 
intensive days in the DORDOGNE 
Cháteau LA VALOUZE 
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BUSINESS SCHOOL 


ARE YOU PREPARED TO APPLY? 
Study now to pass the GMAT test 
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GMAT Educational Seminars, 
ligh Holborn, WO1. Or phone 01-242 9603 








LIVE WITH TEACHER! 
Yes, learn the language of your choice in the 
country of your choice in your private 
teachers home. 

HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. 








Ra UNIVERSITY DEGREE 


For Life, Academic & Work Experience 





be more effective and 









DOCTORATE Degree by 
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ICMB INTERNATIONAL CENTER | | | 
AND BANKING STUDIES | | È 


OPTIONS: VALUATION, HEDGING 


Annelies Wind - International Center for 


| PO. 3ox 36, 1211 Geneva 21, Swiltzerlend 
Tel: 22 34 95 48 Fax: 22-733 3853 Tx: 412 151 pax ch. 
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e Taught by the use ofo over 100 actual business 
cases supported by lectures and a business - i 
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SECURITY ANALYSIS AND PORTFOLIO à | 

| SADA) PROG | e Located at st Ter w eton n College. Oxford, whic 

^«decirtefeon faculty ond participants and : 

June 11-22 > omongit paricipontr themselves. Offering —. 
FINANCIAL ANALYSIS: FUNDAMENT ALS, | |. access to one of the best business libraries no 
NEW DEVELOPMENTS AND 
PRACTICAL APPLICATIONS 
June 25 - July 6 . | ? 
PORTFOLIO MANAGEMENT AND | 
PERFORMANCE MEASUREMENT 


Septembre 3-7 © | | e 
EXCHANGE-RATE AND INTEREST-RATE = 3 
ECONOMICS AND FORECASTING schools. The f 

Intemational Macchina experlence with 
spec d AND |] managers working in different national contexts : ; 


INTEREST-RATE. RISK MANAGEMENT € For managers whose p problems involve th ec a 
September 17-21 | . ordination and directi i ) of the derent 

INVEST MENT APPLICATIONS OF | functional iit iis a al »usin | e 
FINANC ICIAL FUTURES AND SWAPS 


September 24-28 












AND PORTFOLIO APPLICATIONS 


These intensive courses for professionals in banking € 
and finance offer an optimal blend of theoretical prin- 

ciples and practical applications. An outstanding 

international faculty and proven teaching methods 

aim to develop both individual skills and the deci- e 
Sion-making capacity of executives. Worldwide, over 
300 private and central banks, insurance compa- 
nies, multinationals and other financial and industrial 
organisations have sent participants to the SAPM 
Program since 1982. 


to spare them for five weeks, 
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Tel: 65) 735422 
Telex: 83147 attn TEMCOL 
Fox: (0865)736374. .. 


-| 1. Templeton College — 
| NW oxis 0 — 





Further informati ion: 





etary and Banking Studies - 










i PAEA INTERNATIONAL 
INTERNATIONAL MDB PROJECT COORDINATOR 


Greenpeace, the international environmental d iert is seeking 
an experienced activist to head an international project to influence 
the environmental policies and lending decisions of the Multilateral 
Development Banks (MDBs) and bilateral aid agencies. As part of an 
international team, this person will coordinate MDB research and 
lobbying strategies for Greenpeace International's Treaties and Con- 
ventions Project, in cooperation with the pesticide, rainforest, and 
other issue campaigns, and the Mediterranean and Latin America 


Regional projects. 

.. QUALIFICATIONS 
Candidates will have a strong background in international environ- 
mental policy, international finance, knowledge of development and 
environment issues, and excellent coordination and communication 
skills. S/he must speak English, and other languages, particularly 
Spanish and French, would be helpful. 

LOCATION | 
Washington, DC, but the coordinator will need to þe prepared, 
however, to travel as required, and specifically to spend some time 
working from the organisation’ s international headquarters in Am- 
sterdam, Netherlands. 
REMUNERATION 


| Salaty will be according to Greenpeace USA pay sca les and will be 
determined according to experience, 
| Please send. résumé and cover letter to: 
Kay Treakle 
| Greenpeace USA 
WESS 1436 U Street NW 
: „Washington, DC 20009, USA 




























































Field Manager 


healthcare in Kenya, Tanzania and Uganda. 


AIDS Control Programmes. 
QUALIFICATIONS 


monitoring and evaluation is essential. 
TERMS OF APPOINTMENT 






M Dd. ext 3. 





HEAD OF INTERNATIONAL SECURITY PROGRAMME 
THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 


We are seeking an experienced researcher to take responsibility tor our Institute's 
work in the international security field. This covers both European and global 
security concerns, defence policy, arms control, and some aspects of military 
procurement. The Institute conducts research, commissions work from outside 
experts, collaborates with institutes in other countries, and acts as a Source of 


expertise for policy-makers, its corporate and individual members, and the press. 
Three-year appointment, with possible renewal: salary in the reader or professorial 


Health and Population 


range, depending on age and experience. EC citizenship or UK work permit 


required. 


Send detailed CV and names of two referees before end-February to 
the Personnel Department, Chatham House, 10 St James's Square, 
London SW1Y 4L eee 01 -930 2233; Fax: 01-839 3593. 


CONSULTING 
ECONOMIST 


The Futures Group, a US-based international 
management consulting firm, requires an 
experienced business economist with a back- 
ground in statistics/econometrics, Experience 
should include. modelling, estimating, fore- 
casting products and markets, and, prefera- 
bly, management and sales. The position is 
located in our headquarters office near Hart- 
ford, Connecticut. 


| Respond in writing with résumé and salary | 


history/requirements to: JHL, The Futures 





Group, 80 Glastonbury Blvd, Glastonbury, - 


CT, 06033-4409 





You will be responsible for managing bilateral health and population assistance 
programmes which reflect the ODA's emphasis on the development of primary 


Specific tasks include the provision of advice on the identification, technical 
appraisa, imp lementation, monitoring and evaluation of health and population 
activities arising from recent health and population sector reviews as well as 
participating in the monitoring and evaluation of ODA support for National 


You should possess a degree in a health related discipline as well as a 
postgraduate qualification in public/community health, community medicine or 
tropical medicine. A sound understanding of the economic and social aspects 
of health and population issues in developing countries as well as proven 
practical experience in project identification, formulation, technical appraisal, 


You will be on contract to the British Government for 3 years, on loan to the 
. Government of Kenya. Salary is in the range £30,150 p.a. to £38,550 
p.a. Additional benefits will normally include tax-free overseas allowances, 
— currently. of £951 p.a. [single] and up to £1,836 p.a. (married), children's 
education allowances, free accommodation and passages and fare-paid leave. 


„Forf irther details and application form, please write, quoting job title and ref 
AH AM/TE to: Appointments Officer, Overseas Development Administration, 
7 ^H220, Abercrombie House, EAST KILBRIDE, Glasgow G75 BEA. Or tei 03552 


PINI NATIONS T TO HELP THEMSELVES. 





[| citizenship. Send résumé to TS inc, 7031 East | 
|oCamelback, 





Monash University 
Australia 


Department of Economic History 
FIXED-TERM (TWO OR THREE 


. YEARS) LECTURER 


Appointee would be required to contrib- 
ute to a first year survey course on 
modem British, American and Japa- 
nese economic. history; and possibly to 
later year courses in Australian/As'^^ 
economic history. Other areas will 

considered. Appointment from eé., 
1990. Salary A$32,197-A$41,841 pa. 


Enquiries to Professor J. W. McCarty, 


phone (613) 565 2375. Applications 
including Ref no 90A7, curriculum vitae 
and three referees to the Registrar, 
Monash University, Clayton, Victoria 
3168, Austrlaia, by 9 February 1990. 


. AN EQUAL OPPORTUNITY. 


EMPLOYER 





` Chair of Agribusiness - 


Management and Marketing 
UNIVERSITY OF LONDON 
Wye College 


Applications are invited for this estab- 
lished Chair within the Department of 
Agricultural Economics. 

The Professor will be responsible for 
existing undergraduate and postgradu- 
ate teaching and for the development 
of a new four-year undergraduate 
degree in Business Studies. It is also 
expected that the successful applicant 
will develop research and consulta 
activities in. European agribusine 
considerable scope for which exists s: 
the College-based consultancy compa- 
ny. Candidates with commercial or aca- 
demic experience are invited to apply. 


Closing date for applications is 23 Feb- 
ruary 1990. Further particulars are 
available from the Secretary, Wye Col- 
lege, Ashford, Kent TN25 5AH. Tele- 
phone: 0233 5812401. Fax: 0233 
813320. 























US IMMIGRATION 


US corporation seeking qualified individuals t 
“assist in financing resort pons in the USA and 
: abtóad. Successful candidates will have the ability 
“ty arrange USS5 ro $20 million in loans in uniquely 
altractive resort projects in the LIS. and the experi- 

ence to analyse and contribute to the success af 

future resort projects in the US and abroad. The 
< salary will be competitive and equity dau pie 
will im available, Nor-immigrant visa and te 
resident status fa the US will be ided ior t 
qualified applicant. which could iater lead to US 


k, Scoftulale, AZ 85251 USA, or Fax: TS... 
Financial Dept, nera 2391. Applica: ` 
tions will be held in strictest confidence. You will | 
be contacted by telephone for ape 
_ d your qualifications are 













Diractór of Gomnübications 
and Sponsor Relations bissl) 


e CETTE LR A RNAI PR BY A aea Sa eo ch AE e e rrr tnr rrr Pr peer pe in eae pne MÀ 





anior $ taff ‘elon a to 
of the Media. Laboratory, 
ibility for communications 






ree sc M its 65 major 
Wworkdwide, M : iden and 















m sponsors and three privat ndations 
; andor government age 
- Suppor rting progr ams totalling ov 


directly ad-ministers the Media Tech- 
nology Group in support of both new 











um -programs in all areas of the Lab. 


- Hands-on responsibilities include 
=> arranging group visits and major 
“meetings between sponsors and the 
“Lab faculty and staff; directing an out- 
... feach program of visits to sponsors; 
_ administering the Lab's revenue 
-sharing point system; producing 
reports, newsletters and publications 











-and ongoing academic and research — 


likely, too, that you will have a good 


listings: and PREE small branch 
offices in Europe and Japan. 


Position requires media technology or 


computer science background; strong 
. academic and research experience; 
; public relations experience with. 





ernational corporations, . 


v A ~ excellent interpersonal and commuri- 
i. cations/writing/public speaking skills; 
and the ability to operate. professionally 
-under pressure. Language skills 
. .helpful. Regular domestic and foreign 
travel required. 


Qualified candidates should send 
resumes to: 


. The Media Technology 
“Search Committee. 
. Massachusetts Institute of 


Technology 

20 Ames Street, Rm E15-222- 
Cambric A ea | 
(617) 253-0617 Eo 


An equal opportunitylaffirmative 
action employer 
MIT is a non-smoking environment 





extensive travel t throughout the U.K. and abroad. 


Please write with full C.V., stating your present salary to: Laurence Matthews, Forecast 
Statistics Manager, British Airports Services Limited, Masefield House, Gatwick Airport, West Su: 
aie you wish to dicm CA application informally, contactuson (0293) iro (x 



























The high reputation. bn our fot ecasters at British dni Services has led to increased demand foni 
G key strategic areas of the business - and the need for more high-calibre professionals. | 
Forecasting - with analysis, interpretation and presentation of statistical and economic data - is a 
major service provided not only to the seven airports within BAA plc, but also to other organisations at 
home and abroad. In fact, during the last three months we have undertaken vital consultancy work at 
airports in Australia, Mexico, B ie | 
Handling such major projects entails regular presentation of pestis to senior management - so we - 
require at least two years’ relevant ex aie ina commercial or industrial organisation. It's highly 
:gree 1n Economics, Statistics or a similar numerate discipline. 
In return, we can offer a competitive salary which will reflect your ability and experience. Prospects 
are excellent within the world's ae international airport group, including the opportuni for > 


elgium and Hungary. 


contribution to any of me s lw 


i develo ment in ihe U c 


.' Managing Director 


— 61 Southwark dud 













Economic | Planning Consultan 


Due to the i increasing number of assignments being unde 
by ESG, the company requires tou-ism and/or transpo 
mists to join an expanding consultancy specialising in 
transport and economic | WM studies both in the | 
Eroueneut the pend 


























and Asia. 


We would be interested to hear tom AET N. interested 
full time or freelance employment who could. make ^a ic 

































IES | 
E 1d Overseas. Willingness to travel, 2 
second language and computer capability are relevant factors, 


Please reply sending. acom plete CV to: 



















RPT Economic Studies Group Limited 


London. SEI ISA . 





LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENCE 


Language Study Centre 
Instructor in English as a Foreign Language 
- Applications are invited for apost of Instructor in English as a Second Language for 
appointment from 1 October 1990 for a period of three years. 


FO The instructor will be responsible to the Director of Language Studies for teaching oral and 
doo written English to undergraduate and postgraduate Social Science students whose native 
language is not English and whose linguistic skills need to be improved to meet the 


| — demands of their studies. He or she may also be required to offer a course in modern 


2. English literature. 

. The successful candidate will have good academic qualifications and experience and 
|. proven ability in teaching English as a foreign language. Some knowledge of other 
- language(s) and/or linguistics would be an advantage, 

C Appointment will be on the Grade 1/2. salary scale for Other Related Staff in Universities, 
C £9,816-£16,665 plus £1,650 Londen Allowance a year. In assessing starting salaty 
a consideration wili be given to qualifications, age and experience. 

plication forms and further particulars are available, on receipt of a s 


tamped 
3 envelope, from the Staffing Office, Room H515, London School of 
Economics, Po n 


. Closing date for applications: 9 February 1990. 
An tque: DDR: aii 


UNIVERSITY OF CANTERBURY - 
New Zealand 


The University invites applications for the following position: 


CHAIR OF BUSINESS ADMINISTRATION 


The successful candidate will have demonstrated academic leadership 
and possess a record of outstanding research in one or more of the 
main areas of business administration. 


The Department teaches, and has an active research programme, in the 
areas of organisational behaviour, marketing, production, policy, and 
small business-entrepreneurship. The Department has an active post- 
graduate. programme (MBA-PhD) as well as an undergraduate 
programme. 

The appointee will take up the position on a date to be agreed. 

The salary for a Professor is within the range N2$77,000 to NZ$96,000 
per annum. 

Further particulars and Conditions of Appointment, quoting Position 
No BA8, may be obtained from Appointments (37464), Association of 
Commonwealth Universities, 36 Gordon Square, London WC1H OPF. 
Applications close with A. W. Hayward, Registrar, University of 
Canterbury, Private Bag, Christchur , New Zealand, on 30 March 1990. 


Economic Modelling & Analysis 


Not tiingham 


Power Procurement 


arkets 


Nottingham 
To £24,000 (plus annual pay award due Feb 1st) 


| With a turnover of approximately £1.2 billion, East 


Midlands Electricity is a large, successful and 
innovative organisation serving over two million 
customers. 

To meet the challenge of our future development, 


we are seeking talented individuals to join the 


electricity purchasing department of our Energy 
Contracts Directorate. 


The department will be responsible for acquiring 


= over £800m worth of electricity each year to meet 
our customers needs in the most economic way 

possible. To do this effectively will require complex | . 

modelling of the electricity market place and of the © 


power procurement options available to us. 

The work will include eg:- 

€ Economic evaluation of alternative purchase 
contracts. 

& Forecasting electricity purchase costs. 

€ Assessment of trading opportunities. 

€ Economic analysis of the market for electricity 
generation capacity. 

@ Computer modelling. 


. You should have a good honours dejes in 
Economics, Operational Research, Maths or a 
-similar numerate discipline, and will need the ability 
: o understand and analyse complex problems of 


the type described. 

Your experience is likely to have been gained in the 
operational research/economic analysis function of 
a large and progressive organisation preferably 
within the energy sector. You should also have a 
keen interest in the work outlined above, together 
with self-motivation and the ability to direct 
projects. 

This position offers an opportunity to join an 
industry at an exciting stage of development with 
all that implies for enhanced career satisfaction. 
In addition, Nottingham provides a pleasant 
environment in which to live. Housing costs are low 
and relocation assistance may be available. 


If you feel you have the background and motivation 


necessary for this stimulating work please 
telephone Nottingham 0602 671152 (24 hour 
service) for an application form, and return with 
full supporting information to S. M. Errington, 
Director of Personnel, East Midlands Electricity, 
398 Coppice Road, Arnold, Nottingham NG5 7HX 
by 19th February 1990. quoting, vacancy no 
EM/10/90. 


East Midlands Electricity is an equal opportunity 
employer and positively encourages applicants 
regardless of sex, race, disability or marital status. 


The team you can trust 














Edmund A. Walsh School of Foreign Service 


GEORGETOWN UNIVERSITY 
CENTER OF EXCELLENCE 
FOR GERMAN AND EUROPEAN STUDIES 


The Center of Exce Hence for German and European Studies of the Edmund A. Walsh School of Foreign. Suites Georgetown University 
ef ointments to begin in either the 1990-91 or 1991-92 academic years: two Distinguished Professorships, which carry. 
etween five and ten years, and three tenured/tenure-track positions at the rank of Associate Professor. Drawn from 
specialisation, these faculty will hold joint appointments in individual departments and the School of Foreign. Service: anc 
the reenen activities of the Center and its associated nde reas uae and graduate teaching programs: xs 
















rma a Origins, deepen and nc of Denia honsbi ind its broader transatlantic influence; fluency in German and English an 
sive exposure to both cultures are required. : 

istory: Twentieth | century German political/economic history, with an emphasis on contemporary German affairs in a broader Europ 
text, both East st. | 





One of the five : appo ntments sedi be daed the Diréctor of the Center: Candidates vhos are. e bilingual i in: Geran and English and dips 
| ministrative experience in curricular development, directed research, public outreach and fund- -raising should indicate their interest i in tk 
| | ditectorship with their application. 
" "Applications received by 15 March 1990 will be given immediate attention, but the search will remain open until salable candidates are. fou 
with employment beginning no later than. 1 July 1991. Applications from women and minorities ate especially welcome. Send letter 
„application, curriculum vitae, and names and addresses of three references to: Professor Thomas Helde, Director, REGES in German Pu 
and International Affairs, 5 14 Intercultural Center, a University, ee pc 20057. E MCA ME | 
Georgetown University is an Affirmative Action Equal pac cin tl niii | 















THE DAVID HUME 
INSTITUTE 


CORPORATE. 





TAKEOVERS 


The David Hume Instifiite is 
undertaking an Inquiry into the 
issues raised by corporate take- 
overs in the UK. The Inquiry, 


which is funded by The Joseph | 


Rowntree Memorial Trust, is 
under the direction of Profes- 
sor Sir Alan Peacock, FBA, 
FRSE, and is assisted by a 

iteering Committee consisting 
if’ Mr Graham Bannock. (Re- 


| search Director), Sir Donald | 


Barron, Sir Adrian Cadbury, 


Mr Jonathan Charkham, Pro- 
fessor Richard Dale; Mr- Jef- 
frey Knight and Professor Jack | 


Shaw. 


| Individuals and public « or r pri- 


vate bodies wishing to contrib- 
.| ute written evidence or opin- 
| ions to the Inquiry are invited 
{ to contact Mr H. L. Snaith, 


/. ^| Secretary of The David Hume 


© | Institute, for further informa- 
tion on the scope and proce- 
dure of the Inquiry. 

The David Hume Institute 
21 George Square, 
Edinburgh EHS 9LD. 

... Telephone: (031) 667 7004 

Fax: (031) 667 9111. 


üMisT JANUARY 27 1990 





pricing of electricity and natural resources suchas coal and LPG. 


AH220, Abercrombie House, Eaglesham Road, EAST KILBRIDE, Ap G75 BEA 
Or tel 03552 41199, ext 3178. 





i BRITAIN F HELPING NATIONS TO HELP THEMSELVES. 

























Energy Econom 


The Fiji Islands lie in the South West Pacific Ocean, with a population of 700, 000. 


Based in the capital Suva, you will be required to make a significant contribution to E : 
the formulation of an energy sector strategy. Your responsibilities will include IT 
advising Government on sectoral development plans, analysing the long run 

marginal cost of Fiji's electricity supply and: advising on policy issues such as the ~ 


You will also assist in the appraisal and evaluation of energy sector projects, 
involving the production of energy demand forecasts arid the assessment of the 
Se hele benefits of such projects to Fiji. Analysis of the financial effects of new 

ihe bans on parastatal authorities in the energy sector and of the effects of different 
tariff policies on their financial position is arenes votre part of your brief. 


QUALIFICATIONS 


Applicants should be British Citizens, ideally aged: between 30 and 50. You should 
have at least 3 years’ experience of energy sector planning in the public sector. or. UTR 
as an energy economist/analyst in the private sector. A postgraduate degree MG 
economics is required, preferably with some knowledge of computers andi 
statistical techniques. Experience of working in gevelnping t countries is desirable. 
but not essential. | 


TERMS OF APPOINTMENT 


A part of the British Government's Aid programme, you will be on contract to the | 
Government of Fiji for 2 years with a local taxable salary and a tax-free suppl lemet 
payable in sterling. The local salary and supplement will give a total income, 
tax, of up to £27,000. Additional benefits will normally include variable tax 
overseas allowances, children's education allowances, free passages and annual. 

fare-paid leave. 7 


For further details and application form, please write, quoting job title and Ref - : 
AH364/AB/TE to: Appointments Officer, Overseas Development Administration 























What do the words 


“Council of 
Europe" 
mean to you? 


Head of Information 


An honest answer to this question 
should give a measure of the task which awaits you as 





Candidates should be graduates, nationals of one 
of the Organisation's 23 member states and under 55 


at the date-limit below. The should be top-level information 
professionals able to direct staff, fluent in English and French 
and preferably other European languages as well 


Post open to women and men. Initial contract two years. 
Send complete CV before 16 February 1990 quoting - 


| references cds to: 


| Couneit of Europe (E Establishment Division) — BP 431 R6, F 67006 STRASBOURG CEDEX — Fax: 88. 36. 70. 57 | 


Adviser 


. Your primary objective will be to strengthen the livestock planning capabilities of 

' the Ministry of Agriculture and Livestock Development [MALD] through the 
Planning and Marketing Division's Livestock Sectoral Planning Section. You will 
need to focus on the resources for a limited range of core peo which are 
critical for growth and can.be provided only by the public sector. 


Liaising with relevant departments and planning units, you will assess and monitor 


iE planning needs and capabilities for livestock development as well as handling 


“specific projects such as strategies for land use planning and assessing the 
economics and export potential of livestock products. — 


QUALIFICATIONS 


Candidates should be British citizens and graduates in agriculture, agricultural 
economics or veterinary science. You should have a broad experience of a wide 
range of livestock production systems including at least 10 years' tropical 
experience and 5 years managerial and/or planning responsibility. An 
appreciation of farming systems is essential as well as an understanding of, and 
literacy in, economic issues in agricultural development. Most important will be 
the ability to prioritise development options within national policy guidelines. 


TERMS OF APPOINTMENT 


You will be on contract to the British Government for 3 years, on loan to the | 
Government of Tanzania. Salary is in the range £30,150 pa to £38,550 pa 
(UK taxable). Additional benefits will normally include tax-free overseas 

allowances, currently of £3,198 p.a. (single) and up to £5,925 p.a. {married} 
children's education allowances, free accommodation and passages, and annual 
fare-paid. leave. 


For further details and application form, please write, quoting job title and ref 
| /LR/TE to: Appointments Officer, Overseas Development Administration, 
House, MU Road, EAST KILBRIDE, Glasgow G75 BEA. 


HELP THEMSELVES 



















Asia, “Latin America, East or 
West Africa. CARE encourages 
its regional management to 
see, understand the problems 
of populations and to. envi- 
sion, initiate responsive solu- 
tions. We'll also welcome your 
new thinking and administra- 
tive skills in keeping existing 
programs running. 3-4 field 
trips a year involved. To quali- 
fy, you should be a manager 
with a similar non-profit or- 
ganisation in one of the above 
regions. 


Please forward  résumé/ 
| salary history to: CARE, Attn: 
David Ehrhart, 660 First 
























| Avenue, NY, NY 10016. Equi 









opportunity employer M/F/H. 


APPOINTMENTS 
WANTED =< 





ECONOMIST | WITH EXTENSIVE 
public sector and consultancy experi- 
ence seeks freelance writing and re- 
search assignments, or participation in 
joint business venture. Box No 3683, 
The Economist Newspaper Ltd, 25 St 
James s cis iiie A 1HG. 


^ INFORMA TION SPECIALIST 
AVAILABLE 


: [issues ditat Canadian. Brotes- 
] sional seeks chatengin Osition. jour- - 


Seven years interna tional w jr 
perience. Excellent 


skills. Willin 
61 m (Ottawa 

















HOME STUDY COURSE in economics. 


MBA & GMAT 






. Taking the GMAT or GRE 
























pie A 10-lesson study that will throw light Ph. T "m Ed. D 
ADVICE CENTRE exams? on today's baffling problems. Tuition p Pra 
| tree--small charge for materials Write | 
. For choosing an MBA course we supply | ence. 
rankings & guide books, To help with We CAN help - ` Henry George Institute, 121 E. HE: career, ear 
6 ial Guide, practi Write to: Street, New York, NY 10016, USA 







Graduate Tutorials, GTAC Associates 


FREEPOST, London W5 4BR 
PasTest UK. Tel: 0565- 552265 Tel: 01-993 3983 

















FRENCH TUITION for professionals ik 
and students. Commerciai/business or 
practical French. Individuals/groups in 
your/our office. Objecti-France, 65 
Castletown Road, London Wi4 SHG. 
Tel/tax 01-381 9649. | 


acre ms | CNEVERAITY M 
TEACH (ace | ier Rees 


YOURSELF 






(Hotel Information. System: 
{Computer Minegitenti : 





IT E a 
"M 1 INONLY | 
ERASMUS UNIVERSITY, ROTTERDAM, — GURY) 
THE NETHERLANDS 





_ Applications are invited for an 


associate professorship 
in finance 


Vacancy number: 58981002 Ec 








ism Training Institutes Ltd., P. 0. Box, 
-4006 Basel, ur opn 312 30 M 





| di Kensington thure st. 
i on WE ALL — 


The vacancy concerns a position in the Department of " 
Finance. The job includes teaching for groups of different — 
size and background, research and some managerial tasks. 
Excellent facilities with respect to secretarial support, 
travelling, computer facilities and data sets are available. 
We are looking for a young economist (up to about 35) 

|. with teaching experience. We have a slight preference for 

i research interests in the functioning of financial markets 

Ad its consequences for the financial management of the 

wM. 


LA SALLE UNIVERSITY - cedit 6 
Mandeville, LA 70470-4000 USA us 
Phone 504-624-8932 Fax 504-624-8931 


IMMIGRATION | 
TO CANADA - 


| Write, Call or Fax for a complimentary - 
copy of our information brochure on ime 
| mugration to Canada. : : 


B. H. CARRIERE & ASSOCIATES. LIMITED. - | | 














As quality will be our first priority, applicants with other 
research interests are also invited. 


| Gur block it centrally situated 
“contained pet Htbants 


Candidates should have a Ph.D. in financial economics 
and/or international publications of comparable standard. 
« Moreover, they have to acquire a working knowledge of 
— Dutchin order to qualify for tenure. 


Ontario, Canada, M2N 5Y7 
Tel: (416) 221-7084 
Fax: (416) 733-249] | 


"OVER 20 YEARS OF IMMIGRATION 
E EXPERIENC EINE ANADA ae sie eh 














DINERS CLUB. : 

dy e separate 
ce in a fa 

] provision of furnishings, * VAT t 













Information on this positions is available from professor 
Jaap Spronk (31.10.4081282 or 31.10. 4134057 at home). 






Corporate Formation, ee Organisation ad cat 
Financing, Taxation,  Distributorships, and "Commerc 
Transactions. 


_ Written applications with curriculum vitae and list of 
__ publications should be sent within two weeks after date at 





WEBER NEVILLE & SHAVER B 


1 “which this advertisement appears, to professor J. Spronk, 
-Faculty of Economics of the Erasmus University, P.O. Box 
:1738, NL- 3000 DR Rotterdam. 


Tet 208 622-7640 












to £24, 000 — . Kent 


The Economic, Social and Statistics Department 
(ESSD) has a professional staff of 25, and is composed 
mainly of agricultural and other applied economists in the 
following four groups: Resource Assessment and 
Planning; Pest and Vector Economics; Plant Commodities 
Economics; and Marketing Research and Systems. The 

- fields of application of agricultural economics in ODNRI 
—' span rural production and marketing pens | and ESSD 
>. staff work closely with natural scientists and . | 
| technologists. Amongst this group are three socio- 
economists. 

-` We now need a social anthropologist to work as a 
^; Senior Research Officer in the above fields. Issues likely 
^to be tackled include identifying and developing an 

| understanding of ODNRI's intended beneficiaries 
overseas, identifying problems and opportunities for 
research, the design and assessment of possible 
interventions, and their adoption and impact. 








UNIVERSITY OF SURREY 


SURREY ENERGY 
ECONOMICS CENTRE 
. announces 
ITS EIGHTH MAJOR 
INTERNATIONAL 
ENERGY CONF ERENCE . 










hropologist 


— Britain helping nations to o help. themselves 





































Your role will be varied — monitoring research in 
projects overseas with associated desk analysis and 
report writing; contributing to the development of ODNRI 
programmes, policies and methodologies; providing 
leadership and supervision in social anthropology within 
the department. 

In addition you will be requested to undertake 
overseas visits (up to 1 month) for project preparation. 

Ideally, you will need a degree in social anthropology, 
and at least five years' experience of development 
projects in developing countries preferably in Africa and 
another continent. Based in Chatham, Kent you will 
benefit from excellent holiday entitlement and a 
competitive salary. 

Relocation expenses up to £5000 may’ be available. 

For further details and an application form (to be 
returned by 16 March 1990) write to Civil Service 
Commission, Alencon Link, Basingstoke, Hants RG21 1JB, 
or telephone Basingstoke (0256) 468551 (answering 
service operates outside office hours). 

Please quote ref: G/8261. 


The Civil Service is an equal opportunity employer 
















lf you side financial plannin 
services on either a full or pare 
time basis, you should consider 
the benefits of joining the Associa- 
tion of Financial Planners. 
——— E Write or Fax details to The Mem- 
= E " | bership Secretary, telephone 01- 
ae m ARIS IGWORTH Hi 671 9074/671 db Fax: 01-671 
| ECCE LU : 
' BORED MEETING iff 
ER TOWN? 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 

Well sited for theatres, business and late night 

shopping. Individually furnished studio and 


one bedroom apartments for rental from £220 | 
to £550 per week. Minimum stay one month, 








Letting Office, Nell Gwynn House, 
Stoane Avenue, London 8W33AX 
Tel: 01-584 8317. 
Telex: 916358 NGHLDNG 
Fax: 83-823 7133.— 
















" IAL DESIGN COMPANY 
WITZERLAND 






The pe cation o pare and y pr 
t 54 acre estate wath vie ws | (with agency in France and contacts in 
over unbro Cotswold cc ountryside Canada a) 






Combine the traditional luxury of a IHE 
| medieval manor house with the i 
highest standards of hotel keeping. 1 
Fine cuisine, impressive cellar, fog B 
eds ic 


- SEEKS BUY-OUT 
. OR PARTNER 


v Tumover growth 1988: + 50%. 
| — Turnover growth 1989: + 75%. | 
Nr Chipping Carnpden, — Team of 10, ten years experience, f 
Gloucestershire GS 6NS. 4 international. clientele, ms dor: 
Tek (038 678) 555 ig 1990. ed 
Telex: 333444 CHARMA G | Box No 3686, The Economist A ; 
Hesi New Hotel HH 1988/89 —AA St James s Sireat, London SWIA 







“pC r, 
For colic sur bre hure: 
Charingworth Manor, 


















“HENLEY’S — FORMULAS" ~~ 







QUAWTY SHIRTS individually madeto START an Import/Export Agency. No 


DIPLOMAT 


measure. 300 fabric samples. and bro- 
chure. Seymour Shirts, Freepost Dept 
29, Bradford BDI 1BR. Tel: 0274 
726520. 


P " LONDON. ia 


uality serviced apartments offering. best. value 3 
money. Qur apartments offer great Savirigs com- 
pared io i fo hotels. Fully serviced, private bathroom, 





TV, telephone. centrai heating. elevator. We seek to contact com anies thinking about l i 
m Tewris 1 Bag in Kensington area. E sue their own subsidiary in Te Germany m Nds aw tn vain 
m Tourist Board Approved ee ee “passed. opportunity for super accom- 
“Ashburn Garden Apartments : | modation and full English reakfast at 
3 Ashburn Gardens B. Services Abel-Hoenen, Kimplerstr. 280 ti T 
South Kensingt , London SW7 406, UK 4150 Krefeld (West Germany) exceptional value. 
a Tel: 011-441 370 2663 Tel: (0)21 51/39 13 33 ~ Single bedroom from £49.95 


Fax: 011441 3708743 — 
buasusuusz " F 





£19,500-£24,000 


The juveinoino electricity market will call on new functions and EE 
skills to meet the competitive challenges. The purchasing of electricity E | oe 
will be one such function and success in this area will be central to Bete 





capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 


BUSINESS 
IN GERMANY 


| telex: 853314 





| Fax: (0) 2151/38 1481 


success for the business asa whole. 


At Eastern Electricity, we have already established a team to help. 


HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 


Tel: 01-235 1544. 
Telex: 926679 DIPLM TG 


Fax: 235 1544 





Double/Twin from £74.95 + LN 
(LL AUNBAR EXCLUSIVE HOTEL © 





make critical decisions in the areas of energy forecasting, capacity 


planning and contract managernent. We are now looking for a Business 
Analyst to join this team and help develop and maintain the financial 
and planning modeis used as the basis for negotiating and managing 


Research — 800 pps. (index) + 


business acquisitions 


| Amerivest New Yor 
Tel 305 935 6254. 
, ; 159264508. 


| "HANDWRITING ANALYSI À 
| Suspect Documents: Examiner of 
F Forged/Anonymous writing. — 


Also 


"i , Personnel/Ch aracter Assessment; 


P, Lavell - 
9 Village Close. 
London NW3 5AH : 
Tel: 01-794. 6060 © 


s] Take a furnished self-contained service apartmen 


in Knightsbridge, near ‘Harrods. 


| kichen-dinette, bathroom. phone; p 
$ central hegting, elevator. "Suit TE persons 
[ chure by airmail. 


Knightsbridge Service Apariments _ 

45 Ennismore Gardens, LONDON SW]. 
Tel: 01-584 4123. Telex: 295441 pu KSF 
UK Free Toll: 800 962 7093 (USA only) 

x Mastercard/Access owe 


our power purchase contracts. This role will also cover risk analysis, 
the forecasting of energy market movements and the development of 
computerised support Systems for energy trading. 

A move to this challenging position would represent excellent 
career development for a numerate graduate with 2-3 years' computer 
modelling experience, or for someone with an HND and several years' 
experience. You must be able to apply computer simulation models to 
business problems, including financial projections and will have the 
satisfaction of seeing your results making a direct impact on business 
decisions. There will be considerable opportunity for further career 
progress within the team. 

Salary is complemented by excellent benefits including first-class 
relocation assistance where appropriate. 

For an informal discussion please call Tony Cotton, Head of 
Contract Negotiations, on 0473 688688 or write with full details to 
David Parsons, Personnel & Training Manager, Eastern Electricity, 
Wherstead Park, PO Box 40, Wherstead, loswich IP9 2AQ quoting 
reference OR/1. | 


LONDON 


South Kensington 


Luxury fully furnished one and two bed 

flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly. 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
oi. 225 0280. TEE 893095. 








OF YOUR OWN HO 
Apartments to suit all pocket 
Studios to penthouses, Central t ) 
close to Harrods, mans e ro 










We are an equal 
opportunity employer 


IÁ EASTERN 


SELECTRICITY 











OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 


POSTGRADUATE Saudi student, non- 
smoking, educated and sociable, look- 
“ing for educated English family to stay 
with in West End. PO Box 3860, Riyadh. 
` 11481, Kingdom of Saudi Arabia 



















Corporate 
hospitality — 

P" Stoll Moss Theatres — 7 

| Offer you a choice of Top 

_. West End Theatres where 

be Entertainment and 

business mix 














presentation or 
product launch with 
DM. Stoll Moss, and up to 
% 2,000 guests can absorb € 
your message in à 
totally receptive 
. environment 






CAMBRIDGE (Co 
THEATRE — Tura 











Chicago Board of Trade 


Fax (202) 296-3184 


at INSEAD in Fontainebleau 
8—13 April, 1990 


co-sponsored by 


2ND PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080, 


- LONDON W1 


| in quiet mews close to Oxford Street. 
Charming, small, furnished house for 
long let at £1,100 per month. Sale 
possible. 


Full details: telephone 079-85-262 | 
| (UK) or 714-966 0531 (USA). | 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
m Telex: 926678 | 
i Smal character town house off Sloane 
Square. Ali modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 



























10,000 ORIGINAL remarkably pre- 
served late nineteenth century hews- 
papers. Offers around £1 each the lot. 
Tel: 0492 531195/531303. 





WE ARE A US-USSR joint venture. We 
are a trading company dealing in many 
fields. Please fax your business needs. 
Fax USA (201) 731-6810. 





LARGE studio flat. Bloomsbury/Covent 
Garden. Must sell. Going abroad. 


"Value £117,500. Asking £69,500 ono. 


Tel: 01-240 5955 anytime. 





INTUITIVE  & — SELF-HYPNOTIC 
TECHNIQUES improve your Invest. 
ment Decisions and give you an Edge 
in Financial Markets. Write: TOTAL 
MIND POWER INSTITUTE, 18 Espla- 
nade, St Helier, Jersey, Cl, UK 





J | “PROSPECT 1990 and the 90s” 
D One $ = One DM = One £2? 


Is the dollar headed for another multi-year downleg? Will the 
DM, or the Yen, be the star of 1990? Will the value of sterling 


continue to erode remorselessly? 


Businesses and investors send for your free copy of Currency 
Bulletin. “The best advice on currencies you can hope to find", 


said Harry Schultz. 


But hurry! Write or fax today to be eligible for our bumper 
forecasting issue— "Prospect 1990 and the 90s". 


Currency Bulletin—14 Pall Mall, 


Fax (+441) 839 1131. 









sponsored by 
Futures Industry Institute 
and INSEAD 


London SW1Y 5LU, England. 





Chicago Mercantile Exchange 


The Intermarket Clearing Corporation 

. London International Financial Futures Exchange 

. . Marché à Terme International de France 
For brochure and registration information, 


contact: Myrtle Major at FII in Washington, D.C.. 
Telephone (202) 223-1528 
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in the year to the third quarter. 
% change at annual t no | 





DEMAND AND JOBS Britain's industria production rose a feeble 0.696 in the 12 months 
to November. its jobless rate edged down to 5.8% in December (compared with 7.2% a year ago). 
. Inthe same month Switzerland's unemployment rate rose to 0.6% (0.7% a year ago) and Holland’s 
fell to 5.396 (compared with 6.196). France's industrial output climbed by 3.396 in the 12 months to 
November and Holland’s surged by 4.7% over the same period. Italy's real GN? increased by 2.8% 











GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year latest — yearago 
UH 23 se +26 +5403 38 + 50 o 800 89 
^ +49 Ay fa X na - +43 +36 wt 10.2 sw — 109. 
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tValue index defated by GP. files Series. **1988. 


: $Hourly wage rates in manufacturing ex 
earnings; UK, monthly earnings for ali 
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m TURKEY The. e of Turkey's GNP is 
|. estimated to have slowed to 1.3% last year, 
from 3.4% in 1988 and 7.496 in 1987. The 
| slowdown is the result of the government's 
po tightening of fiscal and monetary policy, i ina 
| failed. attempt to cut inflation, which re- 
]. mained at 75% last year. The slower growth, 
|. along with fast population growth, caused 
E. unemployment to rise to 10.796 in 1989. The 
| current account was in surplus in 1988 for 
|. the first time in 14 years, mainly because of 
< a boom in tourism. But the surplus is 
expected to have shrunk in 1989, while the 
| trade deficit is likely to have widened. The 
= currency fell less fast than prices rose, 

leading to a fall in the dollar value of exports. 
_ But better times are ahead: in 1990 and 1991 
| GNP growth is predicted to pick up again, 
hile inflation is expected to fall. 




























continued to soar, by 9.3%, but a real rise of only 1.5%. 


| Real GNP % increase on previous year 


Consumer prices % increase on previous year 








PRICES ND WAGES. American consumer prices rose by 4.6% in the year to December. In the 
same month Britain's annual rate of consumer-price inflation remained at 7.7%. West Germany's 
wholesale prices climbed 3.1% in the 12 months to December. Japanese workers received a 5.0% 
pay rise in the year to November, a real increase of 2.6%. Over the same period British earnings 








% change at annual rate 
consumer prices* wholesale prices* wages/earningst 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia — — € 95 —  * 80 as BO 69 w —. . EAZ t5 St 5 
Mgium — — — 24 — + 36 «« — — — -* 20 — OT se — — — * 37.  — * 42 st 

Canada — — 28 i539 —IlÍjd4B8 2 X905 ww 5.788. t 9.1 9e 
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Holland —— 0.—— — t21 A. 13 »* — ^ — 09 ^. Jt 17 w * 08 15 — 
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t Australia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 








Unemployment % of labour force 


plicabie to all tables. All figures seasonally adjusted except * not seas. adj. 1 Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. rk ot iai 


Turkey's: 
$bn 










ES COMMODITY PRICE NDE 
às The Australian Wool Corpo- 
* ration, which began the 
1989-90 season last July with funds of A$1.8 
billion ($1.4 billion) has run out of money. 
For the first time, it is asking for government 
approval to borrow above the statutory lim 
of A$1.0 billion to finance its stockpile- 
wool. This has grown to a record of almost 
2m bales from under 200,000 last July. At 
present the awc is buying about 50% of the 
wool offered at auction each week. The AWC 
borrowed A$500m last month and by mit 
February will have to borrow a further 
A$500m. it will have to look overseas 
more money, however, The AWC blame 
world glut of wool, and weak dema 
especially in China. 
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All items 1206 1202  — 23 -—293 
Food —  X— 970 X 996 +38 139. 
industrials 
AR AA 1407 — — 63 -—288 
Nat — 1371 — 1386 +20 -— 10 
Metals — — 1490 1421 —113 >40; 
Sterling index d 
Al items ^ 934 2 935 = 39 -—177 
Food usur d TA ci 21 078. 
Industrials 
Al 5 1094 — — 78 —235 
Nae  —— 1061 ^ 1078 +03 + 62 
Metis 1153 1105 —-—128 ~96.0 
SDR index 
Alitems — — 933 — 930 ~ 29 —224 
Food — | 750 770 | *t 32 —129 
industrials 
ATA 1088 — - 68  —280 
Nfat$ ——— 1060 ^ 1072 +14 - 01 
Metas — 1152 . 10909 -—119 —397 
Gold E 
Crude oil North Sea Brent 
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current-account balance | 


| trade deficit | 












m DEVELOPING COUNTRIES In the 1980s | WORLD BOURSES S Tokyo tecmered ls insses from est week and finished 1496 up. Disappointing. 
the third world has shifted from being a net | profits and inflation worries gave Wall Street its largest one-day fall since October 1989; it dropped | 


recipient of funds from its creditors to a net | 2.9% over the week. London lost 2.5%. eens nag the biggest decline, of 4.0%. 



















































= 
provider. The net financial transfer (borrow- Stock price indices % Change on - 7 
ing minus debt repayments and interest Jan 23 „1989-90 — — one one record 31/12/88 | 
payments) to all developing countries has high — — low week year high lo d ni nE | 
New lending. by vemmerdal bank ha, | Aemda — 848 — THIS S — 98 3 81. —Eà 89 34 | 
| n rn BEN . 63558 — — 68053 — 55193 ~ 24 * 1007 — - 66 ^— C12 ^ 2020 | 
slumped at the same time as interest rates . Canada 3812.7 4037.8 3350.5 a 92 + 73 = 73 +13.1 4159 E 
have risen sharply. in 1989 alone, the third Frane — 5246 — 5616 — 4179 uq 1 91  - 66 +262 ED 4327 | 
world handed over $52 billion to its rich | W.Germany — 21971 22913 15957 ~ 14 +48 ~ 41 +330 4382 | 
creditors. In the past seven years the cumu- | Holland — 1927 ^ 2105 1687 3 03 * 99  - 88 3162 *M8 | 
lative outward transfer amounted to about | Hongkong 27625 —— 33086 20936 — 5.04 48 301 |: +28 T28 
$240 billion, of which $165 billion flowed | "av — 1116997 —— — 7348  . 9/715 06 t 1358 .— 230 — t186 ——*227 — 
from Latin America. Only South Asia and | EDU 7 aora 2 s > — TENEO, £ Ug; 43 AI is EM 
Sub-Saharan Africa remain net recipients of | sooth atica 2007.0 —3539 — 19810 — — 40 — 3 368 — a 3483 FII 
funds. if official aid and foreign direct Span ^ 2826 3289 2686 — 16 + 16  -—141 430 4063 
. investment are also included, the total re- | sweden ^^ ^ - 4912 "una ^aa Los ae a uvae P ud m 





Source transfer to the third world remains | Switzeriand ^ 7587 ^ 8291 ^ t 6131 — 06 . 4210 ~ B8 — 4257 4242 — 
negative, albeit somewhat less so. UK — 518. 2811 — MB — THOB — —26 — 180 — - T0 — 208 — 312 — 
i USA e a ee 09. «59. 09. m6 005 

Worldt 536.5 5710 — — 4807  — — 15  — T 53 — — 60 _ +85 +85 


ANAE AAAA ANAA A A GAA tn tte fat AP A A tn! TIRSA KE A PER PERRE NENT AEE I OI mmama nnana mannna an nana naain aa a aa: 


ia ae M E 
MONEY AND INTEREST RATES Japan's broad-money growth quickened to 10.6% in the year to 
December. Australia's prime-lending rate fell by half a point, to 20.0%, but is still the highest in the 
table. Long-term government-bond yields rose everywhere except Japan, Italy and Spain. 


Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
Se rise on year ago Money market Commercial banks Bond yields Eurocurrency 
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Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[m1] lending 3months long-term A MoR ths 
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France +102 +85 se 1088 1113 1100 1131 974 1025 1119 1079 
W. Germany + 36 + 4! w» 790 820 1050 746 800 805 ^ 825 819- 
Holland — * 69 +144 o — 775 883 1075 883 833 890 ^ 888 862- 
Italy —— +97 +87 o 1275 13.38 1400 na 4230 1170 — 1250 — 1183 

Japan -— 22 4106 « 644 604 488 204 t 669 t 678 7.06 683 
Spain +140 +135 mw 1487 1534 1625 725 1343 1437 1540 na 
Sweden na +67 œ 1240 1295 1300 1290 ` 13.55 — 1428 1256 1349 
Switzerland - 68 + 61 o 975 900 1450 1000 610  &84 969 709 
UK — + 57 4175 ww 1338 1522 1600 1519 ^ 1056 1260 ^ 1522 11.27 
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Other key rates in London 3-mth Treasury Bills 14.6%, 7-day interbank 15.1% . Clearing banks' 7-day notice 4.0%. Eurodollar 
rates (Libor): 3 mths 8.3%, 6 mths 6.4%. 
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1M1 except UK MO; M3 except Belgium, Holland, Raly and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rates quoted available on reque: 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nedertand, Svenska Handelsbanke 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks, **Latest rates. 





TRADE, EXCHANGE RATES AND RESERVES The dollar's trade-weighted value gained 0.4% during the week, the yen lost 0.4% and sterling eM 
. the D-mark was unchanged. New figures for Italy show that its current-account deficit rose to $11.1 billion in the year to the second quarter of 1989. 
| greden § current- account deficit grew to $4.9 billion in the year to November. 









trade balance} — current- trade-weightedti currency units per $ currency units foreign reservestt 
| | account exchange rate |. $hn 
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What does this mean for business? 


R evolutionary changes in East Germany and throughout 
Eastern Europe will have a profound effect on business. 
From the possible reunification of Germany to new market 
economies in Poland and Hungary, senior international 
executives must know how to respond to these events. 


At Business International's 25th Annual Chief Executive 
Officers’ Roundtable, Strategic Redirection for the 1990s: 
Corporate Leadership Under Global Change, you can 
explore the business implications of 
these critical developments with 
two of Europe's key insiders: 


Former Chancellor 
Helmut Schmidt, Federal 
Republic of Germany 

and 

Hon. Martin Bangemann, 
Vice President, European 
Commission 





Helmut Schmidt m— 

You will also join 100 of your peers to probe other critical global developments—such as the unification 
of Europe, the growing competitive strength of Asia and Latin America's changing business 
environment—as well as leading corporate issues. These will include the emergence of the transnational 
corporation, building shareholder value, organizing and managing for international competitiveness and 
developing a quality-driven corporate culture. 

Sponsored by KPMG Peat Marwick and Philip Crosby Associates, the CEO Roundtable is the premier 
event for senior executives of international corporations, including chairmen, chief executives, managing 
directors, chief operating officers and executive vice presidents. E * 

The Roundtable will be held February 25-28, 1990 at The Hyatt Regency Cerromar Beach Hotel, Puerto P EC 
Rico. The Roundtable fee is US$3,000. For further details and registration, kindly contact Margaret Hogan -t w 
at 212-460-0600 (telephone) or 212-995-8837 (facsimile). UB 


Select Speakers 


John C. Lewis, Chairman & CEO, Amdahl Shijuro Ogata, Deputy Governor, The Japan Development n 
Leslie G. McCraw Jr, Vice Chairman & CEO, Fluor Bank 3 
William E. Bradford, President & CEO: Dresser-Rand Lars H. Thunell, Executive Vice President and Member, B 

; Group Executive Management, ASEA a 
Per-Olof Eriksson, President & CEO, Sandvik AB 


Ra d V.Gil in. Presid 4CEO John A. Hinds, President, AT&T International E ; 
Becton Dickinson ai ' Christopher A. Bartlett, Professor, Harvard Business School A 


William Shanahan, Chief Operating Officer, Philip B. Crosby, Chairman, Philip Crosby Associates 
Colgate-Palmolive Peter O. Kliem, Senior Vice President and Member, 
Katzutoshi Hagiwara, President, Nissan Motor Corp USA Sa gi igs Ac oem P iic E 

2 ; ic . Nolan, Chairman and Cofounder, i 
Aldo Palmeri, Managing Director, Benetton Group SpA Nolan, Norton & Co, an information technology firm of E E 
Rimmer de Vries, Chief Economist, Morgan Guaranty Peat Marwick 


Business Business International 215 Park Avenue South, New York, N.Y. 10003 
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CLEARING THE AIR ABOUT 











The professional television 
industry already has all 
the ingredients to succeed in 
high-definition television. 
In fact, what we really 
need from the Federal 
Government is not a cup 
of sugar, but the recipe. 


e need Uncle Sam to set the technical 
parameters for delivering motion-picture- 
quality television into the home. Once these 
delivery standards have been set, the industry can imple- 
ment production standards for making HDTV programs. 

Only by setting standards can we reasonably limit 
the risks of entering the market. 

But it’s to no one's advantage to make a decision as far- 
reaching as this without examining all the options. And 
considering all the consequences—economic, cultural 
and political. 

Unfortunately, the delivery standards for conventional 
television, set almost 50 vears ago, cannot accommodate 
true high-definition television with its voracious demands 


DOES AMERICA'S PROCRESS 
IN HDTV DEPEND ON UNCLE SAM? 
OR UNCLE SUGAR? 












Spending is no substitute for leadership. 





on our limited broadcast spectrum. 

Economics and common sense suggest that HDTV 
should be compatible with existing television receivers. 
Some sort of enhanced-definition tele- 






vision could be an interim step to true 
HDTV. However, other nations are 
already moving ahead and the U.S. 
should not accept standards that 
are substantially and permanently 
lower than those of the nations 
we compete with. A 
What appears to be a safe path 
today could turn into a dead end 


tomorrow. Or a mine field. 


The U.S. should choose i 
HDTV standard that enst 
a path to the future. 


| FOE I 


HIGH-DEFINITION TELEVISION 
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The current NTSC standard, 
named for the National Televi- 
sion System Committee which 
established it, was probably 
higher than it needed to be at 
the time it was set. That's one 
reason why it has lasted for 
almost 50 years. 

Likewise, the standard for 

IDTV needs to be of high-enough quality to allow for 
She ingenuity of a free market. To allow for innovation, 
natural cost reductions, and a free flow of technology 





It looks good at home, but 
scan it compete in open waters? 


ʻo other industries. At a minimum, it should allow the U.S. 


‘© compete successfully in other markets, like Europe and 
^, which already have committed to the higher 
tandards of true HDTV. 

We're not talking about competing just for the sale of 
“Vs and VCRs. People who view HDTV solely as a poten- 
al savior of the American consumer electronics industry 
re missing the big picture. Granted, the manufacture of 
sonsumer electronics is a large industry—one which rep- 

esents a lot of money and a lot of jobs. But making 
relevision sets is a narrow endeavor compared to 


making Television. 





Just think of the dollars and people involved in the 
»rofessional TV industry. The thousands of program pro- 
luction and post-production companies who make and 
xport TV shows and commercials. The 1400 American tele- 

Mio stations and nearly 10,000 cable systems who bring 
hose programs into the home. And the professional equip- 
nent manufacturers, 
ike Ampex, who make 
he equipment and 
‘ideotape for recording, 
roducing and deliver- 
1g television programs. 

You may be surprised 
> know that the United 





IF YOU WATCHED TV TODAY 


States is the world leader 
in all of these areas. 

More important, it's 
in the professional TV 
industry where new tech- 
nology such as HDTV 
is spawned—not in 
consumer electronics. 








The VCR and portable 
video camera were 
professional tools long 





before they became outgrowth of 


technology. 


available at local retailers. The professional television 
industry has also spawned technology now used in myriad 
other fields—from education to aerospace, from medicine 
to police investigation. 

Most of these technical achievements were produced 
by independent American companies without govern- 
ment assistance. 

HDTV can happen the same way. Whether or not 
we need "Uncle Sugar" to subsidize research and devel- 
opment or to provide tax breaks or trade restrictions 
is a matter of opinion. One thing's clear: Uncle Sam must 
set the standards and if those standards aren't compelifive 
in world markets, all that sugar is going 






—— 







to go to waste. 

We need some decisions. Fast deci- 
sions would be good. Educated ones 
would be better. For more information 
about this important issue, write to us 
on your letterhead and ask for your 
copy of our HDTV brochure. Ei 
We're the world's leading Ef S 
professional TV company. P 


Ampex Corporation, 401 Broadway, Dept. 8K, Redwood City, CA 94063 


ANIPEX 


YOU SAW AMPEX. 
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